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LETTERS 


Sir—I take issue with your fore- 
cast of the decline of Chicago as a 
‘financial centre (Survey, May 
9th), specifically where the Chica- 
go Board Options Exchange 
(cBo£) is concerned. 

As you point out, in some 
cases open outcry still appears to 
be more efficient. At CBOE our 

_ strategy has been to reinforce this 
edge by surrounding it with tech- 
nology. About 900 market mak- 
ers and floor brokers are 
equipped with hand-held termi- 
nals. More than 80% of our trans- 
actions are processed electroni- 
cally, with an average turn-round 
time of 36 seconds. Significantly, 
more than 25% of all customer 
orders are executed instanta- 
neously through our “Retail 
Automated Execution System”. 

Advanced trading technology, 
in the hands of a large pool of 

` experienced traders, gives Chica- 

go its competitive edge and 
explains, in part, why 85% of 

: world-wide trading options on 

equities is still done via open- 


outcry markets. 
WILLIAM BRODSKY 
Chairman and cro 
Chicago CBOE 


$1r—I find it hard to understand 


two assumptions in your survey 


on financial centres. The first is 
that Shanghai ranks with Tokyo 
and Hong Kong as a contender 
for the most successful regional 
financial centre in Asia. Shang- 
hai has certainly made impres- 
sive leaps in the past five years, 
but a centre for the whole of Asia? 


The Economist, 25 St James's Street, London swia 1nG 


Why is Shanghai favoured 
over Singapore, which barely gets 
a mention? Singapore is light- 
years ahead of Shanghai by 
almost every measure you care to 
use—major banks like ann-Amro 
have made it their Asian base. 

The second assumption is 
that, like the Americas and 
Europe, Asia will develop one 
financial centre to serve the 
needs of the whole region. With 
Asian markets currently in crisis 
and Asia as a whole covered by 
vast swathes of poverty, one cen- 
tre may make sense. But go for- 
ward 20 or 30 years and one cen- 
tre may not be enough. 
Singapore STEPHEN KEELING 
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Model engineers 


Sir~The fact that your article on 
engineering (May 16th)deals only 
with civil engineers when more 
than 85% of engineers work in 
other fields shows why there are 
so few role models. The public 
and the press tend to focus on 
bridges and buildings, whereas 
some of the most elegant engi- 
neering work can be found in air- 
craft, ships, hydraulics and semi- 
conductors. In these disciplines, 
the engineer is often the archi- 
tect, and it is here that Louis Sulli- 
van's dictum “form follows func- 
tion” is most clearly displayed. 

It is worth noting that Brunel 
found his greatest challenge not 
in railroads but in shipbuilding. 
Even England’s great architec- 
ture critic, John Ruskin, was 
moved to look beyond his field 
when he claimed, “Take it all in 
all, a ship of the line is the most 


FAX : 0171 839 2968 


honourable thing that man, as a 
gregarious. animal, has pro 
duced.” Engineers. need heroes 
from all disciplines, but more 
importantly they need heroes 
who can transcend them as well. 
Washington, 
DC 


LARRIE FERREIRO 
es | 





Czech minorities 


Str—The creation: of ghettos in 
certain Czech cities to fence off 
gypsies is unacceptable (May 
30th). However, you fail to men- 
tion that the real responsibility 
for improving the lot of the gyp- 
sies falls on the gypsy communi- 
ty itself. At present, many gypsies 
drop out of school, and are then 
quite simply unemployable. 
Some turn to petty crime to sup- 
port themselves. Others destroy 
the places where they live and 
sell the glass, porcelain and pip- 
ing for scrap (hence many of the 
flats lack hot water and proper 
bathrooms, as you say). Until the 
community breaks down its 
clannish structure and bands 
together to end such behaviour, 
things will not improve. 

The Czechs are not racist. Wit- 
ness the small, yet significant 
Vietnamese minority. It does not 
suffer the same discrimination 
because most Vietnamese work 
hard to support themselves. 
Their kids go to school. 

As for Miroslav Sladek, and 
his far-right, anti-gypsy support- 
ers, they have been winning 8-9% 
at the polls for some years. In fact, 
85% of Czechs endorsed Vaclav 
Havel’s pardon of the 
brothers who attacked Mr Sladek 


E-MAIL 7 letters@économist.com 
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global trade talks. What it dia! 
intend to do, and did successful- | 
ly, was to initiate the preparatory. 4 
work for its next session and to 
establish a broad and compr¢- 
hensive work programme. This 
will produce recommendations 
on a range of “old” and “new” 
issues in time for next year’s miń- 
isterial conference, which is 
expected to launch’ the new 
round of negotiations. It accom- 

plished this while addressing the 
concerns and needs of its least- 
developed and developing mem- 
ber-countries. 

Also, you. say that regional 
trade agreements “distort trade”, 
blatantly ignoring the declara- 
tion of the wro's 132 members, 
issued in Singapore in 1996 and 
reaffirmed last week. This recog- 
nises the importance of such 
regional trade initiatives. and 
their potential to promote fur- 
ther trade liberalisation, while 
strengthening the primacy of the 
multilateral trading system. 
Geneva PATRICIO GRANE 

Senne secant dai ere 





Intelligence matters 


Sir—-My doubts about the cIA 
(“Don't blame the cia”, May 23rd) 
began as a result of a back-pack- 
ing trip through Afghanistan in 
1966. The Americans were build- 
ing bitumen roads in the south, 
the Russians concrete roads in 
the north. The Afghans joked that 
the American roads melted in the 
heat, while the Russian roads 
were suitable for their tanks. 
Thirteen years later, when. the 
Russians rolled into Afghani- 
stan, the western world appeared 
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highlight the mounting public 
suspicion of globalisation while 
at the same time contributing to 
the enhancement of opposition 
to the wro (May 23rd) by failing 
to recognise the achievements of 
the recent conference in Geneva. 
The conference did not set out to 
solve the “new issues” of compe- 
tition rules and environmental 
protection, nor was it intended 
to launch the ninth round of 


May 30th), one problem in per- — 
manent record keeping is the 
inability of future generations to 
successfully” transcribe and 
decode those records. You con- 
vincingly prove your point by 
reproducing the picture of the 
“old message from Rosetta” the 
wrong way round. 
Kassel, z 
Sust ykoseL 
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FOREIGN NEWS PAGES. 
Middle Managers: Diplomatic Service 


un Peace negotiations, political upheavals, international trade deals, natural and man-made emergencies - you'll | probaly io 
them all in today's issue of this newspaper. And in a few weeks time, you'll be reading a new set. of stories. 
If you'd be happy to swap the routine for the unpredictable, and equally happy to find your management skills challenged 
ë in new ways all the time, you'd probably be happy switching to a career with the Foreign and Commonwealth Office. 
Foreign & With the way the culture of the Civil Service is etenaing that idea isn’t as far fetched as it may seem The ma r 
Commonwealth 
Office implementing change, presenting ideas, are all an of our job too. The only difference being that you'd 

tasks in a British Embassy or High Commission literally anywhere in the world. Ideally holding a good. ho ‘ 
in addition to your business profile, we'd need to know that you could offer policy advice to ministers on fast-m« 
issues, We are offering salaries of up to £40K, a non-contributory pension, plus. an allowances package when serving overseas 
to compensate for. relocation, cost of living and education costs. ; 
Take a look at what's going on in the world today. And if you can honestly see yourself managing in those sorts ol 
situations tomorrow, contact us for an information pack. 
For more details and an application form {to be returned by 22nd June 1998}, write to Capita RAS, innovation Court, New St 
Basingstoke, Hampshire RG21 7JB, or telephone 01256 468551 (24 hours) or fax 01256 383786/383787. Internet: 
http://www.rasnet.co.uk/ Please quote reference B3777 aes 


There will be a two day assessment centre in London between 2nd and 17th July. 
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Senior and Junior > 
Consultants 


with professional experience in the areas of 


Education and Training 
SME Development 
Regional and Economic Development 
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GOPA-Consultants is one of the leading ê Social Development 
e 
© 


“European development consulting com- 
© panies. Our operations in the areas of 
- Economic .& Industrial Development, 
Human Resources and Natural Resources ; 
_& Environment are international in Candidates must possess a Masters degree in a relevant discipline (e.g. 
scope. Our clients range from industrial Economics, Business Administration, etc.). Senior Consultant candidates 
corporations and. governmental bodies should have more than 5 years experience in project management in their fie 
to international organisations in Europe, including assignments in transition and developing countries. .Mother tong 
Asia, Africa and America. English and at least basic German. Knowledge of other major languages (e. g 
French, Russian, Spanish, Arabic) would be a great advantage, 


Trade and investment Promotion 

Management Consultancy 

Public Administration and Civil Service Reform 
@ Credit Schemes 


Opportunities exist to join our international See ee ote 
team based near Frankfurt/Main to meet the Appointments will be on fixed-term contracts. Interested candidates should send: ` 
permanent demand for our services in the their detailed CV (max. 3 pages) incl. a photo, together with references, copies of 
fields of Human Resources, Economic and relevant diplomas/certificates, daiary history and availability, to Mr H-D: 
Industrial Development. We are currently Kaufmann, Head Department of Personnel, quoting reference WB 06/98. (Senior 
looking for Consultant) or WB 061/98 (Junior Consultant) to the adress indicated below. 


OPA GOPA-Consultants, Hindenburgring 18, D-61348 Bad Homburg, Germany. o 
Fax: +49-6172-930-250, e-mail: hd_kaufmann@gopa.de =. ay 
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Public 
expenditure 
programming 


Public financial 
management 
and control | 


Public 
administration 
and 

civil service 
management at: 


information 
technology for 
public 
management 


Asian Development Bank 
The Bank, based in Manila, Philippines, is expanding its capacity for analytical work and technical and financial assistance 
to member countries on issues of governance, including (i) core government functions; (ii) participation, (iii) law and 





_ development; (iv) sectoral project-specific institutional issues; and (v) regulatory issues. The Bank seeks a few strong 


specialists in public sector management and reform in each of the following five fields: 


Government btidget formulation, including inter alia the integration of budgeting in a medium-term pérspective; the 
preparation of investment programs and recurrent budgets and their integrations, institutional issues and coordination 


> between “core” ministries of finance/planning and sector ministries; centér-local relations, including expenditure 


assignments to local government and their financing. Understanding of international. experience in public expenditure 
programming, and of the costs and benefits of public management innovations, are required. Relevant experience in a 
variety of developing countries, and direct involvement in budget formulation within a government or as a consultant, would 
be desirable, Advanced degree in economics (preferred) or finance, with background in public finance. (Ref-No. 98/23-A) 


Government budget execution and monitoring, including inter alia public accounting and audit (both compliance and 
efficiency); financial and physical monitoring mechanisms; procurement; financial control, particularly the balance between 
ex post. and ex ante controls, central and decentralized controls, aggregate and detailed controls. Understanding of 
international experience in public financial management, and of the links between financial accountability and corruption, 
are required. Relevant experience in a variety of developing countries, and direct involvement in financial management or 
audit. within a national government or as an international consultant, would be desirable. Advanced degree in finance 
(preferably) or fraud management or economics, with training in accounting and audit. (Ref. No. 98/23-B) 


National government administration and civil service issues, including inter alia machinery of government, mechanisms of 
policy formulation and coordination; the fiscal context of government employment and pay issues, civil service procedures, 
human resource database and personnel management systems, Exposure to international experience in public administration, 
and understanding the links between administrative accountability, civil service incentive frameworks and corruption, are 
required, Relevant experience in a variety of developing countries, and direct involvement in civil service reform or 
administrative strengthening programs would be desirable. Advanced degree in political science or public.administration or 
economics or other relevant discipline, with appropriate training in personnel and organizational issues. (Ref. No. 98/23-C) 


Subnational government administration, including inter alia organizational aspects of local government; relations between 
central and local government (including fiscal decentralization), local personnel management, procedures and human 
resource database. Understanding of alternative service delivery modalities, of the links between scale economies and 
subsidiarity, and of appropriate user feedback processes, are required. Relevant experience in a variety of developing 
countries, and direct involvement in local government administration or as an international consultant, would be desirable. 
Advanced degree in political science or public administration or economics or other relevant discipline, ‘with appropriate ae 
training in personnel and organizational issues. (Ref. No. 98/23-D) 


Informatics, including inter alia systems and software; the international market for hardware and IT consultants; 
procurement issues; the application of information technology to public sector management. Understanding of the need for 
institutional changes to accompany new technology, of administrative capacity constraints, and of public sector problems in 


_ developing countries, are required. Relevant experience in a variety of developing countries, and direct involvement in 


management information systems in national government or as an international consultant, would be desirable. Advanced 


. training in management, computer science or computer engineering, with systems analysis experience. (Ref? No. 98/23-E) 


General Requirements: 
Relevant experience in the applicable area. 


v Understanding of the government, international organizations, university teaching or consulting, the institutional, 
organizational, staffing and capacity-building dimensions of the above functions in developing countries. 


Y Track record or demonstrated and potential effective interaction with senior government officials. 
Y Demonstrated superior oral/written communication skills in English. 


We offer internationally competitive remuneration paid in US dollars (normally free of tax, however the Bank is not liable 
to reimburse any tax amount due on Bank income as determined by. candidates’ national authorities) and an excellent 
benefits package. 


Women are actively encouraged to apply. 


End cover letter and curriculum vitae, quoting the relevant reference number, by fax or mail, 
not later than 27 June 1998 to: 


ASIAN DEVELOPMENT. BANK 
HUMAN RESOURCES DIVISION 

P.O. BOX 789, 0980 MANILA, PHILIPPINES 
Fax: (63 - 2) 636 - 2550, http:/www.astandevbankorg. 


Only shortlisted candidates will be notified. 


x Dy 
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AFS RY AFS 
-President > Da 


Working closely withthe “Boird of Trustees, international headquarters’ senior 
>| management, key leaders: of partner national organizations and volunteers 
| worldwide; the President will be responsible for the successful operation and strategic 
“gf growth of AFS Intercultural Programs Inc. (‘AS’). 


Representing AFS to a wide range of audiences and stakeholders, the President must 
if articulate with passion, diplomacy arid conviction the AFS mission. $/He will further 
‘| enhance: the visibility and reach of AFS as a unique international opportunity, and 
promote the continued development of the AFS Partnership system, maintaining and 
leveraging the established history and values of the AFS organization. The President 
will be responsible for and confident in the financial and administrative management 
ofa complex: and: far-flung” international organization. Proven administrative and 
financial management experience, preferably at an international level, is essential. 
Demonstrated: ability in building trust and confidence among various constituencies, 
including a‘ large and crucial volunteer workforce, is a must. This impressive 
individual will possess highly developed mediation and decision-making skills to help 
her/him. challenge and motivate the breadth of people who make up the AFS 
network worldwide. 
































If you want to succeed with a dynamic organization i 
fast-growing financial markets for electric power, con 
AmerenEnergy. We are the national trading and market 
subsidiary of Ameren Corporation, a ah bilion a asset ene! 
company. 






















We seek highly motivated professionals to help build 
premier firm in the newly deregulated power in 
Successful candidates will possess both exce 
communication skills and the ability to work effec 
in a fast-paced entrepreneurial environment. i 






















Founded in 1914 as a volunteer ambulance service, AFS is today an international 
not-for-profit organization that provides intercultural learning opportunities for 
students and adults. AFS operates programs in over 50 countries involving thousands 
of students, teachers, and families annually. Close to 10,000 students join AFS 
programs. each year, and over 500,000 students and families have participated in the 
past fifty years: AFS relies on its community-based volunteer network to recruit and 
“sereen: ‘volunteer students and host families, to raise its scholarship funds, and to 
provide ongoing counseling and support to all participants. 


. | Compensation and benefits will be competitive with those offered by similar 
| institutions. 







AmerenEnergy now has career opportunities at 0 
St. Louis, MO headquarters in the following areas: 








Applicants should send a letter expressing their interest in the position, curriculum vita, 
and names of five references; nominators should send a letter of nomination, and, if 
possible, the nominee’s curriculum vita. Applications and nominations should be sent to: 





> Commodity Traders -Expertise in futures, financial Or | 
physical markets. Power marketing and/or natural 
gas experience a plus. 


Sarah James 
Heidrick & Struggles 
245 Park Avenue 
New York, NY 10167 
USA 


















> Risk Managers —Fundamental understanding of energy. 
markets necessary. Proficient in quantitative methods for. 
risk valuation and control, Confidence and interpersonal 
style capable of effectively interacting with traders and 
senior management: Proven track record. 


> Quantitative Research Director- Innovative thinker to 
identify and develop strategies in trading and product 
structure. Excellent quantitative capabilities and cre- $- 
dentials. Leadership ability to direct talented individuals. $ 


> Merger & Acquisition Strategist- Experienced negotiator 
and deal-maker to source alliance opportunities and $ 
structure winning transactions. Strategic visionary with 
ability to create affiliations that optimize the opportunities 
in the restructuring energy industry. l 


































e Anew direction for Australian grains ` 
e Role for a Scientist with CEO status X 


The Export Grains Centre is an exciting new venture for Westem Australia’s 
$2 billion grains industry, reflecting new directions for an industry taking greater 
contro! of its own future in effective partnership with Government. The Centre will 
provide the focus for a new, more co-ordinated approach to crop breeding and the 
yvelease of new grain crop varieties. 

The: Director will provide leadership to the research and development programme 
for new and improved grain varieties in line with the strategic directions set by the 
Board, of which the Director will be a member. Effective high level communication 
and liaison with executives of organisations comprising the joint venture and the 
Board will ensure that the objectives of the Centre are always in focus and that 
attention is given both to fundamental and directed research. 


Applications are sought from persons of international reputation in agricultural 
research, especially in relation to crop improvement, and who can demonstrate 
high level executive skills and a broad understanding of the grains industry. 
This will be a contract position of not less than 2 years and up to 5 years by 
negotiation, A remuneration package of A$120,000 per annum is offered, and 
there will be an additional performance related component. For further information 































If you are interested in joining our team of experts, please | 
send your resume to: : 






in strict. confidence, please telephone Richard Hazlewood in our Perth, Australia 7 

office on (618) 9221 2255. If you prefer, please email, fax or post a résumé 

quoting Ref. No. CP6/30536. A Ameren Energy 
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Rensselaer Polytechnic Institute - Troy, New York 
ensselaer Polytechnic Institute, the nation’s oldest technological uni- 
Recs: seeks a new President to lead the crafting and achievement 
f the Institutes successful, long term, strategic vision. Today, 
Rensselaer has the explicit mission to “educate the leaders of tomorrow for 
technologically careers and to celebrate discovery and the responsi- 
ble application. of technology to create knowledge and global prosperity.” 
The Institute educates approximately 4300 undergraduate and 2000 
t- graduate students. Its historic green-roofed campus is located in Troy, 
New York. A research university with a graduate engineering program 
ranked 18th in the country and a strong teaching tradition, Rensselaer 
‘has innovated boldly in its application of modern information technol- 
| ogy: to undergraduate education. Its innovations have recently earned 
three. national awards and excellent learning outcomes. As a 
result, student demand has increased dramatically in the past two years. 


Rensselaer has five. component schools: Architecture, Engineering, 
Humanities and ‘Social Sciences, Management and Technology, and 
Science. It is a pioneer in inter-disciplinary research, is making focused 
research investments supported by strong industry partnerships, and 
has its own internationally recognized enterprise incubator center and 
technology park. 


The Board of Trustees seeks'a visionary President with exceptional man- 
agement and communications skills, who can galvanize the Institute com- 
munity, attract resources for continued strategic investments, and lever- 

its strong people, programs and traditions. Rensselaer’s energetic fac- 
ulty and exceptional student body combine powerfully to position the 
Institute for a remarkable future. 


Please send nominations and 
inquiries to: John Isaacson, 
Internal Box 1697, Isaacson, 
Miller, Inc., 334 Boylston Street, 
Suite 500, Boston, MA 02116- 
3805. Phone: 617-262-6500. 
Fax: 617-262-6509. 


Email: jpieh@imsearch.com 


Coo? ENTERPRISE AFRICA sAN 
INNOVATION IN SMALL & MEDIUM ENTERPRISE FINANCING IN AFRICA + 
Enterprise Africa, a regional network of organizations and initiatives devoted to support 
entrepreneurs in smali and medium-sized enterprises (SMEs) throughout the continent, is 


seeking an individual with a proven track record and vision to manage the process of creating 
improved access to capital and financial services for SMEs. 


Enterprise Africa was initiated in tate 1997. it is supported by the United Nations Development 
Programme (UNDP) and under the overall management of the United Nations Office for Project 
Services (UNOPS). In addition to providing better access to financial services for SMEs, it 
provides assistance and services in areas such as training, management advisory services, 
enterprise linkages and policy advocacy. 

Enterprise Africa is currently operating in four countries (Botswana, Ghana, Nigeria and 
Zimbabwe), and will be expanded to five more countries (Ethiopia, Mozambique, Namibia, South 
Africa and Tanzania) by the end of 1998: Additional countries will join Enterprise Africa in the 
following years. 

Responsibilities: 

The individual selected for the position will be based in the Enterprise Africa Regional Office in 
Accra, Ghana and work in consultation with experts in the countries participating in Enterprise 
Africa, The individual will also have a close affiliation with UNDP's Private Sector Development 
Programme in New York. 


The individual will be responsible for conceptualizing, negotiating and. implementing transactions 
and facilities with. a broad range of domestic and international financial institutions. Target 
enterprises are those with great growth potential requiring access to capital in the range of 
US$50,000 - US$509,000 and more. f 


Existing as well as new and innovative financing arrangements will be explored and developed 
with banks, venture-capital companies, ieasing companies and other forms of financial service 
providers and investors interested in creating such institutions. ` 
Qualifications: 
A minimum of 10 years of experience in developing, negotiating and realizing 
investment/iending operations to high-risk clients; 
Excellent analytical, planning, communications and negotiating skills; 
Extensive relevant experience in Africa is required; a 
Fluency in English and working knowledge of French, Proficiency in Portuguese is an asset. 
This assignment is for one year initially, starting August 1998, with possibility of extension. 
interested candidates are invited to submit.a cover letter and curriculum vitae by 3 July 1998 at 
the following address: 
Division for Africa 
United Nations Office for Project Services 
Ref.; RAF/96/014 - EA Banking Innovation Expert 
220 East 42nd Street 
New York, NY 10017, USA 


Only short-listed candidates will be contacted. ep Ee 


Peivi Sector Developm Programme: 


UNOPS @ 


PRINCIPAL PROGRAM 
& BUDGET OFFICERS 


The World Bank, the leading multilateral 
lending agency in the field of global economic 
development, has challenging opportunities 

- for two Principal Program and Budget 
Officers (PPBO) at its headquarters in 
‘Washington, D.C., USA. 
Responsibilities 
The Planning and Budgeting Department 
(PBD} eads and coordinates the Bank's 

< resource management policies and processes, 
and supports senior management's review of 
strategic options and decision making. 

~~ Innovative: management practices are being 

- implemented as part of the Bank's 
institutional renewal process currently 
underway; and enterprise software (SAP 
R/3) is being installed to support the Bank's 


information systems. PBD is the focal point 
for defining and leading these changes as 
they affect resource management. Reporting 
directly to the Head of PBD, the PPBQs will 
lead small teams of professionals in building 
balanced partnerships with the Bank's senior 
management and vice presidencies, and 
providing decision support through analysis 
of options and trade-offs. 


Requirements 

Advanced degree in Management or Finance, 
and a minimum of ten years of progressively 
senior level experience in state-of-the-art 
resource management in a large organization 
are essential; consultancy, financial, or public 
sector experience preferred. Strong conceptual 
and analytical skills are vital. Leadership and 


relationship building experience are.equally 
important. Must be able to command respect 
at senior management levels of the Bank. 
Ability to think strategicaily and translate 
ideas into actions will be key strengths. 


The World Bank offers an internationally 
competitive remuneration package including 
expatriate benefits. To apply please send, 
within 10 days; your resume, cover letter 
and salary requirements, indicating 

job code, to: The World sg 

Bank, Ref. Job Code: E 
PBD/98, Room MC5-519, 


1818 H Street, NW, The 
World 


Washington D.C. 
Bank 


20433. 
FAX: (202) 522-3378. 
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INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT 
Via det Sérafico: No, 107. 00142 Rome, italy Fax 39 6 5043463 


PROGRAMME DEVELOPMENT OFFICER 


Duties and Responsibilities «© Actas focal point for IFAD's activities 

related to inter-agency and multilateral relationships with governmental / 

non-governmental donors and to the monitoring of IFAD's cooperation 

agreements.. «Develop strategies and action plans to mobilize resources 

from donors and make recommendations thereon. e Advise on IFAD's 

contribution to external meetings and workshops. e. Work as a team 
~ Component responsible for a fund-raising information system. 


Qualifications and Experience Advanced university degree with 10 years’ 
working experience in international relations, and familiarity with various 
financing mechanisms. in-depth knowledge of United Nations inter-agency 
relations and conditions within the environment of resource mobilization, 
with good access to the actors and protagonists in:both the public and 
Private sectors. Advanced computer skills and familiarity with financial 
‘information systems. Ability to work in a team setting. Strong negotiating, 
inter-personaland supervisory skills. Excellent knowledge of English anda 
good working knowledge of French and/or Arabic, Spanish. 


GROSS SALARY RANGE from US$68,181 to US$92,355 per annum plus 
post adjustment. 


Please send 2 copies of detailed curriculum vitae in English to Personnel 
Division not later than 15 July 1998. 


Only shortlisted candidates will receive an acknowledgement 
Applications from women candidates are particularly encouraged. 


PROGRAM & 


DIRECTOR | 
Center for International Development 


RESEARCH TRIANGLE INSTITUTE 
Research Triangle Park, North Carolina 


RTI 


eis to iove the hurian Ae ae in develeri and emerging-m narki 
countries. CID's staff of 81, based around the world, provides policy st 
applied research, and training services to government and private sector 
organizations in: urban finance and management, population and health, social 
sector policy reform, and environmental management. CID currently maintains a 
revenue base of over $20 million per year. . 


The position of Director at CID calls for a leader with a sound vision of 
international development consulting business and the chal ahead for the a 
developing world and emerging-market countries. The succes fule can i 

have the presence to command. respect at the most senior levels in the 

and within RTI, Key selection factors include: 


Proven ability to translate strategic vision into action 

Strong technical reputation in international development. 
Management experience in development assistance / consulting 
Demonstrated creativity in a corporate business environment 
Team approach to alliance-building and staff development. 


To leam more about the position, CID, and RTI, please visit our website E 
http: /wwwerti.arg/cid/cid. html. 
Interested candidates should send their CV by 1 August 1998 to: 
CIDSEARCH@RTLORG, or via regular post to: 
Myles Elledge, Chair, Director Search Committee,’ 
RTI - CID / P.O. Box 12194/ RTP, NC 27709-2194, USA.” 
RTI is an equal opportunity employer. 


BUDGET OFFICERS 


The World Bank, the leading multilateral 
lending agency in the field of global 
economic development, has challenging 
“opportunities for Program and Budget 

-< Officers (PBO) at its Headquarters in 
Washington, D.C., USA. 
Responsibilities 

The Planning and Budgeting Department 
(PBD) leads and coordinates the Bank's 
resource management policies and 
processes, and supports. senior manage- 
ment's review of strategic options and 
“decision making. Innovative management 


practices are being implemented as part of 


the Bank's institutional renewal process 
currently underway; and enterprise 

software (SAP R/3} is being installed to 
support the Bank's information systems. 
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PBD is the focal point for defining and 
leading these changes as they affect 
resource management. Working within 
small teams of professionals in a matrix 
structure, the PBOs wil! be instrumental 
in building effective partnerships with 
the Bank's vice presidencies, and 
conducting analysis of resource 
management issues and options. 


Requirements 

Advanced degree in management or 
finance, and a minimum of five years of 
experience in state-of-the-art resource 
management in a large organization are 
essential: consultancy, financial, or public 
sector experience preferred. Strong 
conceptual and evaluation skills are vital. 
Relationship building and teamwork 


experience are equally important, Must be 
able to command respect at management 
levels of the Bank. Ability to see the big. 
picture and translate ideas into actions wi vil z 
be added strengths. 


The World Bank offers an intemationally =- 
competitive remuneration package including 
expatriate benefits. To apply. please’ send, 
within 10 days, your resume or cover le 

and salary requirements, indicating poe de, 
to: The World Bank, Ref. 
Job Code: PBD/98, 

Room MC5-519, 

1818-H Street, NW, 

Washington, D.C. 

20433 

FAX: (202) 522-3378. 





Siness SUCCESS 
means being in the right place 
at the right time. 


In today’s volatile business environment, 


success depends on strategic location 


Industry and commerce alike need 


@PRESTON \ 


rapid, easy access to key markets and suppliers, 


~@ WARRINGTON 


here and abroad. Access provided by major 
TELFORD 





communication arteries: motorways, key rail 


le of the industrial revolution and now a 





truly modern toum. A magnet for successful companii 


here and abroad routes, airports, and seaports 
CNT is England's largest owner of develop- 
ment land in series of locations designed 


for business success. Like the six shown here, 





built from day one with business in mind 





j s ‘a 
? MILTON KEYNES y i 
A < or transformed by new communication links. 
f 
} ; The UK's fastest growing city, home to over 3,500 prospering 
businesses, with half of Britain's population within 80 minutes A strategic location isn’t the only benefit 


They all offer an enthusiastic welcome to new 
companies seeking growth and expansion 
They have established business infrastructures. 
Their workforces are young, dynamic, 


forward-looking. They are ideal places to live, 









Strategically located between Manchester and Liverpool, at the focal The focus of th wing region, this ancient a i baal ones te abe h a wide 
point of the UK's biggest concentration of motorways cathedral city is ob shest the dbeds of the failed nith mek in attractive environments, with a wide 
communication links and modern infrastructure 


range of excellent housing, shops, sports and 
leisure facilities 

However, looking for the right location 
often takes more time, trouble and money than 


you can easily afford. 





4 Talk to CNT. We're ready to help you find 


Close to the Ribble Valley, a key town in an area of the UK with a This major industrial and commercial 
booming economy larger than that of some Buropean countries the best of old and new and is now one Owing ATENI 
in Britain business success In these loc ations 


t 
LOCATIONS MADE FOR BUSINESS SUCCESS. 


CNT SELLS LAND FOR THE DEVELOPMENT OF BUSINESS PREMISES ID KE OCATIONS THROUGHOUT ENGLAND 
BASILDON BRACKNELL CENTRAL LANCASHIRE CORBY CRAWLEY HARLOW HATFIBLL IEMEL HEMPSTEAD MILTON KEYNES NORTHAMPTON q 
PETERBOROUGH REDDITCH RUNCORN SKELMERSDALE S VENAGE ELFOR WARRINGTON WASHINGTON WELWYN GARDEN CITY 
~~ 


CALL 01908 696300 FOR DETAILS. 
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In defence of the demon seed 


HEN viewed from above, the debate 
now raging in Europe over genetically 
modified organisms looks rather like a crop 
circle. Those for and against the release of 
such species are cutting complex patterns 
into deep fields of scientific and social opin- 
ion. To the public, the meaning of these pat- 
terns is unclear—except that dangerous and 
mysterious forces are plainly at work. 
Monsanto, an American agricultural and 
biotechnology company, has just launched a 
£1m ($1.6m) campaign to convince Europe- 
ans they have nothing to fear, ecologically or 
physiologically, from such products as herbi- 
cide-resistant soyabeans or vitamin-en- 
hanced oils. Critics, including most recently the Prince of 
Wales, accuse the biotechnology industry of being more inter- 
ested in plundering the crop than splendour in the grass. 
Consumers are left confused. Those who oppose genetically 
modified foods have not always been honest about their pos- 
sible benefits. Those who favour them have not always been 
honest about their possible costs. 


Of great benefit to mankind 

On the whole, Europeans are more sceptical of genetic engi- 
neering than Americans. But they are willing to make distinc- 
tions. The genetic modification of animals for medical re- 
search or drug development is seen as a necessary evil. And so 
long as such animals are kept inside the laboratory, public 
concerns are largely contained. Genetically engineered 
plants are seen as a different matter: does it make sense to 
meddle with nature for the sake of a sweeter beet or a brighter 
tomato? Unlike transgenic animals, such plants are designed 
to live in the open, where they may crossbreed with wild rela- 
tives—and products made with them will end up on the din- 
ner table. It is right to be extremely cautious about messing 
with the food supply. Even so, much of the public fear about 
genetics comes from poor understanding. 

One concern is the idea that genetic modification in the 
laboratory is more dangerous than genetic modification in 
the field, which is long-established (see page 87). Laboratory 
modification introduces alien and unnatural genes into 
crops, it is argued, where their eventual effects are unknown. 
Stories of, say, strawberries engineered to produce the natural 
anti-freeze that occurs in flounder or beetles add to the sense 
of strangeness. Yet most plants that have been genetically 
modified contain genes from related plant species or some of 
their natural microbial neighbours. And the genes and pro- 
teins (especially the ones that scientists are keenest to swap) of 
bacteria and plants are very similar in any case. 

Another misunderstanding leads to the fear that antibi- 
otic resistance could be transferred from plants to bacteria in 
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the human gut, creating dangerous patho- 
gens. This risk is no greater for engineered 
foods than for conventional ones—and no 
such risk has yet been demonstrated in either 
instance. Finally, it is untrue that planting 
seeds modified to resist herbicides will lead 
to fields being stripped of all other life, as 
Prince Charles alleged this week in Britain’s 
Daily Telegraph. Micro-organisms and ani- 
mal life will be no more affected than before. 

Although these answers may go some way 
to placating the public, they fail to address 
some trickier questions. What happens if a 
new gene is introduced into the wrong sec- 
tion of the plant’s own DNA, leading to subtle 
changes in its chemistry? What if a new gene moves from a 
modified plant to an unmodified bystander? If something 
goes wrong, how can it be put right? The truth is, nobody 
knows. There have been isolated reports of such “what if” 
cases arising in practice, but scientists have made no system- 
atic assessment of their frequency or significance. Trials to 
date have been too short or too small to shed much light. And 
like some drug complications, ecological side-effects may 
take years to appear. It proves little that there is no evidence of 
harm so far. 

Those in favour of plant modification often argue that the 
new techniques are really no different from traditional plant- 
breeding. Why all the fuss now?, they ask, puzzled. They are 
right—but they also miss the point, which is the need to win 
the public’s trust. The fiasco of mad-cow disease (BSE) has 
dented the credibility of scientists and politicians when it 
comes to food. Although sse has nothing to do with genetic 
modification, that sorry tale has added to fears that the same 
commercial pressures which forced unsafe feed into animals 
are pushing unproven crops into people. The biotech indus- 
try is also vulnerable to the charge that it tried to force-feed the 
market by flooding Europe with so much modified soya as to 
make regulating it impossible. That evoked a reaction. Now, 
no one can blithely ignore the opposition to the new foods. 

Scientists and industry must accept that the Bse crisis has 
put the burden of proof in food safety firmly on to the innova- 
tor, where it belonged in the first place. Greater public disclo- 
sure (in the form of labelling) and tighter regulation (through 
more systematic testing both before and after release) are de- 
sirable in thenftelves—and have become politically inescap- 
able. This need not stifle innovation, as some companies may 
fear. Strict regulation is hardly a novelty for biotechnology 
firms. If, as seems likely, the greatest benefit of genetic modifi- 
cations is in their potential as “functional foods” or even as 
therapeutic drugs, then a new regime will anyway be needed 
to regulate these novel properties. 

And the task of educating the public is not as hopeless as 
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some companies appear to think. Consider the results of 
Switzerland’s recent referendum on genetic engineering. Al- 
though voters were divided on the issue just weeks ago, Swit- 
zerland’s scientists opened their laboratories and expressed 
their views. The result was a two-thirds majority against a ban 
on genetic modification of plants and animals and their re- 
lease into the environment. If other scientists follow the Swiss 
and open a public conversation, the public must be willing to 
listen politely. It is profoundly unhelpful to storm off in a 
huff—destroying transgenic seeds and pulling up field trials, 


as has happened in France, Britain and Ireland. The need is 
for good information: destroying the fields that are the best 
means of supplying it is simply perverse. 

Genetically modified crops have great potential to im- 
prove plant and human health. If the first product on the 
market had been a nutritionally enhanced rice rather than a 
high-tech tomato, consumer response might now be very dif- 
ferent. Today's debate offers scientists another chance to en- 
gage the public and assuage their fears. For the future of bio- 
technology, these are seeds worth sowing. 





Asia's symptoms 


Currency adjustment in East Asia is a good thing, as long as it is orderly 


ACH week, it seems, brings new signs that East Asia’s eco- 

nomic troubles are getting worse. The latest arise from the 
slide of the Japanese yen (see page 76), which has led pundits 
to shorten the odds on a Chinese devaluation, which in turn 
has made everyone worry about everywhere else in Asia. 
Those currencies and markets that are free to move—most no- 
tably Australia’s dollar, and shares in Hong Kong, Singapore 
and Tokyo—have done so in a downward direction. Those 
that are fixed by governments—notably the Hong Kong dollar 
and the Chinese yuan—have simply drawn greater specula- 
tion about the effect of future speculation. If only, one is 
tempted to conclude, all these currencies could be stopped 
from moving—particularly Japan’s yen—then Asia’s econo- 
mies would have a chance to sort themselves out. 

Such a conclusion is tempting, but would also be mislead- 
ing. For although violent currency movements would be 
damaging, because they disrupt companies’ investment 
plans and debt repayments as well as producing sudden 
shifts in the terms of trade, steadier movements are generally 
a consequence of something going on in the real economy. 
And, in many Asian countries but particularly Japan, rather a 
lot is going on. Currently, Japan’s GDP is shrinking, its interest 
rates are low, and its central bank is printing money in an 
effort to reflate the economy. In such circumstances, it would 
be a surprise if the yen were not falling. Attempts to prevent 
the fall would, ifsuccessful in more than merely smoothing it, 
simply store up a bigger collapse later. The drop in the past 
two months has indeed been a bit fast—but previously the 
rate had been held artificially high. 

Certainly, this is awkward for some of Japan’s neighbours. 
They would rather that the region’s richest economy were 
growing strongly and buying bucketfuls of their exports, 
while the yen was meanwhile gaining in value. So would the 
Japanese. But this is not the case, and intervening somehow 
to hold the yen above ¥140 to the dollar, not to mention ¥135 
or ¥130, would not make it so. Indeed, one @f Asia’s biggest 
questions is how sick Japan’s economy is going to become, 
and such an exchange-rate policy would, other things equal, 
be likely to make it sicker. 

Assuming a gradual further decline in the yen, Japan’s 
economy does look like remaining poorly but no evidence 
has yet emerged to suggest that it is destined to join the re- 
gion’s critical list. Unemployment is rising, but from a low 
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base. Prices are falling, but not in a dangerous deflationary 
spiral. The government's recent fiscal stimulus, while it could 
have been bigger, is nevertheless likely to offer some support 
to demand. Of course, something unexpected could happen, 
to turn a modest recession into a true slump. But, for the mo- 
ment, a fair assessment of Japan is that its economic weak- 
ness makes it vulnerable to a shock from outside. It does not 
itself look like a probable shocker for its Asian neighbours. 


The Chinese question 

A better place to look for such a shocker is China. This is be- 
cause it exhibits exactly the sort of rigidities that have proved 
so damaging elsewhere in Asia: a rigid exchange rate, and a 
rigid political system. In Indonesia, such rigidities meant that 
change took a long time to come, but when it arrived it proved 
devastating. Asia’s biggest question, bigger by far than the one 
about Japan, is whether China’s rigidities could eventually 
break in a similar way. 

Usually, this is posed as a financial question: will China 
devalue the yuan? Yet this is to look at China from the wrong 
angle: it is to assume that exports are the most important issue 
for the country, and thus its policy makers. They are not (see 
page 22). Foreign trade remains a relatively small part of eco- 
nomic activity, important far more for the coastal provinces 
than for the heartland; and although exports are falling, this is 
providing only a modest drag on the economy. 

The better angle from which to contemplate China is a 
domestic one. For this is where the biggest changes are taking 
place, posing the biggest dangers in both economic and po- 
litical terms. Reforming state-owned enterprises, which make 
up half of Gpp, will cause a lot of unemployment and discon- 
tent. To cope with that the new prime minister, Zhu Rongji, 
has tried to launch a housing and investment boom. If this 
succeeds in maintaining economic growth and thus limiting 
unemployment, China will be able to shrug off its export 
losses and will have little motive to devalue the yuan. But if it 
fails, the effects could be dramatic. Chief among them would 
be political unrest in China’s main cities. Compared with 
that, an adjustment to the yuan would seem a mere detail. 

In this effort, so far Mr Zhu appears to be faring quite well. 
As with so much in Asia’s economics as well as its politics, 
however, the story has barely begun. 
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The pliant peerage 


Labour’s Lords reform does not go far enough 


TIS a riddle as old as politics itself. Britain’s parliamentary 

system, combined with a winner-takes-all voting system, 
creates governments with mighty central power, wonderfully 
unconstrained by checks and balances that would prevent 
the abuse of that power. Once in a generation or so, a govern- 
ment comes along promising to reform the constitution to 
solve this problem. But once they are in office the reformers 
notice that, well, they possess mighty central power, wonder- 
fully unconstrained by checks and balances. They find they 
rather like things this way. So what is to prevent them rigging 
their reforms to maximise their ability to push their legisla- 
tion through? 

Nothing, to judge by the proposals Tony Blair’s Labour 
government unveiled this week to reform the House of Lords 
by sacking the hereditary peers. In the wry words of Lord 
Cranborne, who leads the Conservatives in the Lords, these 
peers are the fuzzy-wuzzies and Mr Blair has the maxim gun. 
The gun in question is not only the power of the Commons to 
fill the Lords with as many peers as the government wants in 
order to get its way. Mr Blair is also armed with a mandate. 
Labour's manifesto said clearly that the party intended to re- 
move the right of hereditary peers to sit and vote in the House 
of Lords. The government now says it will do what it prom- 
ised as soon as it can. What possible grounds can there be for 
complaint? 

The Economist's complaint is that the proposed reforms 
are not radical enough. Like the government, we think that 
the hereditary principle has no place in a democracy. Like the 
government, we are impatient to rid Parliament's upper 
house of the men and women whosit in it merely by accident 
of birth. But sacking the hereditary peers is not an adequate 
reform on its own. Once the hereditaries have gone, the Lords 
will consist entirely of government appointees—with, says 
the government, an increased proportion of Labour appoin- 
tees to compensate for the present Tory majority. This is 
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hardly a recipe for an effective upper house, capable of acting 
as a check on a mighty executive. 

Lord Richard, the government's Lords minister, defends 
the modesty of the reform by claiming that it is nothing more 
than a first step. Further reforms of the way the Lords are se- 
lected (or elected?) and in the powers of the upper house may 
emerge once the government has decided how and whether 
to alter the way the Commons is elected, which in turn awaits 
the publication later this year of a report from the Electoral 
Reform Commission chaired by Lord Jenkins. All these deci- 
sions are logically connected and will take time, which is why 
it might appear to make sense—purely as an interim mea- 
sure—simply to scrap the hereditaries. 


How long is ‘‘interim’’? 

The trouble with this step-by-step approach is that “interim” 
arrangements for the Lords have a habit of sticking. Many of 
the chamber’s present powers and membership were settled 
by the 1911 Parliament Act and the 1958 Life Peerages Act, both 
of which were conceived of as temporary measures but have 
nonetheless survived to the present. 

The same thing could happen again. It is the hereditary 
principle in the Lords that offends most strongly against 
democratic instincts. So there is a case for hoping that the dis- 
appearance of the hereditary peers will give the surviving 
Lords greater confidence to exercise the latent powers they are 
too diffident to exercise at present. Or there would be, had the 
government not signalled that it will not allow this. A likelier 
outcome is that with the hereditaries gone, the government 
will find the Lords even more pliant than they are now. Hav- 
ing fulfilled a manifesto commitment and made its own life 
easier, the government will be sorely tempted to stop Lords 
reform right there. How much better it would be to wait a few 
months for Lord Jenkins to deliver his report on electoral re- 
form and then modernise both houses at the same time. 





The perils of prudence 


Budget surpluses are in fashion—for now 


C6 TD LESSED are the young, for they shall inherit the na- 

tional debt.” The speaker was Herbert Hoover, Ameri- 
ca’s president at the start of the Great Depression, who is often 
blamed for deepening that slump by trying to balance the 
budget even as output plunged. In more recent times govern- 
ments have had few qualms about borrowing; most have run 
budget deficits almost continuously since the early 1970s. But 
the tide of red ink is now turning black. As many as half of all 
rich economies are expected to run budget surpluses this year. 
America, as President Clinton likes to crow, is running its first 
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budget balance 
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surplus since man walked on the moon, but other countries 
as varied as Canada, Denmark, Ireland and Sweden are also 
repaying their gational debt. Such discipline is to be wel- 
comed, but the feal test of fiscal prudence is yet to come. 
There is much talk in America and elsewhere of a new era 
of budget surpluses. But maintaining a surplus is tricky. Re- 
member Britain’s at the end of the 1980s? Margaret Thatcher 
barely had time to dream about how quickly she could pay off 
the national debt before the government found itself strug- 
gling with an enormous deficit of 8% of GDP. Governments 
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today boast that they have achieved their surpluses through 
hard work and strict discipline. Spending restraint has 
played a part, but much of the change has also been due to 
strong growth which has automatically boosted tax revenues 
and trimmed the cost of unemployment benefits. When the 
jobless rate is at a 30-year low of 4.3%, America jolly well 
ought to be running a budget surplus. The hard part will be to 
maintain it over a full business cycle. 

A surplus makes it harder for a finance minister to con- 
vince his colleagues, public-sector workers and voters at large 
of the need for penny-pinching. Demands are already grow- 
ing that surpluses be spent on cash-strapped schools or hospi- 
tals (or, more likely, on higher public-sector wages) or handed 
back as tax cuts. America’s House of Representatives voted last 
week in favour of a Republican plan for more than $100 bil- 
lion of tax cuts over five years. This will supposedly be ac- 
companied by unspecified spending cuts, but these are likely 
to prove elusive. On the surface, tax cuts may seem sensible. 
After all, you might think, it is surely better for the govern- 
ment to return money that belongs to taxpayers rather than 
hoard it or, worse still, fritter it away on public spending. 

Not necessarily. To cut taxes when the economy is already 
overheating is like pouring fuel on to a fire. It would make a 
rise in American interest rates all the more urgent. Ireland 
provides an even more alarming example. The government's 
budget surplus might suggest that policy is prudent. But the 
Irish economy is overheating dangerously, and interest rates 
cannot be lifted because they have to fall to the same level as 
in continental Europe by the start of 1999 when EMu begins. 
The obvious solution is to raise taxes to curb demand. Instead 
the government is cutting taxes and increasing its spending. 


Governments need to conserve their surpluses—or run 
even bigger ones, in some cases—for another reason. Their 
public finances are much less prudent than conventional 
measures suggest. The figures ignore the future liabilities of 
unfunded pension commitments. As populations age, the 
cost of pay-as-you-go state pension schemes (ie, schemes 
where pensions are financed out of current taxes) will ex- 
plode, implying a big increase in the tax burden on future 
workers. The best thing would be to privatise those schemes 
and shift them on to a properly funded basis; in the mean- 
time, governments need to run big surpluses today if they are 
to avoid big deficits (or higher taxes) tomorrow. 


Surplus? What surplus? 

A priority for governments should be to reform budget ac- 
counts to make future pension liabilities explicit, and so force 
policy makers to focus on the long-term consequences of cur- 
rent policies. This would show that today’s retired people are 
enjoying an enormous transfer of income from current work- 
ers. In America, “generational accounts” suggest that today’s 
young workers will have to pay around $250,000 more in 
taxes over their lifetime than they will receive in benefits if 
current levels of payment are maintained. Mr Clinton is right 
to want to use budget surpluses to shore up America’s social- 
security system. 

The lesson for governments is plain: they may have a 
small budget surplus right now, but they cannot afford to re- 
lax. Most, given the state of the cycle and their pension liabil- 
ities, should be aiming to run an even bigger surplus—as mea- 
sured by current misleading statistics. In all likelihood, 
though, few will try and even fewer will succeed. 





A new world court 


American objections to a strong international criminal court are misplaced 


N THEORY at least, setting up a permanent court to put the 

world’s worst criminals on trial should be a straightfor- 
ward task. There is little doubt about which egregious crimes 
it should cover. The international treaties passed since the 
second world war covering war crimes, genocide and crimes 
against humanity fill many volumes. And there is little doubt 
that grave breaches of all these treaties still inflict misery on 
millions and threaten international peace. Yet most of the 
world’s Pol Pots and Saddam Husseins go unprosecuted. 

Only six months ago, hopes were high for a change. It 
looked then as if the conference that begins in Rome on June 
15th to hammer outa treaty setting up such a court would bea 
giant step towards extending the rule of international law. 
Instead, the prospect of failure now hangs over the five-week 
gathering. Failure would be not just a mi opportunity, 
but a blow to the cause of human rights everywhere. 

So what has gone wrong? After nearly four years of intense 
negotiations among some 120 countries, the effort to set up 
the world criminal court has run smack into the ambivalence 
that has always been felt by the world’s biggest powers about 
international law: they are keen to have it applied to others in 
the name of world order, but loth to submit to restrictions on 
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their own sovereignty (see page 50). 

Most disappointing of all has been the attitude of the 
United States. Right from the beginning, America has been 
actively involved in the negotiations. Both Bill Clinton and 
Madeleine Albright, America’s secretary of state, have de- 
clared their support for the idea of the court. But in the talks 
themselves, America’s delegates have raised a host of objec- 
tions, and they have proposed features that would fatally un- 
dermine the court’s effectiveness. 

In March the Pentagon called in military attachés from 
100 countries to warn them that soldiers everywhere have 
something to fear from the negotiations. In April, America 
startled other countries by suggesting a whole new set of defi- 
nitions for the crimes to be covered by the court, an issue that 
others thought had been settled long before. Since then Amer- 
ican diplomats around the world have been warning coun- 
tries of the dangers of giving the court too much power. 

Such behaviour has alarmed and dismayed the many 
backers of an independent court, including most human- 
rights groups and lawyers’ associations in America itself. 
With American support, the establishment of a strong court 
would be almost a certainty. But if America continues to be 
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intransigent, the talks in Rome will be fraught. 

American negotiators seem to want to set up a court, but 
only one over whose investigations and prosecutions the 
American government would have a veto. In particular, they 
seem to be seeking a guarantee that no American citizen 
would ever be subject to the court's jurisdiction. Supporters of 
astrong court argue, rightly, that such a politicised institution 
would be worse than no court at all. 


Tutoring Uncle Sam 
_ The United States is not wholly obstructive. Though it makes 
too much of the fear that its peacekeepers might be hauled 
before the court for incidents beyond their control—that pos- 
sibility is a concern for peacekeepers of all nationalities—it 
can perhaps be forgiven for worrying that a politically moti- 
vated “rogue” prosecutor with an animus against the United 
~ States might try to single out Yanks for trial. Americans also 
- -ask how the Security Council could broker peace agreements 
if the court were going after prominent politicians or officials 
from any countries involved in the conflict. 
Such concerns should not be brushed aside too quickly. 
No excuse should be offered to American isolationists to en- 
courage them to prevent their country taking action abroad 





when it is needed to help promote peace or end tyranny. But 
the supporters ofa strong court are willing to require the pros- 
ecutor to submit his decisions to a review by the court’s 
judges, which should rein in any rogue. They also point out 
that the court will not intervene where a domestic legal sys- 
tem is functioning adequately. So if America is willing to 
prosecute its own war criminals, it should have nothing to 
fear from a world court. As for American concerns about the 
Security Council, they look ill-founded: the Dayton accords 
were signed even though all the leaders involved in the Bos- 
nian conflict were explicitly denied immunity from prosecu- 
tion for war crimes (by the Americans themselves). The Secu- 
rity Council could, moreover, have the power to insist that the 
court should suspend an investigation temporarily. 

Other countries with peacekeeping forces abroad, such as 
Britain and Canada, want a strong court, and are ready to 
submit to its jurisdiction. They may yet be able to win Ameri- 
ca’s backing for an institution that would, at last, fulfil the 
aspiration expressed at the Nuremberg trials 53 years ago: to 
apply human-rights law without fear or favour to every con- 
flict. But if they cannot, they should proceed as they have had 
to do on so many other human-rights treaties—on their own, 
in the hope that, some years later, America will follow. 
























` TJ ERHARS you noticed that a soccer tournament started in 
; France this week. Never mind the riots, never mind the 
strikes, say the organisers, prepare to enjoy one of the world’s 
_ great festivals of sport. During the next few weeks men all over 
~ the planet will regress to traditional patterns of behaviour, 
slumping in front of their television sets, neglecting their 
«household duties. True aficionados will abandon their fam- 
_ ilies and travel to France, perhaps with tickets to games, but 
<x probably not, thanks to the French authorities—and prefera- 
bly not, in fact. The mark ofa true fan is to travel to a stadium 
-without means of admission, hand over the next year’s house- 
keeping to a tout and receive in return a forged ticket that will 
be rejected at the entrance. That’s devotion to the game. We 
-admire it as much as the next man. 

That's right: we said “man”. Careful studies, albeit contro- 
` versial in some quarters, suggest that most football fans are 
male. Increasingly these days, women may affect an interest 
in the game, but on closer examination they turn out to be 
_ mainly interested in men, either off the pitch or on, not in the 
“sport itself That is as it should be. But what is only now com- 
: -ihg to be understood, thanks to new scientific research, is the 
: terrible price that men pay for their devotion, and the shock- 

ing biological advantage that women roe ee indulging 
it. Men are literally killing themselves for love of the game— 
and women are cheering them on. 

It is a well-known fact that women live longer than men. 
But scientists have long puzzled over why this should be. Bio- 
logically speaking, childbirth makes perceptibly greater de- 
mands on women than on men: you might expect female life- 
expectancy to be lower, accordingly. Why isn’t it? The answer 
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Sex, death and football 


-Why men should stay at home and look after their babies 





is shocking, even scandalous. According to the new research, 
it is because mothers spend more time than fathers looking 
after their children. 

Researchers have tested this theory by examining various 
kinds of monkey (see page 88). They found a strong correla- 
tion between the time females spend caring for their off- 
spring and the longevity of females relative to males. Where 
females do all the caring, their advantage in life-expectancy is 
greatest; where males share more of the burden, the female 
advantage in lifespan is less. In about 99% of cases, females do 
more caring than males, but the clincher is that the research- 
ers also examined two species—the owl monkey and the titi 
monkey—where males are the main carers. In both these spe- 
cies, males live longer than females. The less time males 
spend looking after their offspring, it seems, the more time 
they spend competing with each other for status, either by 
fighting each other or pursuing an irrational dedication to 
ball games. Plainly, such struggles make greater demands on 
one’s physical resources than giving birth. 

Now, it will be argued that it is premature to base moral 
guidance on these results. We disagree. Yes, questions will be 
raised about the researchers’ findings, or about the Darwin- 
ian rationale that appears to validate them, but these and 
other details need not detain us. The point is clear. Women, 
deplorably, have been monopolising the raising of children 
and encouraging men to put their very lives in jeopardy by 
watching lots of football. Men, turn off that television and 
cancel that trip to France. Be a new man and, this time, mean 
it. Change a nappy, by God, and put years on your life. 
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Compete, don’t delete 


In a leader and accompanying article in our issue of May 23rd, we argued that 
America’s Justice Department was right to bring an antitrust case against 
Microsoft. We asked Bill Gates to respond, and this is his reply 


S A long-time admirer of The Econo- 
mist’s stance on business and eco- 
nomics, I have been surprised by your re- 
cent coverage of Microsoft, and welcome 
this chance to set out some of the facts 
about our disagreement with the Justice 
Department. 

In less than two decades, America’s soft- 
ware industry—indeed, the entire pc indus- 
try—has become the most vibrant, innova- 
tive and competitive industry in the world. 
Without government regulators restricting 
or managing its creativity, it has grown to 
generate one-quarter of America’s real eco- 
nomic growth and 8% of its national out- 
put. One element of this success is the avail- 
ability of a software platform that runs on 
all pcs, with a common interface and nu- 
merous applications. Microsoft's Windows 
Operating system is the most popular soft- 
ware platform today precisely because of 
its openness to developers. 

Consumers, too, tell us they value our 
open software standard and the hugely 
beneficial effect it has had on the cost of 
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computing, which has fallen by a factor of 
10m since the microprocessor was in- 
vented in the early 1970s. They tell us they 
appreciate the fact that, thanks to the com- 
mon Windows interface, they can choose 
from thousands of makes and models of 


William H. Gates III is chairman 
and chief executive of Microsoft, the 
company he co-founded in 1975. 
One of the first to see and act upon 
the possibilities of the personal com- 
puter, he has led his firm to a com- 
manding position in the PC-soft 

ware business. Wall Street currently 
values the company at $211 billion, 
making Mr Gates, at 43, one of the 
most successful entrepreneurs of this 
or any century. Regulators permit- 
ting, he hasn’t finished yet. 





PC, yet will always know how to use the one 
they opt for. And thanks to the common 
Windows programming environment, 
consumers know that virtually any pc from 
any manufacturer will run literally thou- 
sands of applications. 

Consumers also tell us they want Pc op- 
erating systems to be steadily improved 
with new features and functions—not an 
ever-increasing tangle of separate products, 
each with its own installation require- 
ments, special commands and price tag. 

Our development and widespread li- 
censing of Windows have also contributed 
significantly to the astonishing growth of 
the software industry around the world. 
From a standing start a decade ago, the 
ranks of independent developers design- 
ing software for Windows have swelled to 
2.2m in America, and 5m worldwide. Since 
1995 alone, the pc-software industry has 
created 162,000 new jobs in Western Eu- 
rope, and now contributes more than $15 
billion a year in tax revenue for European 
governments. 


Founded on open standards 


In the American computer-services indus- 
try, more than 300,000 people work in jobs 
related to Microsoft software, making up 
an industry with $40 billion in annual rev- 
enues. There are more than twice as many 
opportunities for Windows-based com- 
puter-services careers in America than 
there are for jobs focused on the combined 
proprietary technologies of 18M, Novell, 
Oracle and Unix. Open standards are what 
create jobs—not regulation or the old, verti- 
cally integrated computer-industry model 
our competitors seek to resurrect. Open 
standards are the reason why Pc sales have 
soared (see chart 1 on next page). 

The current popularity of Windows 
does not mean that its market position is 
unassailable. The potential financial re- 
ward for building the “next Windows” is so 
great that there will never be a shortage of 
new technologies seeking to challenge it. 
Powerful competitors such as 1BM, Sun 
Microsystems and Oracle are spending 
hundreds of millions of dollars annually to 
develop new software aimed squarely at re- 
placing Windows. That is one reason why 
we price Windows so low. If we increased 
prices, failed to innovate, or stopped incor- 
porating the features consumers want (such 
as support for the Internet), we would rap- 
idly lose market share. 

It is often argued that Microsoft should 
be deemed a regulated “essential facility”. 
This too is weak. Essential-facility law pri- 
marily applies to a physical asset or facility 


17 


av 


BILL GATES REPLIES 


(such as a bridge) that a company 
(or companies) denies to competi- 
tors, and which cannot be dupli- 
cated by those rivals. By contrast, 
Windows is a piece of intellectual 
property whose “facilities” are to- 
tally open to partners and com- 
petitors alike. Windows’ program- 
ming interfaces are published free 
of charge, so millions of indepen- 
dent software developers can 
make use of its built-in facilities 
(eg, the user interface) in the appli- 
cations they design. Those same 
interfaces are also provided freely 
to manufacturers of computer 
peripherals, who take similar advantage of 
them. And we license Windows cheaply to 
any pc maker that wants to use it, a strategy 
which has allowed computer makers such 
as Compaq and Dell to focus on improving 
their products. 

Windows became a de facto standard 
because from the outset we adopted a low- 
price, high-volume business model. Your 
assertion that “the cost of a retail upgrade 
of Windows has more than doubled since 
1990” is misleading: prior to Windows 95, 
PC buyers needed both pos and Windows 
if they wanted a graphical user interface. 
The cost of upgrading that pos/Windows 
operating system in 1990 was, at the street 
prices most consumers pay, much the same 
as today’s $89 pre-order street price of a 
Windows 98 upgrade. This relatively stable 
pricing during the 1990s is in line with ri- 
val operating systems, and a fraction of the 
cost of Unix-based operating systems such 
as Sun’s Solaris. 

Moreover, consumers clearly think the 
price/value proposition of a Windows up- 
grade is excellent. Millions have bought up- 
grades, even though their pcs would con- 
tinue to operate perfectly with their 
original operating system. 


It just gets better 
While its price has remained relatively sta- 
ble, the number of features in Windows— 
and its benefits to consumers and software 
developers—has increased dramatically, a 
result of our enormous investment in R&D. 
Windows 98 includes a new Web- 
like user interface, a more efficient 
file system, faster launching of 
applications, multiple-monitor 
support, faster 3D graphics, easier 
connection to peripherals (such as 
digital cameras) and more—all for 
the same low price as Windows 
95. And as our Web-browsing tech- 
nology was integrated into Win- 
dows 95 nearly three years ago, the 
launch of Windows 98 has no 
bearing on our competitiveness 
with Netscape’s Navigator brows- 
er—except that Windows 98 and 
its integrated Web-browsing fea- 
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tures are better than ever, and consumers 
are likely to respond positively to that. 
(Netscape’s browser runs even better on 
Windows 98 than on Windows 95, too.) 

On any measure Windows remains a 
bargain. For consumers paying street prices 
for an upgrade, the cost of using Windows 
98 over three years (a conservative lifespan) 
will be a mere eight cents a day—cheaper 
than The Economist's current special offer 
here in America (see chart 2). For consum- 
ers who get Windows with a new pc, the 
cost is less than five cents a day. If you pur- 
chased separate software products to up- 
grade, say, Windows 3.0 to get the function- 
ality provided by Windows 98, it would 
cost at least $400. 

Ironically, the government's lawsuit on 
behalf of Netscape is attacking one of the 
fundamental principles that has fuelled 
the rapid improvement in pcs—that every 
company should be free to innovate and 
continuously improve its products on be- 
half of consumers, adding new features 
and functionality. The regulators’ case cen- 
tres on the claim that we integrated our In- 
ternet Explorer browsing technology into 
Windows in an attempt, in your words, “il- 
legally to counter Netscape’s Navigator 
browser”. The central flaw in this allegation 
is that there are absolutely no laws against 
innovating. In fact, the law says that every 
company—from the smallest start-up to the 
largest multinational—should always work 
to improve its products for consumers. 

Contrary to the government's central 





accusation, Microsoft planned the 
integration of Internet technology 
into Windows well before Net- 
scape was even formed, and long 
before it shipped its first browser 
in October 1994. Many Microsoft 
emails and memos from 1993 and 
early 1994 reflect this strategy. 

For example, on December 7th 
1993, Steve Ballmer, Microsofts 
executive vice president for sales 
and support, sent email suggest- 
ing that it “could really help pop- 
ularise” the forthcoming Win- 
dows 95 if the operating system 
could be positioned as “the great- 
est front-end to the Internet”. In an email 
dated December 16th 1993, a Microsoft 
technologist noted that “Internet connec- 
tivity... should be an integral part of the 
operating system,” adding that “customers 
will love us for providing these facilities.” 
And in speeches made in early 1994— 
which were reported in the press—I too 
talked extensively about our plans to inte- 
grate Internet access into Windows 95. 


Free to choose 


The fact that our browser was integrated 
into Windows 95 from the outset did notin 
any way prevent consumers from choosing 
another browser. Windows users hardly 
flocked to use the early versions of Internet 
Explorer, and its first reviews were rather 
embarrassing. In August 1995 Time called 
version 1.0 “somewhat clunky”, while the 
Wall Street Journal’s verdict on version 2.0 
in January 1996 was that “the clear victor 
today is Netscape Navigator.” But in the 
past nine months, our browsing technol- 
ogy has won 19 out of 20 head-to-head re- 
views against Netscape’s, which is why we 
have seen more and more consumers using 
it. Fortune, for example, wrote that version 
4.0 of Internet Explorer “beats Navigator 
hands down.” | am very proud of the work 
our development teams have done to make 
it easy for Windows users to access the In- 
ternet—and we have many more improve- 
ments in the pipeline. 

The regulators are trying to tell the court 
that Windows 98 is not one product, but 
two—an operating system and a 
separate Web browser—and that 
the former would work fine with- 
out the latter. This just isn’t true. 
Windows 98 was designed from 
the ground up as a single product 
that performs a variety of func- 
tions, including Web browsing. If 
the software that provides Web- 
browsing functionality were re- 
moved from Windows 98, the op- 
erating system would fail to 
function in many ways. 

As you observe, the govern- 
ment claims that Microsoft “tried 
to push Netscape into colluding 
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with it” to carve up the browser market ille- 
gally during a meeting with Netscape in 
May 1995. The facts do not support this 
claim. The meeting the government seems 
to be referring to actually took place in June 
1995, not May, and its purpose was to dis- 
cuss various technologies Microsoft pro- 
posed sharing with Netscape, so that 
Netscape’s browser could take advantage of 
the cool new features we were developing 
for Windows 95. Email sent by Mare And- 
reessen, one of Netscape’s founders, makes 
this clear, as do an agenda printed on Net- 
scape stationery and handwritten notes 
taken by one of the people attending the 
meeting. 

Shortly after the meeting, Mr And- 
reessen sent email to a Microsoft attendee 
enthusing, “Good to see you again today— 
we should talk more often,” an odd senti- 
ment given his supposed indignation over 
the meeting. And on August 24th 1995 Net- 
scape was a featured applications devel- 
oper at the Windows 95 launch event at the 
Microsoft campus—again, hardly consis- 
tent with the government's claim that 
Microsoft threatened to withhold informa- 
tion about Windows 95 from Netscape. 


Trial by snippet 

When you consider that Microsoft has co- 
operated fully with the government's inves- 
tigation, and provided over a million pages 
of internal documents and emails, it is not 
surprising that the government has been 
able to find a handful of statements—many 
by relatively junior staffers—that can be 
taken out of context to paint a misleading 
picture. Once all the facts are on the table, 
however, we believe these misleading snip- 
pets, and the government's entire case, will 
be seen in a very different light. 

You also refer to Microsoft’s “control 
over the pc desktop”, and suggest that the 
regulators’ demand that we give it up is rea- 
sonable. We have made incredible invest- 
ments in the Windows user interface, and 
when consumers buy a Windows Pc this is 
what they expect to see. Eliminating the in- 
terface would be a step back to the old com- 
puter industry, where each machine had a 
unique interface and was incompatible 
with other computers. 

pc makers already have many ways to 
customise the screen. They can use the open 
space on the Windows desktop—about 85% 
of the screen—to display their own 
branded content. They can include our 
competitors’ software and display their 
icons prominently. And they can, and do, 
install Netscape’s browser and display it 
“on equal terms” on the desktop—they can 
even make it the default browser before the 
PC leaves the factory. pc makers can also 
create their own channel on the Channel 
Bar, and partner with content providers to 
create numerous sub-channels. And con- 
sumers, with a few clicks of a mouse, can 
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change all of the above. It is they, not 
Microsoft, who ultimately control the pc 
desktop. 

Even though Netscape’s browser is at 
most a few mouse-clicks away, the Justice 
Department also wants, as you note, “to 
make non-Microsoft browsers more avail- 
able to consumers” by forcing Microsoft to 
include Netscape’s Navigator—which the 
Justice Department positions as a competi- 
tor to Windows—in Windows. We have in- 
vested hundreds of millions of dollars 
developing and promoting Windows. We 
should not be forced to link Windows to 
software made by a competitor, whose 
quality we could not vouch for. It is also 
worth asking why Netscape, whose browser 
has the highest market share, should get 
special treatment. After all, hundreds of 
other software vendors offer products that 
compete with parts of Windows. 

This goes to the heart of Microsoft’s dis- 
agreement with the Justice Department: we 
are defending the legal right of every com- 
pany to decide which features go into its 
own products. 

The integration of innovative new 
ideas and products has been the path taken 
by almost every industry, from the auto 
business (which for a century has inte- 
grated new features that were once deemed 
“accessories”) to consumer electronics 
(where audio, Tv and movie technology are 
merging into all-in-one home-theatre sys- 
tems). All modern computer operating sys- 
tems include integrated Web browsing. 
And Netscape, as part of its strategy to make 
its browser an alternative operating system, 
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is integrating numerous new features that 
are also offered separately from other soft- 
ware companies. 

America’s antitrust laws do not provide 
any basis for government regulators to at- 
tempt to design software products. Only 
last month, in a ruling granting Microsoft's 
motion for a stay of the preliminary injunc- 
tion issued last December insofar as it ap- 
plied to Windows 98, the Appeals Court 
stated that “the United States presented no 
evidence suggesting that Windows 98 was 
not an ‘integrated product’ ,” as defined by 
the consent decree, and that, under these 
circumstances, any interpretation of the 
consent decree that would bar the distribu- 
tion of Windows 98 would “put judges and 
juries in the unwelcome position of design- 
ing computers.” 


What the people want 


In the end, it all comes back to consumers. 
It is they who have benefited most from the 
open standards that have marked the per- 
sonal-computer age. And it is they who 
would be harmed most if the computer in- 
dustry were forced to return to the high- 
cost, fragmented standards that marked the 
age of the mainframe. Consumers tell us 
they want more innovation and real 
choice—not less innovation and choice re- 
stricted by regulators. It is free and fierce 
competition in the computer industry that 
has created innovation and choice—and 
consumers will continue to benefit only as 
long as this vibrant industry remains unfet- 
tered. It is consumers who have convinced 
us we are doing the right thing. 
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Serbs isolated 





As Serbia continued its offen- 
sive against ethnic-Albanian 
separatists in Kosovo, the 
United States and Britain 
said they would ask the UN 
Security Council to approve 
the use of force to stop the 
violence. 


Italy's centre-right opposition 
did well in a second round of 
local elections, capturing 
mayoralties in traditional 
left-wing strongholds like 
Lucca and Parma. The oppo- 
sition’s leader, Silvio Berlus- 
coni, said it would vote 
against the government on 
the expansion of NATO, 
which could trigger a vote of 
confidence. 


Germany’s unemployment 
rate fell from 11.4% in April to 
10.9% in May. For the first 
time since 1995 it was lower 
than a year earlier. 


Germany’s Green Party 
shelved policies to triple the 
price of petrol and vote 
against the deployment of 
German troops in Bosnia. 
Popular support for the party 
fell by half after the policies 
were announced in March. 


The European Commission 
proposed a partial lifting of 
the ban on exports of British 
beef, which was imposed two 
years ago after mad-cow dis- 
ease was linked to a similar 
disease in people. 


Air France settled a ten-day 
pilots’ strike hours before the 
kick-off of football’s World 
Cup in France. 
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Western governments threat- 
ened to recall their ambassa- 
dors from Belarus en masse 
after the government told 22 
of them to leave their homes 
because they were unsanitary. 
The president, Alexander 
Lukashenka, then delayed the 
eviction by a week. 


Turkey suspended a $145m 
contract to buy missiles from 
France to discourage the 
French Senate from following 
the National Assembly and 
stating that “France publicly 
recognises the Armenian 
genocide of 1915.” 


The European Union agreed 
to ban drift-net fishing in or- 
der to protect dolphins and 
other marine life. 


New general 


General Abdulsalam Abu- 
bakar, a career soldier with- 
out previous political experi- 
ence, took over as Nigeria’s 
president after the death, 
from a heart attack, of Gen- 
eral Sani Abacha. He said he 
would stick to General 
Abacha’s transition pro- 
gramme, which was due to re- 
turn Nigeria to some form of 
civilian rule in October. 


The border dispute between 
Ethiopia and Eritrea, two 
former allies, erupted into a 
small undeclared war, with 
bombing raid® from both 
sides. 


A rebel force led by Ansu- 
mane Mane, who was sacked 
as army chief at the weekend, 
tried to overthrow Guinea 











Bissau’s President Joao Ber- 
nardo Vieira. At mid-week, 
government forces held the 
capital, Bissau; the rebels 
were dug in on the outskirts. 


A bigger deal 


The House of Representatives 
narrowly approved a plan to 
cut taxes by $101 billion and 
to pass equivalent (unspeci- 
fied) spending cuts. Both sets 
of cuts were steeper than had 
been agreed in last year’s bud- 
get deal. 


The Supreme Court justices 
heard arguments from 
Kenneth Starr, the White- 
water independent counsel, 
that attorney-client privilege 
should not extend beyond the 
death of the client. Mr Starr 
was trying to obtain notes of 
conversations between Vince 
Foster, a White House aide, 
and his lawyer, shortly before 
Mr Foster's suicide in 1993. 


President Clinton denounced 


as “shocking and outrageous” 
the murder of a black man 
by whites in east Texas. The 
man was chained to a pick- 
up truck and dragged along 
until he was decapitated. 


Elizabeth Dole, wife of Bob 
and a favourite for the Re- 
publican presidential nomi- 
nation, said she would not be 
running. 


In Mexico, the body seeking 
to mediate in Chiapas dis- 
solved itself, after its head, 
Samuel Ruiz, bishop of the 
area, resigned, saying govern- 
ment criticism was under- 
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mining it. Seven people died 
when Zapatists attacked po- 
lice and soldiers trying to oc- 
cupy a rebel village. 


Mexico’s forest fires were 
dying down, largely doused 
by belated rain. 


Peru got a new prime minis- 
ter: Javier Valle Riestra, a vig- 
orous critic of the president, 
Alberto Fujimori, who ap- 
pointed him. 


Polls showed the gap narrow- 
ing further still between Bra- 
zil’s President Fernando 
Henrique Cardoso and his 
left-leaning main rival, Lula 
da Silva. 


Argentine police arrested 
Jorge Videla, a former army 
commander, coup leader and 
then head of state from 1976 
to 1981. Jailed in 1985 for 
many dirty- war murders, he 
was pardoned in 1990, but 
risks trial for “stealing” chil- 
dren of the “disappeared” 
and putting them up for 
adoption. 








Explosive 


A series of bombs exploded 
in Pakistan. In the biggest 
blast, 26 people were killed 
on a train in Sindh province. 
Pakistani officials blamed In- 
dian agents. India denied it 
was responsible. 


South Korea's president, Kim 
Dae Jung, urged the United 
States to ease sanctions 
against North Korea during 
a state visit to America. 


A cyclone hit the coastal re- 
gions of western India, claim- 
ing more than 500 lives. 
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The yen slipped to a seven- 
year low against the dollar. 
The greenback’s strength was 
aided by Alan Greenspan, 
chairman of the Federal Re- 
serve, who said that American 
interest rates are likely to go 
up at some point; there were 
few signs of Asian stabilisa- 
tion, he added. Asian curren- 
cies and markets as a whole 
sagged. The Australian dollar 
fell close to an all-time low, 
dragged down by a weakened 
yen. 


Lack of hard cash from a 
meeting of the G7 finance 
ministers caused Russian 
shares to slump. Standard & 
Poor's downgraded Russia’s 
sovereign debt. 





Chipped 


America’s Intel was clob- 
bered by the Federal Trade 
Commission, which filed 
antitrust charges against the 
world’s largest chip maker 
only weeks after the Justice 
Department filed a (much 
larger) suit against Microsoft. 


STMicroelectronics (for- 
merly scs Thomson Micro- 
electronics) bucked the de- 
pression in chip shares with 
one of the largest ever second- 
ary share offerings by a tech- 
nology firm. It raised $1.75 
billion, reducing the French 
and Italian governments’ 
stakes from 70% to 56%. 





America’s NBC television 
network plans a new Internet 
“portal”—a site that provides 
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assorted services and a conve- 
nient gateway to the rest of 
the Net. The firm paid 
$26.2m for a 4.9% stake in 
CNET of San Francisco and 
acquired an interest in Snap!, 
its directory and navigation 
service. NBC has other Inter- 
net ventures, including 
MSNBC, a cable Tv and online 
news service it runs with 
Microsoft. 


In the fast-consolidating busi- 
ness of antiviral so 
America’s Network Associates 
agreed to buy Britain’s Dr Sol- 
omon’s Group for $640m, 
creating one of the world’s 
biggest groups dealing in 
computer-network security. 


Italy’s burgeoning 
telecoms market is gaining 
another mobile-phone ser- 
vice. The government granted 
a third licence to WIND, an 
international consortium 
comprising ENEL, the coun- 
try’s state-owned electricity 
utility, France Télécom and 
Deutsche Telekom. 


Boosted 


Heineken of the Netherlands 
is buying 30% of Poland’s 
largest brewer, Brewpole, 
which it will merge with 
Zywiec, Poland’s second-larg- 
est, giving Heineken a 50% 
stake plus one share in the 
new entity. The two together 
will give Heineken more than 
a third of Poland’s growing 
beer market. 





A isele of bidders sent 
shares soaring in Thistle Ho- 
tels, the largest group in the 
booming London hotel mar- 
ket, rating the hotelier at 
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some £1.5 billion ($2.4 bil- 
lion). Thistle’s biggest share- 
holder, New Zealand's strug- 
gling Brierley Investments, 
will be glad of the exit. Simi- 
lar vying drove shares up in 
Cockerill Sambre, a state-con- 
trolled Belgian steel maker, 
after Thyssen Krupp, Europe’s 
largest steel maker, joined a 
list of potential bidders. 


An Italian fashion house, 
Prada, took a 5% stake in ri- 
val Gucci, which has been re- 
garded as a possible takeover 
target for most of the time 
since its flotation three years 
ago. Prada paid about $145m. 


Joint accounts 


Minneapolis-based Norwest 
is paying $32 billion for 
Wells Fargo of San Francisco 
in a “merger of equals” that 
will create a bank with assets 
of $190 billion. us Bancorp 
bowed to Norwest’s victory by 
announcing a $2.5 billion 
share buy-back. 


Fortis raised its bid for 
Générale de Banque and 
won the battle for Belgium’s 
biggest bank, knocking back 
ABN Amro, one of the world’s 
biggest banks, which had 
made an unEuropean hostile 
offer. Belgo-Dutch Fortis 
raised its bid by 16% to value 
Générale at BFr520 billion 
($14 billion). 


The Philadelphia Stock Ex- 
change, America’s oldest, 
agreed in principle to merge 
with the American Stock Ex- 
change and the National 
Association of Securities 
Dealers, which themselves 
plan to merge. 


Swiss-American Credit Suisse 
First Boston is pZying $675m 
for Garantia, B¥azil’s leading 
investment bank. 


America’s Federal Reserve ap- 
proved the merger of Union 
Bank of Switzerland and 
Swiss Bank Corp. Criticism 
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that Swiss banks had failed 
to deal properly with the 
claims of Holocaust heirs did 
not warrant blocking the 
deal, it said. 


Amid strong investor interest, 
the Polish government set a 
high price on Pekao, valuing 
the country’s largest bank at 
6.2 billion zlotys ($1.8 billion), 


The European Bank for Re- 
construction and Develop- 
ment is paying 2.5 billion ko- 
runas ($74m) for an 11.8% 
stake in Ceska Sporitelna, 
the Czech Republic’s second- 
largest bank, to speed its 


privatisation. 


Rolled over 


Volkswagen won the battle 
for Rolls-Royce. Sharehold- 
ers voted to allow the British 
luxury-car maker to fall into 
one set of German hands (vw) 
rather than another (BMW). 
vw is paying £430m 
($700m)—and now has its eye 
on an Italian sports-car 
maker, Lamborghini. 





A strike at a General Motors 
car-parts factory in Michigan 
forced America’s biggest car 
maker to close another vehi- 
cle-assembly plant. 


A jury in Florida awarded 
$500,000 in compensation 
and $450,000 in punitive 
damages against tobacco firm 
Brown & Williamson, a sub- 
sidiary of B.A.T. In the saga of 
tobacco litigation, it is the 
first time a plaintiff has won 
punitive damages in a 
straightforward case. 
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China pedals harder 


The falling yen and Asia’s financial troubles may not cause China’s reforms to 
founder and its economy to fall, not yet anyway 


HE fear that East Asia's financial woes 

may eventually spread to China helps 
explain the boldness of the reforms 
launched by Zhu Rongji, who became Chi- 
na’s prime minister in March. Mr Zhu had 
been running economic policy for much of 
the 1990s, but reforms then were never 
more than piecemeal. Stricken state enter- 
prises failed to come right as one futile ini- 
tiative followed another. Now a series of 
wholesale reforms are being introduced, all 
at the same time. 

Even Communist politicians get the 
benefit of the doubt for a while after start- 
ing a new job, and Mr Zhu has been vigor- 
ously making the most of his. State enter- 
prises have been given just three years to 
sort themselves out, even though it means 
sacking millions of workers. State banks 
also have three years to clear their books of 
bad loans and to start lending on purely 
commercial terms. From July 1st the Chi- 
nese will no longer be able to rely upon the 
state for housing, which will be privatised. 
On top of that, the number of government 
workers is to be cut by half, some ministries 
being abolished altogether. 

With such reforms Mr Zhu is throwing 
buckets of iced water on the long-held as- 
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sumption that the state always provides. If 
the reforms come anywhere close to their 
aims, they will produce a fundamental 
change in the relationship between the 
Chinese citizen and the state. In effect, Mr 
Zhu’s moves spell an end to collectivism. 
This means they are the most radical in 
China for two decades. 

Brave stuff, then, even with the econ- 
omy zipping along. And if the zipping were 
to stop—because, say, China’s neighbours 
ran into economic trouble? Would the re- 
forms then seem impossibly bold? They 
would, unless economic growth proved 
perky enough to mop up the millions who 
will be thrown out of work. 

Though local economists are optimis- 
tic, many foreign analysts worry about ex- 
ports, which last year were the main engine 
of growth. But this year they are not ex- 
pegted to grow; indeed, they may shrink. 
Th@ugh Chinese manufacturers must com- 
pete with rivals in the rest of Asia whose 
currencies have collapsed, China has 
pledged not to devalue the yuan. That 
promise was reiterated this week by the 
central bank’s governor, Dai Xianglong, as 
the Japanese yen fell lower. Some analysts 
predict that flagging exports will force 





China to break its word and devalue, set- 
ting off another painful round of devalua- 
tions through the region. 

That may not happen. It is easy to exag- 
gerate the degree to which China's econ- 
omy is dependent upon external trade. 
Though the prosperous coastal cities are 
driven by exports, the seaward-looking part 
of the country accounts for perhaps no 
more than a third of China’s economy. 
Moreover, the yuan has become more com- 
petitive thanks to a sharp fall in inflation: 
prices, which three years ago were rising by 
27% a year, are falling today. 

China’s exports will also be helped by 
an ability to raise trade credit and working 
capital. This is more important at present 
than a competitive exchange rate, and puts 
China’s exporters at an advantage over 
their cash-strapped regional rivals. The fall- 
ing yen also allows them to buy Japanese 
equipment more cheaply than before. 

Then there is the yuan itself. China’s 
currency is far from fully convertible. There 
may be some political pressure from ex- 
porters to devalue, but there is none from 
heavy selling of the currency. Unless Chi- 
na’s current account moves disastrously 
into deficit and its huge foreign-exchange 
reserves are run down—which still seems 
unlikely—a devaluation can be avoided, at 
least for now. China is winning lots of po- 
litical capital in the region by not devalu- 
ing. A devaluation might come later, when 
Asia is calmer, but even then, as in previous 
devaluations of the yuan, it might prove to 
be no big deal. 

But if exports are not quite as important 
as they seem, how about local demand, 
which traditionally provides the oomph 
for most of China’s sprawling economy? 
The outlook here may be no more cheerful. 
Four years of austerity have knocked de- 
mand on the head. Banks, though they have 
plenty of cash, are unwilling to lend. An- 
nual GDP growth has slowed, from 8.8% last 
year to 7.2% in the first quarter of 1998. The 
government still swears that its 8% target is 
attainable this year. But with the turmoil of 
structural reforms and deflation, many an- 
alysts believe the official growth target is 
wildly optimistic. 

They may be too gloomy, forgetting the 
extent to which the government can still 
marshall and direct money in China. The 
central government, certainly, is short of 
cash. But myriad funds are squirrelled 
away from the official budget: in ministries 
and state enterprises, and with provincial 
and local governments. Money is also start- 
ing to be raised by local authorities selling 
bonds. As a result, the number of new infra- 
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structure projects—roads, bridges and irri- 
gation schemes—started in the first quarter 
of this year jumped by half compared with 
a year earlier. Over 100 central-government 
projects, likely to provide an economic 
boost worth some 250 billion yuan ($27 bil- 
lion), are also being hurried along. Invest- 
ment may yet provide the bulk of the impe- 
tus for growth, enabling the government to 
get close to its 8% target. 

Mr Zhu, in other words, may have 
bought time for his reforms to start to work. 
But how much time? Spending on infra- 
structure will not boost the economy for 


Indonesia 
Zingabust 


BANDUNG 


TYPICAL Saturday morning in Ban- 

dung, the capital of West Java. Long- 
haired youths are singing protest songs out- 
side an art gallery, where most of the 
exhibits pillory former President Suharto, 
who was forced out of office last month. 
Outside the provincial assembly, several 
hundred students are demonstrating 
against the governor, whom they accuse of 
corruption. The park over the road is 
still cluttered with the litter left by 
the crowd that had come to see 
Amien Rais, an opposition politi- 
cian. Mr Rais is now meeting local 
leaders of the Muhammaddiyah 
Muslim organisation he heads. “We 
are racing against time,” he says. He 
is certainly right that Indonesia is a 
country in‘a political hurry. Eco- 
nomic disaster has already hit. 

Similar ferment is under way in 
many of Indonesia’s cities. Hardly a 
day goes by without the formation of 
a new political party, student or la- 
bour protests, or some new threat of 
retribution against companies 
linked to Mr Suharto’s family. All 
this provokes fears of chaos, or of an 
authoritarian backlash. 

After 32 years of dictatorship, this 
sudden frenzy of political activity 
was perhaps predictable. More sur- 
prising is another daily occurrence: a new 
reform from Mr Suharto’s chosen succes- 
sor, Bacharuddin Jusuf Habibie. Just this 
week, he has dropped some regulations 
controlling the press, recognised indepen- 
dent trade unions, agreed to sign three UN 
conventions (covering labour, civil rights 
and torture), and freed 16 East Timorese po- 
litical prisoners. 

Mr Habibie’s rule also offers a sharp 
contrast in style to that of his predecessor. 
Where Mr Suharto was aloof, Mr Habibie is 
chatty. Mr Suharto seemed to model him- 
self on a Javanese monarch, to be regarded 
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ever. Meanwhile China’s army of unem- 
ployed will grow steadily bigger. An intoler- 
able level of unemployment may, in the 
end, jeopardise Mr Zhu’s reforms, espe- 
cially if it threatens the political order. State 
banks might then be told once again to 
bankroll wages at loss-making enterprises. 
The risk is there; worker protests are al- 
ready beginning. This week several dozen 
railway workers gathered near Zhongnan- 
hai, the leadership’s compound in Beijing, 
to protest at plans to cut 1.1m railway jobs. 
Against such protests, Mr Zhu relies 
upon a steely intelligence and an impres- 





with awe rather than affection, Mr Habibie 
wants to be liked. “Call me Rudy,” he told 
journalists before a four-hour televised 
ramble, during which, wearing a garish ba- 
tik shirt, he fidgeted, waved his arms, ca- 
joled, joked and reminisced, and looked 
rather like a conjuror waiting in vain for a 
rabbit to appear from his hat. 

Yet in a series of interviews with the for- 
eign press (another departure from the taci- 
turn Suharto manner) he explained, “I am 
not a genie who says ‘zingaboom’ and ev- 
erything is there.” He was pleading for time. 
To draft new laws, hold a fair election and 
convene a meeting of the assembly that 





... for desperate times 5 


elects the president will, he argues, take un- 
til the end of next year. 

The opposition is divided over how to 
respond to Mr Habibie’s timetable. Mr Rais 
admits he has “inherited a very messy situ- 
ation” and should be given a “fair change”. 
But he thinks six months is fair enoygh. 
Others are even less patient. Muchtar Pak- 
pahan, a labour leader recently freed from 
prison, has given Mr Habibie until June 
14th to agree to convene a special session of 
the electoral assembly to replace him. Some 
students say they will protest until Mr 
Habibie also goes. 


ASIA 


sive force of character to get his will done: 
threatening to sack bank presidents if they 
do not sort out their bad loans, pushing 
healthy companies to take on sacked work- 
ers, and ordering local authorities to make 
investments. Yet all this underscores an un- 
comfortable point about why such per- 
sonal exhortation is needed. China still re- 
lies on its strongmen. If Mr Zhu, a frail man 
of 69 who is not afraid to make enemies, 
were suddenly to go, there is no guarantee 
that reform would be continued. And 
China still has far to go along the path toa 
market economy. 

——a 


By the same token, many of Mr Habi- 
bie’s reforms are dismissed as window- 
dressing. Newspapers still have to be li- 
censed, workers still feel hard done by, and 
the perpetrators of past outrages still have 
to be brought to justice. The leader of the 
East Timorese resistance, Xanana Gusmao, 
is not among those freed. And Mr Habibie’s 
offer of a “special status” for East Timor— 
making it like the capital, Jakarta—has been 
rejected as a meaningless sop. Mr Habibie’s 
promises on other issues are not taken 
more seriously. 

But no single opposition leader has 
emerged as his main challenger. Mr Rais 
has been most conspicuous and out- 
spoken and makes no bones about 
his presidential ambitions. Mega- 
wati Sukarnoputri, daughter of In- 
donesia’s first president, also has a 
mass following, but seems to want to 
wait for power to fall into her lap. 
The elite in Jakarta talk of drafting in 
former ministers or generals, while 
society fragments around them. The 
three political parties allowed by Mr 
Suharto, including the government's 
Golkar, are all splitting. Groups 
representing ethnic Chinese, 
women, workers, environmentalists 
and various schools of Islam intend 
to form parties. 

Just a month after Jakarta was 
convulsed in rioting, looting, arson 
and, it has now emerged, rape, such 
pluralism is seen by someas risky, es- 
pecially when it takes on religious or 
ethnic forms. The Chinese minority 
are often victimised in times of trouble. The 
economy is still in a spin. Prices are rising 
by the day, the currency is sliding, and there 
are rumours that the government will soon 
run out of money altogether and that food 
shortages, already felt in the east of the 
country, will spread. To steer through the 
dangerous days ahead, a stable govern- 
ment would be a blessing. Mr Habibie’s 
many critics may be unfair about his sin- 
cerity and competence. But even he accepts 
that his role is transitional, which makes 
stability all the more uncertain. 
ee ee a 
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Australia 
The Hanson 
factor 


SYONEY 


N ELECTION in Queensland, or the 
“deep north”, as it is known, would 
usually attract only passing interest from 
the rest of Australia. But as the state pre- 
pared to go to the polls on June 13th, the 
whole country seemed to be involved. All 
eyes were on Pauline Hanson, a fringe poli- 
tician who has dominated the campaign 
with her opposition to Asian immigration 
and aboriginal rights. Whatever the result, 
the revival of the “Hanson factor” in Aus- 
tralian politics is certain to spill over into 
the federal election, which may take place 
later this year. 

Mrs Hanson shot to fame after being 
elected as an independent to the federal 
Parliament two years ago. The (conserva- 
tive) Liberal Party, which won the general 
election, had dropped her because of her 
racial views. In her maiden speech to Par- 
liament, she declared that Australia was be- 
ing “swamped by Asians”. Last year she 
launched her own party called One Nation. 
But, racked with internal divisions, it made 
little headway and Mrs Hanson seemed to 
have run her political course. 

So her return to centre stage in the 
Queensland election has taken the main- 
stream parties by surprise. Among Queens- 
land’s farmers and rural townsfolk, hit 
hard by economic decline, Mrs Hanson ev- 
idently strikes a chord. Her campaign lan- 
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guage draws heavily on a brand of right- 
wing populism imported from America. 
She promises to abolish gun controls and 
to set upa rural bank to make loans to farm- 
ers at just 2% interest. She would pay for her 
promises by scrapping spending on vari- 
Ous causes promoted by urban Australians 
such as the arts, aborigines and green- 
house-gas reductions. Opinion polls put 
One Nation’s support in Queensland at 15- 
18%—which would be enough to give it the 
balance of power in the state parliament. 

Shaken by One Nation’s sudden re- 
vival, Queensland's ruling conservative co- 
alition has urged its voters to give their sec- 
ond vote—Australia has a preferential 
system—to the Hanson party, not the oppo- 
sition Labor Party. The tactic relies on the 
hope that some of the Hanson support will 
revert to the coalition in the final count. But 
the biggest impact seems likely to fall on 
John Howard, Australia’s prime minister 
and leader of the Liberal Party, the senior 
partner in the country’s ruling coalition. 

Mr Howard has made a hash of his re- 
sponse to Mrs Hanson. In 1996 he ignored 
calls even from his own supporters to re- 
pudiate her racial views. He argued it 
would give her more publicity than she de- 
served. This approach backfired. Mrs Han- 
son recently described Mr Howard as a 
“gentleman”. She went on to declare that 
Australia’s laws giving aborigines rights to 
native title over traditional lands were 
“just a precursor to the establishment of a 
number of taxpayer-funded sovereign ab- 
original states”. 

Even Mr Howard was obliged to retort 
that such a claim “verges on the deranged”. 
But his attack may have come too late, espe- 
cially as he has refused to call on his col- 
leagues in Queensland not to give their sec- 
ond votes to One Nation. Nor has he given 
an undertaking that he will not make a sim- 
ilar call in the forthcoming federal election. 
The prime minister's silence on this crucial 
issue has given the impression that he is 
more interested in winning votes from 
Hanson supporters than taking a stand 
against her bigoted policies. 

The rise to prominence of Mrs Hanson 
comes at a time when the Australian econ- 
omy is starting to suffer and the value of the 
Australian dollar has tumbled amid con- 
cern about the impact of the Asian finan- 
cial crisis (see page 79). Mrs Hanson’s 
popularity has also tarnished Australia’s 
image in Asia, where the former fish-and- 
chip shop proprietor is seen as represent- 
ing the discredited “white Australia” pol- 
icy§ Queensland has been Australia’s 
fastest-growing state and receives much 
Asian investment in property and tourism. 
The strains will only get worse if Mrs Han- 
son and racial issues stir up the federal elec- 
tion as they have the campaign in the deep 
north. 





South Korea 


The fight ahead 


SEOUL 


K™ DAE JUNG, South Korea’s presi- 
dent, emerged triumphant on June 
gth from talks with Bill Clinton. Not only 
had the American president expressed con- 
fidence in Mr Kim’s efforts to pull the coun- 
try out of its economic mess and to encour- 
age Stalinist North Korea to open up, but 
the Americans backed this up by resuming 
guarantees, suspended since 1991, for their 
businessmen’s investments in South Korea. 
MrKim hopes this will help restore the con- 
fidence of the foreign investors he is ear- 
nestly trying to woo. 

Yet back in South Korea’s capital, Seoul, 
new problems continue to emerge. The lat- 
est worry is thata fall in the value of the yen 
will undermine South Korean exports. Six 
months have passed since the country 
agreed to be put under IMF supervision in 
exchange for a $58 billion bail-out, but the 
government has been far from successful in 
implementing its reforms. The family- 
owned conglomerates, the chaebol, have 
done little to restructure. Now a row has 
broken out over business tycoons accused 
of stashing away millions of dollars for 
their own use while their companies are 
rescued with “emergency” bank loans. 

When he became president in Febru- 
ary, Mr Kim promised two things: eco- 
nomic reform and political change to pro- 
vide more democracy. As part of his 
economic policy a new supervisory body 
has ordered banks to draw up a “hit list” by 
the end of June of companies that should 
be liquidated. But many people wonder 
just how tough the banks will be in select- 
ing their victims, not least because many 
banks should face a similar fate. 

Nevertheless, Mr Kim has at least per- 
suaded the militant Korean Confederation 
of Trade Unions, the smaller of the coun- 
try’s two union groups, to abandon a na- 
tional strike that was scheduled for June 
10th and return for a second round of talks 
on job cuts with the government and em- 
ployers. How long the unions will co-oper- 
ate remains uncertain, especially as the 
pain of economic hardship grows. 

For many South Koreans, the shock of 
economic decline has yet to sink in. Tens of 
thousands of small firms have gone bust 
this year and the unemployment rate has 
doubled to 6.7%. Many of those who have 
been sacked still leave for work as usual in 
the morning, too ashamed to tell friends or 
sometimes even their family what has hap- 
pened. Some of the jobless spend their days 
wandering in parks, or hanging around in 
stations. Some have given up all hope of 
finding another job, something they never 
expected to have to do. As a result, suicides 
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Thanks, but Kim would prefer some investment 


are rising, even among entire families. The 
government is finding it hard to raise the 
money to provide a social safety-net, let 
alone retraining programmes or schemes 
to help the unemployed get new jobs. 
When Mr Kim returns from America, he 
will also try to bring about some political 


changes. These include what he calls a “re- 
alignment”, which is generally interpreted 
to mean winning enough defectors to give 
his ruling coalition a secure majority in the 
National Assembly. Mr Kim blames the op- 
position Grand National Party, which 
holds a majority in the assembly, for slow- 


ASIA 


ing down the pace of reform. His search for 
defectors will have been helped by the suc- 
cess of his party, the National Congress for 
New Politics (NCNP), in local elections ear- 
lier this month. 

Yet some believe the president's ambi- 
tions go well beyond winning defectors. Mr 
Kim has hinted that he plans to transform 
the political landscape by extending the 
NCNP’s power-base, which is the Cholla re- 
gion in the south-west, into the Grand Na- 
tional Party’s stronghold in the south-east. 
The opportunity will arise if the opposi- 
tion, which faces a leadership crisis and is 
embroiled in factional disputes, splits into 
several small groups, as it may. 

Some of these groups, however, could 
align themselves to the party of Mr Kim’s 
coalition partners, the United Liberals, 
who are led by the acting prime minister, 
Kim Jong Pil. This Mr Kim, who still has to 
be cofirmed in his job because of the oppo- 
sition’s refusal to co-operate, has been 
promised that the prime minister's office 
will be given far greater powers than it has 
had in the past in return for his support of 
the president. Some fear such political 
changes could yet provide enough fire- 
works to distract both Mr Kims from the 
battle to save the country’s economy. 
Se ESE 





The tinderbox in Kashmir 


MUZAFFARABAD 


WO hours’ drive from Muzaffarabad, 

the capital of Pakistani-administered 
Kashmir, is “the line of control”, a heavily 
fortified strip of barbed wire, bunkers 
and observation posts. On the other side 
is the Indian part of the region, Jammu & 
Kashmir. For decades this has been a dan- 
gerous place, where thousands of Indian 
and Pakistani troops eye each other men- 
acingly and exchange fire at the minutest 
provocation, or sometimes for no reason 
at all. Since India’s nuclear tests last 
month, followed by Pakistan’s tests on 
May 28th and 3oth, the situation on the 
border has become ever more tense. 

The area has long been a flash-point. 
Soon after the partition of mainly Hindu 
India and Muslim Pakistan in 1947, the 
two countries fought a war over the pre- 
dominantly Muslim but Hindu-ruled 
province of Kashmir. Another war was 
fought in 1965 when India attempted to 
integrate the region more fully within its 
borders. A United Nations ceasefire was 

| arranged and the territory remained di- 
| vided. Pakistani troops on the border are 
under orders to retaliate as soon as they 
are fired upon. As a result, some of the 
30,000 or so villagers who live close to 
both sides of the border often get caught 


in the crossfire. Some are so frightened of 
attack they hold their funerals at night un- 
der the cover of relatively safe darkness. 
Since the nuclear tests, Kashmir has 
gained more international attention. 
That delights Pakistan, but not India, 
which wanted to keep the region separate 
from nuclear issues. Yet when the five per- 
manent members of the uN’s Security 
Council condemned the Indian and Paki- 
stani nuclear tests, they also encouraged 
both countries to engage in direct dia- 
logue, which they hoped would reduce 
tensions, including those in Kashmir. Ja- 
pan has also offered to mediate. But on 
June 8th, in response to critical questions 
at home, India’s prime minister, Atal Be- 
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hari Vajpayee, replied: “There is simply 
no question of India ever agreeing to such 
internationalisation.” 

Yet tackling Kashmir may be the only 
way to get Pakistan and India started on 
the road to peace and to reduce hardship 
and suffering in the area. Though Paki- 
stani policymakers may hope world at- 
tention will nudge India towards peace 
talks, there remains an immediate dan- 
ger. In the long hot summer ahead, which 
is the most likely time for military action 
in the mountainous region, Pakistani of- 
ficials say that they fear Indian incursions 
on the pretext of chasing the gunmen 
whom Indians describe as militants and 
Pakistanis call freedom fighters. 

Pakistan denies Indian charges that it 
is arming and training separatist gun- 
men to infiltrate across the border. In- 
deed, Pakistan regularly blames India, 
and in particular the Research and Analy- 
sis Wing of India’s intelligence service, for 
terrorist acts. It accused Indian agents of 
planting a bomb which exploded on a 
train in southern Pakistan on June 7th, 
killing 26 people and injuring more than 
40 others. India said the claim was “pre- 
posterous”. Bombings in India are habit- 
ually blamed on Pakistan. 

In such an atmosphere, the tensions 
in Kashmir could quickly turn to war be- 
tween the world’s two new openly nu- 
clear powers. 
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Japan in recession 


Betting on outsiders 


FUKUOKA 


The third in our series on Japan’s economic pains looks at Kyushu 


ITH open minds as well as open 

arms, Kyushu—the most southerly of 
Japan’s four main islands—has always wel- 
comed strangers with strange ideas. It was 
here, so the legend goes, that the gods cre- 
ated the imperial line that has led unbro- 
ken to Emperor Akihito, the present incum- 
bent of the chrysanthemum throne. Over 
the millennia, Buddhism, the kanji script, 
porcelain, firearms, Christianity and much 
more have entered Japan via Kyushu. To 
this day, the island of ancient forests, hot 
springs and steaming volcanoes goes out of 
its way to welcome visitors. 

That has stood the local economy in 
good stead. With a population of a little 
over 14m, Kyushu’s GDP is around ¥35 tril- 
lion ($250 billion) a year. That means it is 
about two-thirds the size of Los Angeles 
county’s, and just as diverse. Like greater 
Los Angeles—stretched a bit—Kyushu is 
also the fruit and vegetable basket for the 
rest of the country. Similarly, half of its 
trade is with the rest of Asia. It, too, has been 
struggling with the decline of older indus- 
tries (coal and steel in Kyushu, oil and de- 
fence in Los Angeles) while building up 
high-tech businesses. 

Kyushu was weathering the recession 
that has swept the rest of Japan reasonably 
well until earlier this year. Then the knock- 
on effects of the currency crisis in East Asia 
began to take their toll. The people of Kyu- 
shu dramatically stopped spending on 
consumption in the first quarter of the year. 

As locals have tightened their belts, so 
have tourists from neighbouring South Ko- 
rea, whose currency, the won, has fallen 
even further than the yen. Koreans have cut 
back drastically on shopping trips to Fuku- 
oka (Seoul is closer than Tokyo). The Tai- 
wanese and Hong Kong Chinese have be- 
gun to stay at home as well. Taxis wait 
forlornly at Fukuoka airport. There are 
more staff than guests hanging around the 
hotel lobbies. The battery of fancy depart- 
ment stores in Fukuoka and nearby Hakata 
look depressingly deserted. Six new stores 
have been built since 1996, providing 
166,000 square metres of extra space for a 
retail boom that is not even a pop. 

That said, Kyushu’s economy is still far- 
ing somewhat better than that of Japan as a 
whole. In its most recent Tankan survey of 
business confidence, the Bank of Japan re- 
ported that the only part of Japan doing 
better is the Chubu region, which is centred 
on Nagoya. This is home to a giant manu- 
facturing complex run by Toyota, one of the 
world’s most successful vehicle makers. It 
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supports a network of component suppli- 
ers in the surrounding area. 

The car industry has helped cushion 
Kyushu’s economy as well. Both Nissan 
and Toyota have large plants in Kyushu. 
Honda builds motorcycles there. Some 200 
component suppliers have followed in the 
big companies’ wake. Altogether, the motor 
industry generates ¥1.3 trillion-worth ofan- 
nual sales. Luckily for Kyushu, more of its 
vehicles are exported to China than to 
South-East Asia, where the demand for cars 
has fallen sharply. 

Kyushu’s other success story has been its 
microchip industry. Other regions of Japan 
eager to attract high-tech manufacturers 
boast about their wonderful infrastructure 
or cheap land, but officials in Kyushu tout 
their unpolluted water. The verdant island 
is bang in the middle of typhoon alley and 
is also on the fringe of the monsoon belt of 
South-East Asia. Apart from being able to 
grow water-melons and tomatoes more 
successfully than anywhere else in the 
country, Kyushu is home to 30% of the mi- 





Warming to Kyushu 


crochips produced in Japan. Plenty of clean 
water is needed to make semiconductors. 

Kyushu’s supply of such water per- 
suaded chip makers such as Mitsubishi 
Electric, NEC and Texas Instruments to set 
up shop there. Others have moved in to get 
close to their biggest customers. Tokyo Elec- 
tron, a leading producer of chip-making 
equipment, has one of its biggest factories 
in Kumamoto prefecture—the heart of the 
island’s semiconductor industry. Today, 
Kyushu’s 19 microchip plants and 300 or so 
supporting firms generate a combined ¥1.5 
trillion in sales. Locals refer to the place as 
Silicon Island. 

But making microchips, especially the 
commodity-type DRAM memory devices 
that Kyushu specialises in, is little more 
than a latter-day textile industry—low-mar- 
gin processing which may be better suited 
to a developing economy than a mature 
one. Worse, South Korean chip makers are 
starting to benefit from their devalued cur- 
rency and advanced know-how. Some are 
likely to slaughter Japanese DRAM makers. 


Now a car crunch 


Meanwhile, Kyushu’s officials are begin- 
ning to wonder if the local car industry is 
heading for trouble. Nissan is in dire 
straits—its problems blamed on, among 
other things, a reckless over-expansion in 
Kyushu during the early 1990s. Saving the 
company is going to require more savage 
pruning than has been attempted so far. 
Nissan has already closed its showcase 
plant at Zama, outside Tokyo, the first car 
factory to be shut in Japan for more than 50 
years. Plants farther afield are expected to 
be shut soon. 

None of this bodes well for the island. It 
is already having to cope with the demise of 
home-grown employers. The recent closure 
of the giant Miike coal mine, once Japan’s 
biggest, and the winding down of the 
mighty Yawata steelworks, where the pay- 
roll has been cut from 46,000 to 8,000, 
have left terrible scars. Now Kyushu has to 
face the disadvantages of having become a 
“branch-factory” economy with decisions 
about its future made dispassionately by 
bean-counters in Tokyo, Dallas or Taipei. 

One solution, say Kyushu’s irrepressible 
optimists, is to redouble their efforts to en- 
tice such outsiders—with grants, low-inter- 
est loans and special tax breaks. Another is 
to build lots of Rap facilities and get the 
local universities to churn out hordes of 
technical talent. The hope is that this will 
serve to keep existing investors hooked and 
persuade them to stay and expand. To that 
end, research parks are springing up all 
over Kyushu. In any event, the island’s au- 
thorities are determined to keep on em- 
bracing outsiders. It is their best bet for pro- 
tecting themselves from the chill winds 
blowing down from Tokyo. 
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n doubt, spend 


Incumbent congressmen are more secure than they have been for years. So 
: why are they raising more campaign money than ever? 


TN THE wake of the spending binge that 
<A was the 1996 election, there seemed a 
fighting chance that a remorseful Congress 
_ would reform America’s political-money 

_ laws. Eighteen months on, the fight is 

_ merely to raise money. A House investiga- 
tion othe mocking of campaign-finance 

é st time round continues half- 

diy. A House bill to close the biggest 

loopholes may soon be debated, but 

_ to little effect. Meanwhile House members 
“press on with the important business ofset- 
_ ting new records for fund-raising. No mat- 

“ter that America’s chattering classes are 
-flocking to “Bulworth”, Warren Beatty's 
Mew movie that lampoons money-grub- 

ing politicians. The politicians would 

ther be lampooned than be electorally 
‘vulnerable. 

This sense of vulnerability is a little puz- 
gling, since it is actually slight. In the worse 
years for House incumbents, the re-election 
-rate drops to 88%, according to Charles 

`: Cook, an expert on Congress. November's 













mid-term elections are likely to yield a re-- 


- election rate much higher than that: per- 
haps as high as 98%. Economic prosperity 
has boosted the approval ratings of incum- 
bents so much that both parties have had a 
hard.time recruiting challengers. And chal- 

« lengers have a hard time persuading do- 

- nors to back them in a long-shot race, so 
dimming their prospects further. 

“o> Even so, nobody is taking chances. On 
: June 8th the Federal Election Commission 
~ released new figures. These showed that, be- 

tween the start of 1997 and the end of 
March this year, Republican and Demo- 
~“gratic finance committees raised $231m in 
regulated “hard money”, a fifth more than 
` was raised in the equivalent period leading 

-up to the 1994 mid-term elections. In addi- 

- tion, the parties raised $100m in unregu- 

lated “soft:money”, more even than in the 

last presidential election (see chart on next 
` page). The candidates themselves were also 
pulling their weight. In the 15 months to 
‘March, they raised a total of $338m, or 
$4im more than their counterparts col- 
- Jected during the same period of the 1995- 

; 96 electoral cycle. ; 





onomie? PONE ITH 1998 `: 


There is every sign that, since March, 
money has rolled in even faster. This week 
Republicans were chortling that a single 
dinner on June 16th has netted advance 
promises of around $10m; the previous 
record for this kind of event, set in 1996, 
was $7.3m. Meanwhile the Democrats hope 
to net $18m from three upcoming dinners. 
President Clinton has obligingly attended 
a string of events across the country, includ- 








ing one in New York on June 8th that raised 
$1.1m. Both parties have invited rich back- 
ers to weekend schmoozathons: The Re- 
publicans have established a club, called _ 
Majority ’98, for those who donat 
$100,000 and upwards. 

There are three reasons why; despite the- 
relative security of incumbents, so much 
money is being raised. The firstis habit. The | 
moment a congressman has five minutes _ 
free—sitting in his car, waiting at an air 
port—-out comes the cell phone and the lis 
of donors’ numbers. This instinct is so in 
grained, indeed, that the 60 congressmen : 
who have no major-party challenger hav 
nonetheless each raised an averag 0 
$360,000. 

The second reason is that corporation: 
are eager givers. Until the late 1980s, their _ 
contributions were subject to strict leg: 
caps: firms could make private donations 
of up to $20,000 a year to a party commit 
tee, and up to $15,000 a year if they fun 
nelled their money through political-ac- 
tion committees. But, increasingly. since- 
1990, party organisations have accepted 
unlimited amounts of unregulated “soft” 
cash; and they make it clear thatsuch dona 
tions buy useful access. As a result, each reg- 
ulatory initiative undams a flood of money 
from potentially affected firms. Banks a 
insurers have shelled out in anticipation of 
big changes to financial regulation. To- 
bacco firms have responded to the threat o 
Draconian curbs by lining the pockets of 
their political friends, which is a big reason — 
why Republican receipts have shot up espe- 
cially dramatically. Microsoft, which gave 
almost nothing a few years ago, has re- 
sponded. generously to the. administra- 
tion's antitrust assault: the firm and its em- 
ployees have forked out $300,000 in | 
political contributions in the current cycle, 
and have promised another $100,000. 

The third reason for the money flow is- 
that, even though nearly all incumbents 
will be re-elected easily, control of the 
House remains uncertain. Whereas the Res 
publican majority in the Senate is unlikely 
to change significantly, the party’s grip on 
the House is shaky. The Republican major- 
ity there—a mere 11 seats—is the narrowest 
in four decades. In 1996, Republicans won 
48.9% of the popular vote for the House, 
while Democrats took an almost identical 
48.6%. The result could easily have gone the 
other way: most Republican pollsters cón- 
cede that the party would have lost the 
House but for a favourable wind in the last- 
fortnight of the campaign. 

Throughout last year Republicans. 
boasted that, despite this close result; they 
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$42m. Reform might also limit Tv ads paid 
for by interest groups. Again, the richest of 
these groups lean towards the Republicans. 

The Republicans do not want to sound 
unsympathetic to the reform that they pro- 
pose to crush, since that might annoy vot- 
ers. They are therefore planning a full de- 
bate on campaign-finance laws: so full, in 
fact, that it will include numerous versions 
of reform, with the result (so Republican 
leaders confidently expect) that none can 
muster a majority. All in all, 11 bills are to be 
considered, along with 257 amendments. 
Most of these amendments are mere time- 
wasters, stipulating, for example, that 
cheques may not be handed out on the 
floor of the House, a practice that is anyway 
illegal. But the harried members of the 
House will remain oblivious to the con- 
tents of most of these proposals. They are so 
busy raising money. 
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Sin first 15 months of two-year cycle 





were bound to hold the House in 1998; they 
even forecast a gain of 40 seats or so. The 
main reason for their confidence was that 
the president’s party normally does badly 
in midterm elections—since the civil war, 
the president's party has gained seats only 
once—and this tendency is especially 
marked for second-term presidents. Hav- 
ing carried marginal candidates into the 
House on his coat-tails, the president nor- 
mally sees them swept out again two years 
later. 

Recently, however, the Republican con- 
fidence has seemed rash. For one thing, Mr 
Clinton campaigned against his own party 
during much of 1995-96, and so his coat- 
tails pulled few Democrats into office. For 
another, the Democrats have gone to ex- 
traordinary lengths to field electable candi- 
dates in districts left open by retirement. In 


several right-leaning districts they have 
chosen candidates more conservative than 
their Republican opponents, such as David 
Phelps in Illinois (“pro-gun, pro-life, gos- 
pel-singer”). Finally, the polls seem to give 
Democrats a modest edge. In April an NBC 
poll found that 36% intended to vote for 
Democratic candidates, compared with 
only 30% for Republicans. A CNN poll the 
same month found Democrats leading Re- 
publicans by 41% to 38%. 

With their majority under threat, the 
Republican leaders in the House are in no 
mood to surrender the money advantage 
that the existing campaign-finance system 
gives them. The most popular version of re- 
form would regulate soft money, which 
would hurt Republicans: over the 15 
months to March, Republicans outraised 
Democrats in this category by $58m to 





Key senators, such as Pete Domenici, 
patently dislike the House proposal, a 
sign that when the proposals go to confer- 
ence the result will be less radical spend- 
ing cuts. Nor are many House Republi- 
cans particularly keen on such cuts. The 
House proposals were already a much- 
faded version of Mr Kasich’s original vi- 
sion. And it took vigorous arm-twisting 


The dreams of John Kasich 


WASHINGTON, DC 


moved a bit more in Mr Kasich’s direc- 
tion by voting to use tobacco-bill money 
to cut the marriage-tax penalty by $46 bil- 
lion over 10 years. But the two houses of 
Congress are still miles apart. 


N JUNE 5th, almost two months late, 

the House of Representatives finally 
passed its budget resolution by 216 votes 
to 204. After much shoving from party 
leaders, House Republicans endorsed a 





tax-cutting and spending-slashing pro- 
posal championed by John Kasich, the 
chairman of the Budget Committee. The 
resolution intends to cut spending by 
$101 billion between fiscal 1999 and 2003 
in order to eliminate the “marriage-tax 
penalty”, a quirk of the tax system that 
means millions of American couples 
with two incomes pay higher taxes when 
they get married. 

This crusading proposal stands no 
chance of ever becoming law. The House 
budget resolution is a non-binding fiscal 
blueprint designed to guide budgetary 
deliberation. The Senate passed its bud- 
get resolution back in April—an alto- 
gether more modest document that sticks 
to the spending limits agreed in last year’s 
Balanced Budget Act. On June 10th, it 
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Cut, cut, cut 


and many last-minute concessions to en- 
sure that it passed on June 5th. A pro- 
posed $10 billion cut in Medicare, for in- 
stance, was dropped at the last minute, 
and Republican leaders promised to pro- 
tect welfare spending. Nine moderate Re- 
publicans balked even at these Kasich-lite 
proposals, and voted against the resolu- 
tion. Many others supported it only be- 
cause they were sure it would change in 
compromise with the Senate. 

Nor will compromise with the Senate 
be the only reason for change. The House 
resolution was out of date before it was 
signed, since it ignored the transport bill 
passed by Congress only days earlier. The 
Republican reality, regardless of what the 
party’s leaders may hope, is good old pork 
today, pain (perhaps) tomorrow. 
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Legal privilege 


Beyond the 
grave? 


ENNETH STARR'S no-holds-barred 

pursuit of Bill Clinton has thrown up 
yet another legal conundrum, and one that 
has lawyers across America quaking in 
their well-heeled boots. On June 8th, the Su- 
preme Court heard oral arguments from 
both sides in a dispute over whether or not 
James Hamilton, Vince Fosters lawyer, 
should have to surrender notes made dur- 
ing a meeting nine days before Foster, an 
aide of Mr Clinton’s, killed himself on July 
20th, 1993. This is the most wide-ranging of 
the many privilege claims attacked by Mr 
Starr: does attorney-client privilege extend 
beyond the death of the client? 

The American Bar Association and 
three other national lawyers’ groups, joined 
by groups representing the terminally and 
mentally ill, have filed briefs with the court 
insisting that it does. They fear that any 
breach in the privilege will send a chill 
through lawyers’ offices throughout the 
land. Mr Hamilton, representing himself 
before the court, related how Foster had 
asked him whether their conversation 
would be confidential. “Without hesita- 
tion” he had replied that it would be. Any 
rule breaching attorney-client privilege, 
even in exceptional criminal cases, he 
maintained, would intimidate clients in 
all cases. 

In fact, the legal community is divided 
over the issue. Most practising lawyers 
share Mr Hamilton’s view. They are horri- 


fied at the idea that attorney-client privi-- 





Call Vince Foster 
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lege could be breached in any way. They 
point out that millions of Americans have 
to confide in their lawyers about matters 
that may hurt or embarrass survivors after 
their deaths. And most people clearly care 
about their posthumous reputations. 

But many legal scholars have long ar- 
gued that confidentiality beyond the grave 
cannot outweigh other considerations. 
They have in mind hard cases such as a 
1976 trial for double murder in Arizona, 
during which two lawyers unconnected to 
the case discovered that a deceased client 
had confessed to the crime eight years ear- 
lier. The trial judge refused to let the lawyers 
testify, finding that state law forbade them 
to breach the dead man’s posthumous priv- 
ilege. Instead, the man on trial was con- 
victed. The judge’s decision was upheld by 
an appeals court. This seems an absurd 
outcome. 

Moreover, the lawyers may protest too 
much. The privilege is not quite as sacro- 
sanct as they make out. It can already be 
breached when a will is contested, when a 
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client sues a lawyer for malpractice and 
when a lawyer sues a client for fees, or ifthe 
confidential information relates to future 
crimes or frauds. 

At the Supreme Court hearing the nine 
justices seemed divided on the issue, with 
some sceptically questioning Mr Hamilton 
and others his adversary, Brett Kavanaugh, 
an aide of Mr Starr's. When the court deliv- 
ers its ruling in the next few weeks, many 
legal observers expect a majority of the jus- 
tices to come down on the side of maintain- 
ing the privilege. That would be a shame. 
The court would do better to endorse the 
decision already delivered in the Foster 
case by the Court of Appeals for the District 
of Columbia, which found that judges 
themselves should review the confidential 
material. When they decided that it was 
necessary to a criminal trial, and when 
there was a scarcity of other reliable evi- 
dence, they should allow posthumous priv- 
ilege to be breached. By that standard, iron- 
ically, Fosters confidences to his lawyer 
might yet remain secret. 





Urban development 


Putting the New back in New 


London 


NEW LONDON, CONNECTICUT 


LONG the coast of Connecticut lies a 
group of port cities, all of which have 
been battered by the loss of jobs in the de- 
fence industry. New Haven (in spite of the 
presence of Yale University) and Bridge- 
port (surrounded by one of the richest com- 
munities in America) are both down-at- 
heel. Further north is New London, once 
the heart of the world’s nuclear-submarine 
industry and now a windswept clutter of 
vacant sites and boarded-up buildings 
along the appropriately named Thames 
river. But New London has been luckier 
than its Connecticut neighbours: and its 
luck may carry a lesson for the way univer- 
sities can influence urban renewal. 

In New London, the most renowned 
university is not (as Yale is) right in the des- 
olate centre of town. Instead, Connecticut 
College perches on a hill high above the 
river, its granite campus cut off by a high- 
way from the rest of the town. For years, it 
has been resented: “We thought of the col- 
lege as those monied folks on the hill who 
don’t pay property tax,” says one New Lon- 
don businessman. As in many Amerigan 
towns, when industry went, it left behind 
the bodies that pay little or no local tax— 
hospitals, schools, universities—and a lot of 
people on lower wages, or on none at all. 

New London was a victim of the peace 
dividend of the early 1990s. A decade ago, 
its corner of America was more dependent 





on defence jobs than almost any other. In 
the mid 1990s the largest employer in the 
region, a submarine builder called Electric 
Boat, owned by General Dynamics, which 
had once employed 23,000 people, began 
to cut its labour force to 7,500. The 1,500 
professional jobs in a naval underwater re- 
search centre also went last year. In a labour 
market which today has around 150,000 
jobs, these were heavy blows. 

The job losses have been largely offset 
by the opening, a few miles away, of two 
vast casinos on Indian land (see next page). 
Between them, these now directly employ 
about 17,000 people. The more lasting 
damage has come from the loss of buoy- 
ancy in property tax. Connecticut is a state 
of 169 urban fiefs, each keen to tax and 
spend; and New London is a high-tax city. 
That is partly because it has few taxpayers 
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VIVENDI. COMMITTED TO MEETING YOUR LIFE’S EVER-CHANGING NEEDS. 


Vivendi is the new name for Compagnie Générale des Eaux. Its role has grown from simply providing people with 








purer water, to providing energy, transport systems, waste management, construction and property, communi- 


cations and telecommunications. In other words, simply to improve your everyday life, today and tomorrow. 




















World leader in Environmental 
Services and one of the major 
European leaders in Communica- 
tion and Construction, Vivendi 
employs 220,000 people in 90 
countries. 

Its turnover is close to $35bn 
and its net income is expected to 
exceed $l.lbn in 1998. Vivendi’s 
market capitalisation is close to $30bn (mid 1998). Vivendi is part of the 
DJ Euro Stoxx 50. 

In Asia too, Vivendi's activities are every day helping to improve the quality of 
life for millions of people. 

As the world No. | in water distribution, Vivendi is present through the Compagnie 
Générale des Eaux and OTV in Malaysia in the State of Selangor, at Tianjin in China 
and at Sidoarjo in Indonesia. The Compagnie Générale des Eaux has recently been 
appointed by the city of Chengdu (population 10 million) in the central province of 
Sezchuan in China to supply the city with drinking water. OTV, the Vivendi subsidiary 
specialising in water treatment and high-tech processing, is very active in Asia. For 
example, OTV has some 20 references in China. 

In the field of cleaning and waste incineration, the Vivendi subsidiary Onyx has a 
presence in Taiwan and in Macao. 

In energy, Sithe, a Vivendi subsidiary, with its partner Marubeni, constructs and 
operates independent electricity production plants in China (Puqi, Houjien, Tangshan 
and Changzou), in Thailand (Coco) and in the Philippines (San Roque). 

In construction, Campenon Bernard SGE and Freyssinet, both Vivendi subsidiaries, 
are very active in Asia, with several achievements including the Kwai Chung viaduct 


in Hong Kong. 
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A stroke of luck 


FOXWOODS RESORT CASINO 


OU are driving through what could 

easily be charming English country- 
side, with herds of cows and signs to 
places with names like Norwich and Bris- 
tol. Suddenly you round a corner, and 
there is something straight out of the 
“Wizard of Oz”: a turquoise-turreted pal- 
ace of glittering glass. Inside, vast halls are 
filled with grey heads, grimly punching 
numbers into some 5,000 slot machines 
and watching the whirling lights. 

This is Foxwoods, one of the world’s 
biggest and most profitable casinos, and 
now the largest employer in south-eastern 
Connecticut. Ten miles away a newer ca- 
sino, the Mohegan Sun, is open for busi- 
ness. Both are run by Indian tribes, taking 


advantage of a change in the law in 1988 
that allowed gambling on reservations; 
and between them, they have repaired 
much of the damage to the region’s econ- 
omy caused by the departure of the de- 
fence industry. In the space of a decade, 
submarines have given way to slot-ma- 
chines as the region’s source of jobs. 

The jobs pay worse than those in the 
defence industry but, says Don Peppard, 
an economics professor at Connecticut 
College, their benefits are at least as good. 
The effect has been to drive up demand 
for people who take other low-wage jobs, 
such as school caretakers and kitchen 
staff. 

Even more important than jobs is the 








and many demands: “With 33 houses of 
worship, two colleges and a hospital, al- 
most half our six square miles is not tax- 
able,” says Richard Brown, the city man- 
ager. But the town also has higher poverty 
and lower incomes than its neighbours. 
Unusually for this largely white corner of 
Connecticut, a third of its people are black. 

For some time now, the Republican 
state government has been trying to 
breathe life into New London. So, not al- 
ways harmoniously, have the town’s gov- 
erning Democrats. Last autumn, at the 
State’s initiative, Claire Gaudiani, the glam- 
orous and energetic 53-year-old president 
of Connecticut College, was recruited to re- 
vive the town’s moribund development 
corporation. Apart from bringing together 
New London’s businesses to think about 
their town’s future, she offered something 
else the politicians could not match: con- 
nections. 
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Across the river, in Groton, is the main 
American research base of Pfizer, a large 
pharmaceutical company. Miss Gaudiani 
dropped in on its boss, George Milne, and 
persuaded him to take charge of corporate 
development for the new body. Within a 
few weeks, she recalls, “He changed from a 
director to a client”: he put to his board the 
idea of expanding on the town’s largest 
empty site, a stretch of river bank where an 
old linoleum mill once stood. In February, 
Pfizer announced that it would go ahead, 
eventually bringing 2,000 top-notch jobs to 
the city centre. 


n  — 
Correction 
In “The Gospel of Wealth” (May 30th) we said that the 
Robin Hood Foundation’s needle-exchange pro- 
gramme is run by a former drug addict. Some of the 
needle exchanges funded by the foundation have in- | 
deed been run by former addicts. But the director of | 
the programme, Susan Epstein, is not a former addict. 
Apologies. 





revenue that gambling brings. With at 
least 40,000 visitors a day to Foxwoods 
alone, gambling brings about $1 billion a 
year into the state. Because the casinos are 
on tribal land, they pay no taxes, but they 
pay to the state government a quarter of 
the take from the slot machines. That 
brings in about $130m a year. The extra 
cash has helped the state to give rebates 
on other taxes, and to finance urban 
development projects. Some of the casino 
money is thus, in a sense, paying to bring 
Pfizer to New London (see main story). 

Talk to state officials, and they are shy 
about the role of gambling in the state’s 
growth. Jim Abromaitis, head of the de- 
partment of economic and community 
development, talks fashionably about 
“development clusters”: groups of indus- 
tries such as health care and insurance 
which might become focuses for growth. 
He does not talk of a gaming cluster. Yet 
Foxwoods not only supports local tour- 
ism and a Fourth of July firework display 
in New London that is the pride of the re- 
gion; it is employing former submarine 
builders to make boats to ferry gamblers 
directly from New York to New London, 
thus promising to revive the town’s decay- 
ing port. 

The state’s ambivalence extends to the 
efforts by the Pequot tribe, which created 
Foxwoods in 1992, to bring more land 
into full reservation status, free from zon- 
ing controls and property tax. The state 
has opposed the tribe, while the federal 
Department of the Interior has tended to 
support them. As for the casino’s neigh- 
bours, their worries about the local tax 
base—and about the traffic that now over- 
whelms them—somewhat temper their 
appreciation of the local boom that has 
been brought about by gambling. 


The effect on the town has been dra- 
matic. Some officials resent this coup de 
théâtre by an academic (French literature) 
and a woman at that, but they admit that 
the housing market has perked up and that 
other companies are suddenly showing an 
interest in moving in. In time, they expect 
the new Pfizer plant to bring in 12-15% of 
the town’s property taxes. 

Why did Pfizer fall for Miss Gaudiani’s 
charm? In fact, says Mr Milne, Pfizer's first 
plant was in Brooklyn, and the company 
sees being a socially concerned employer as 
part of a culture that will attract bright 
young scientists. The new centre will look 
exciting, with a ferry to skim across to the 
Groton office for lunch. “I believe very 
much that the nature of a company’s build- 
ings can be a competitive advantage,” he 
says. But there were drawbacks, too, of the 
kind that matter to upmarket companies: a 
site that might turn out to be contami- 
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nated, bringing an expensive liability to 
clean up; a lack of employment opportuni- 
ties for the spouses of employees; and no 
decent airport. 

In fact, as happens increasingly in such 
situations, the state and city between them 
have removed or underwritten most wor- 
ries about liabilities. They have also re- 
moved most of the property-tax burden 
that would fall on the company in the first 
decade. As a result, the new site may not 
cost Pfizer any more, at least at first, than a 
greenfield site would have done. As for 
transport, the train links with New York 
and Boston are being electrified, and next 
year that will make New London about 12 
hours from each city. 

Having pulled off her coup, Miss 
Gaudiani is now keen to pull off more— 
one a quarter, she hopes. She is working her 
contacts, artistic and corporate, and 
dreams of turning New London into “a hip 
little town”. She took on the task partly, she 
says, because she felt the college owed 
something to the town: in the early years of 
the century, when colleges for women were 
still rare, the citizens of New London col- 
lected money and donated the land for 
Connecticut College, which is now co-ed. 

The town’s press and businesses did not 
initially return the compliment. The Pfizer 
deal has changed all that. Now, says Miss 
Gaudiani, she is startled to see the effect of 
the college’s involvement. “I had wildly un- 
derestimated the impact that a college pres- 
ident had to convene and request and en- 
gage and inspire,” she says effusively. “All 
over our country, we in higher education 
could do a lot more if we used the moral 
juice that comes in our food basket and let 
others have a sip.” 

It is a lesson that other college presi- 
dents might take on board. Just along the 
coast, the larger town of New Haven is 
wrestling with some of the same difficulties 
as New London. But Yale, which is starting 
to feel the impact, has been slow to use its 
academic prestige on the city’s behalf. “I'd 
encourage the president of Yale to say to his 
board, I’m going to spend a third of my 
time on New Haven—it’s that important,” 
says Miss Gaudiani. 





Sporting fever 


The most Bullish 
city 


HILE Europe overdoses on football, 
Chicago is just as gripped by fever for 
a different sport. The Bulls are battling with 
the Utah Jazz for the championship of the 
National Basketball Association, and the 
city is afire. The normally stuffy Four Sea- 
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sons Hotel has dressed up butted heads with man- 
astatueattheentranceina | Netted agement and is likely to 
Michael Jordan jersey. An peerage a ra ponte ana pack his bags. So is Scottie 
office building in the cen- AEEA Pippen, another favourite 
tre of town has instructed for broadcast player who is a free agent 
its tenants to leave certain ba rights, Sm and will go wherever he 
lights on at night and turn | 1978-82 76 can make the most money. 
others off; the result spells | 1982-86 119 The tattooed, yellow- 
out “Go Bulls” high above | 1986-90 248 haired, ever-unpredictable 
the city. No Bulls news is 1990-94 875 Dennis Rodman is 37; his 
too trivial: the Chicago 1994-98 1,102 legs are weakening, even if 
Tribune ran a story on the 1998-02 2,640 his ability to shock and en- 
front page of the sports sec- Source: National Basketball Association tertain is not. Mr Rodman 








tion about a heroic ballboy 
who discovered half an hour before game- 
time that the Bulls changing room was out 
of chewing gum. Mr Jordan must chew 
gum during the game. 

The fans have reason to be excited, ifnot 
hysterical. Mr Jordan is arguably the best 
basketball player ever to play the game, and 
Chicago has won five NBA titles in seven 
years. Besides, all the hype seems to make a 
difference. The Bulls have lost only once at 
home in the play-offs and only four times 
on the road (or “away”, as Brits would say), 
and are now heavy favourites to win a sixth 
championship. 

In the first home game of the series with 
Utah the Bulls thumped the Jazz 96-54, set- 
ting seven NBA records. The indignity was 
compounded by the fact that the Jazz still 
had six days left to spend in rabid Chicago 
and two more games to play there. The next 
game, on June 10th, was much closer (86- 
82), but the Bulls still won, with 34 of their 
points scored by Mr Jordan. 

Alas, the Bulls dynasty is likely to be dis- 
mantled at the end of the season. Mr Jor- 
dan, at 35, is considering retiring—this time 
for good. Phil Jackson, the team’s coach, has 


Typical Chicago home 


earned headlines this 
week by skipping practice in order to fly to 
Detroit to appear with Hulk Hogan at a 
professional wrestling event. 

In fact, harder times may lie ahead for 
the whole NBA. Mr Jordan has taken the 
league to new levels of popularity and will 
not easily be replaced (admittedly, the 
same thing was said when Magic Johnson 
and Larry Bird retired). More immediately, 
the NBA owners would like to revisit its col- 
lective-bargaining agreement with the 
players. The issue is simple but devilishly 
contentious: how should an enormous pot 
of money be divided? Nec and Turner 
Broadcasting recently signed a four-year 
deal with the neBa worth some $2.6 billion. 
The players would like to get their hands on 
as much of that as they can, but the owners 
argue that a more rigid salary cap is needed 
to save the league from bankruptcy. Since 
1991, four players have signed contracts 
worth over $100m. The owners are threat- 
ening a lock-out as early as July 1st. 

But that is July. This is June. Chicago 
fans are still enjoying the ride. For all the 
hype, this really is a team for the history 
books. 
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“quality to them; no wonder the 


«learned a long time ago that 
“things are transient around here.” 





John McCain’s windmills 


A TIMES it is hard to keep up: a flurry of farewells to a visitor 
who just happens to be Bill Gates; a quick ride to the Senate 
on Capitol Hill’s own subway system; a 10-minute confab with 
the Senate leader, Trent Lott, in an attempt to save a tobacco bill 
that will force the cigarette-makers to discourage their own cus- 
tomers and pay the government some $516 billion over the next 
25 years. And all the while, marching past the gawping tourists 
and the statues of politicians long since forgotten, the thoughts 
of Chairman McCain: “You do it because it’s right . . . You do the 
best you can.” 

Does that make John McCain, senior Republican senator 
from Arizona and chairman of the Commerce, Science and 
Transportation Committee, a 
driven man? It is a tempting no- 
tion. After all, there is no other 
senator with quite the same ex- 
perience of the tricks of fate: shot 
down over Vietnam; horribly tor- 
tured during more than five years’ 
captivity in the “Hanoi Hilton”, 
half of them in solitary confine- 
ment; financed in his early politi- 
cal career by a man who turned 
out to be a crook. No wonder the 
‘deep-brown eyes have a piercing 


energy level is almost frenetic, as 
though there is too much to do 
and notenough time todo itin. As 
Mr McCain himself says: “I 


But the tone is of fatalistic hu- 
mour, not anguished exaspera- 
tion. Perhaps the senator is driven, 
but surely not in a partisan or self- 
promoting way. Instead, you take 
Mr McCain at his word—“You do 
it because it’s. right”—-and you believe him. Why else would he 
have sponsored last year’s abortive attempt to reform a system of 
campaign finance that so obviously benefits his party more than 
the Democrats? Why else would he be pushing for a tobacco bill 
that will penalise some of his party’s biggest corporate donors— 
and, if the tobacco industry’s advertisements work, alienate a 
working class of chain-smoking Americans by forcing them to 
cough up another $1.10 a pack in taxes over the next five years 


- (they already pay around $2.85 a pack to enjoy what is still, just, a 
:| legal vice). There is a quixotic quality to the war-hero’s legislative 
-jousts that can leave his party colleagues seething: they know 


they can foil his ambitions but they fear being publicly embar- 


_ assed in the process. 


-< Altofwhich endears Mr McCain both to the Democrats and 


| to the media. The Democrats would warm to any opponent who 
|. dares to ruffle the smooth Mr Lott (last weekend the Senate lead- 
-| erhad prematurely declared the tobacco bill “gead”). The media 
-i love the idea, indeed the reality, of a politician of principle and 

‘independence, especially one who cracks self Meprecating jokes 


and will defy any number of time zones to appear on the Tv talk- 


- shows. As Esquire magazine headlined an article last month, 


“John McCain Walks on Water”. 
So will he walk, as some predict. and many hope, out of the 
Senate and into the White House in 2000? Mr McCain himself 
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skirts the issue; after all, he still has to be elected (easily, one 
would think) to a third Senate term in this November's election. 
But the pundits are happy to speculate on the senators behalf. 
He looks good on television (better, in fact,.than. in real life, 
where he looks every one of his 60 years and where his arms— 
broken in his Vietnam crash and distorted by his captors—are 
bowed in stiff curves). His personal skeletons are no longer hid- 
den: rampant infidelity to the disabled first wife who waited for 
his return from war, and his membership of the “Keating Five”, 
senators who interceded with regulators on behalf of Charles 
Keating, the savings-and-loan fraudster who had helped finance 
Mr McCain's political campaigns. For some politicians, such 
failings would be electorally fatal; 
but part of Mr McCain’s charm is 
¿that he readily admits his mis- 
- takes. Even though the’ senator 
“was. exonerated in the Keating. 
case, he nonetheless still feels he 
betrayed his sense of honour. 

He has, too, the electorally use- 
ful knack of reducing the complex 
issue. to the “comprehensible 
soundbite. The tobacco bill, for ex- 
ample, is needed because “3,000 | 
kids will start smoking every day, 
and 1,000 of them will die from 
smoking-related illness.”. And, for 
all the tilting at windmills, he has 
a certain mastery of the political 
process: campaign-finance re- 
form, for example, was sustained 
_ as an issue long beyond the pa- 

tience of Mr Lott and the. House 
Speaker, Newt Gingrich. The same 
will be true, one suspects, of the to- | 
bacco bill (this week’s kiss-of-life 
involves buying. off Republican 
opponents. by lessening the tax- 
penalty on some married couples and by giving extra money to 
anti-drugs programmes, including a provision allowing student 
victims of drug-related violence to transfer to private schools). 

But there is one obvious pitfall on Mr McCain’s path to 1600 
Pennsylvania Avenue. The senator may be'a good conservative 
in the Republican tradition, but he pays scant attention to Re- 
publican disciplines. Two years ago, for example, he was the sole 
Republican senator to vote against the Telecommunications 
Act, on the ground that it did not go far enough in the cause of 
deregulation. Now, he compounds his maverick reputation 
with his present Democrat-friendly desires to mop up excessive 
money and to penalise a whole industry. In other words, why on 
earth should the Republicans want to nominate him when they 
have the loyal George W. Bush, governor of Texas, as an attractive 
alternative, let alone a queue of other hopefuls from Steve Forbes 
to Dan Quayle? How will Mr McCain amass the war-chest to 
force his candidature upon them? And besides, what exactly 
would the senator’s message be? 

Refreshingly, none of this seems to worry the senator. As one. 
Republican insider says, “Being a Pow seems to give a guy a dif 
ferent focus.” Oras Mr McCain, musing on the tobacco bill, says, 
“One of these days I'll be in the old soldiers’ home with my feet 
up, and Ill ask myself: ‘Did I try my best? If it fails, it 
fails ... Someone else will try.” _| 
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‘Cubans stand by for a long, 


hot summer 


HAVANA 


Cuba’s young people are ina surly mood. Trouble ahead for Fidel Castro? 


| UHARTO first, Castro next? The idea is 
not as-crazy as it sounds, some Cubans 
a Official media made much of the pop- 
ular uprising that brought down an anti- 
communist dictator. Others saw Indonesia 
< differently. “It was the students who did it,” 
says one youth at.a Havana college. “And 
-the army helped. That could happen here. 
~ We're disaffected, so are ordinary soldiers. 
They're badly fed. They work all day in the 
sun in boots that are falling apart. Many of 
-my friends are in the army. They've no loy- 
alty to this government.” 

Things may not go that far. But many 
older people expect trouble in the coming 
school and university vacations from what 
one calls the “moral and psychological cri- 

_ Sis? of the young. “They've no belief in the 

“revolution,” says one. “They're bitter and 
angry. They do not want to work, they just 
want an easy life, with dollars for clothes. 
We fought all that. They’ve given up.” 

The old plaint of parents? This is more. 
Violent.crime used to be very rare. Yet re- 
cent weeks have seen an armoured van car- 
rying cash robbed by armed youths, and a 
series. of commando-like raids on private 
restaurants. Last week, a man died ina 
gun battle with police in Old Ha- ie 
vana~—and, most astonishing to 
Cubans, his friends and fam- 
ily then paraded his coffin 
through the streets, display- 
ing it in Revolution Square in 
parody ofa state funeral. 

Lesser violence too is grow- 
ing. “In the discos, there’s a fight 
every night,” says one father. 
*“Stabbings are a big problem: They 

~search the kids at the door now, buta 

few dollars to the doorman lets you 
take anything inside. Weapons are 
easily available. After I was mugged, 
a17-year-old.came to our house of- 
fering an AK-47 for $40.” 

«The strict drug laws also are be- 
ing flouted. “A friend of my son’s 
_ Was smoking marijuana on my ter- 
_ race,” says this man. “When I told 
him to stop, he just laughed at me.” 
A woman points toa house nearby, 
where “the kids get any drug they 
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want,” she says. “All for dollars, of course. 
They use theft and prostitution to pay for 
it.” The house is next-door to a police sta- 
tion. “Of course the police know, how 
could they not? They just don’t do any- 
thing. They must be taking bribes.” 

Casual indiscipline is spreading 
among the young. “They've no respect for 
authority,” says a mother. She has to go con- 
stantly to school meetings, she says, “be- 
cause there are so many problems now. 
They won't work, and teachers can’t disci- 
pline them. They just answer back. I saw a 
boy of 13 call his teacher a bitch, poking his 
fingers in her face. I know it happens in 
other countries, but it used to be unknown 
here.” In one Havana school, 16 teachers re- 
signed en masse, because of poor pay and 
working conditions. “So they drafted in 
university students, who don’t want to 
teach, don’t care and can’t keep order. Now 
they’re telling parents to come in to do it.” 

Why? This woman cites her own son. 
“He used to be one of the top pupils, but 
now he does nothing. He sees no point in 
working for a career. Why bother, he says, 
when to survive teachers and 
doctors have to give up and 
sell pizzas or clean cars or be 
prostitutes? It’s better to 
bea street hustler.” She 
claims to know 11-year- 
old: girls “from good 
families” who work as 

prostitutes. 


Trabadajores, the trade-union weekly, 
recently called on Cubans to root out: 
capitalist fetishes...weakening of ethical- 

values...diversion of funds...corruption 
among low and mid-level officials [no high-level: 
ones?]... bribery, commission-taking, » influ-. 
ence-trafficking, nepotism and favouritism--an’ => 
enormous danger for the future. a 
The paper blamed such things on there” 
forms made after Soviet aid ended; and on 
the American embargo. Up to a point, oth- 
ers agree, but they also blame the deepen- 
ing poverty of many Cubans, low wages in 
the state sector, and the controls and taxes 
that hit any attempt at private enterprise. 
And they note that not everyone suffers. 
In Havana, school lunches now consist ofa 
small plate of rice and beans. So parent: 
give their children an extra banana or kard- . 
boiled egg. “Counter-revolutionary,” says 
the education ministry: school food is th 
state’s duty, it is being fulfilled, and extra ` 
food puts some children above others. It 
must be confiscated. Really? says one 
mother. “Let the minister turn up to tell me. 
why giving my child a banana is an act of 
counter-revolution—and why in our equa 
society the children of another minister 
taken off every day in a smart, air-con: 
tioned car to have lunch athome” > o> 
Last week Fidel Castro accused the 
United States of trying to “weaken Cuban. 
society by promoting crime, prostitution, 
corruption of minors and ‘other social- 
vices.” But when the world needed a mea~’ 
sure of the “courage, merits, intelligence © 
and capacity of a people,” he said, Cuba 
would set the example. “He has no idea of 
what is really happening to our young peo- 
ple,” says a parent. “The only ones he meets 
are hand-picked—good: members of the 
Young Communists, potential: ‘political 
leaders. He never sees the reality.” 
The regime certainly takes the ri 
from abroad seriously. A few. - 
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would-be insurgent exiles from Miami who 
landed recently in the west of the island are 
said to have been rounded up. But security 
will be extremely tight when a daily Miami- 
Havana flight starts shortly. Even now, se- 
curity men routinely photocopy tourists’ 
passports and check on them. Those who 
do not register at a hotel or a private home 
licensed to let rooms are tracked down. 
Even Cubans who let rooms legally get se- 
curity visits in the early hours to check on 
their guests. One reason is tax evasion; fear 
of terrorism is plainly another. 

Asimpler remedy may be offered to the 
home-grown risks. “I foresee a summer of 
free parties, cheap beer, free concerts,” says 
one cynic. “That’s what they give us when- 
ever they’re afraid of unrest. It happened in 
the summer of 1994, after the riots, and in 
1996 after they shot down those exile 
planes. It will be the same this year.” An- 
other critic wonders. “No power cuts, day- 
time television, cheap food. How will they 
pay for it? And would it work? The problem 
here is too much rum, too much boredom, 
too many weapons. Add a lot of young peo- 
ple with nothing todo, anda long, hot sum- 
mer. It’s a recipe for trouble.” 





Mexico 
Cardenas tries 


MEXICO CITY 


O SANE man would want Cuauhte- 
moc Cardenas’s job. In December he 
took over as the—at last—elected mayor of 
Mexico city, for 70 years misgoverned by 
the ever-ruling Institutional Revolution 
Party, its mayors hand-picked by the presi- 
dent. Mr Cardenas inherited a vast sprawl 
choked by pollution, menaced by crime 
and paralysed by corruption. And only half 
is his: the Federal District, his patch, holds 
gm people, while over 12m, though very 
much inhabitants of the city, are governed 
by the surrounding state. 

Mr Cardenas is not insane; but he is 
ambitious, which helps. A founder of the 
left-leaning Party of the Democratic Revo- 
lution, he is eager for the presidency in 
2000. Twice defeated for that post, he could 
prove and aid his claim to it by his perfor- 
mance as mayor. So far, he has not done so. 

To the voters, he represented change. 
Today, his administration still looks 
mainly honest and well-intentioned—a big 
shift—but other change is scarce (bar some 
overdue resignations, notably of police of- 
ficers with histories of torture and murder). 
To his voters, pollution and crime, the two 
things that trouble them most, look no bet- 
ter. And this month, when he published a 
long-awaited development programme for 
the next 2% years, it was criticised as late, 
vague—and much like the unfulfilled 
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promises of previous administrations. 

He has been unlucky with pollution. To 
add to man-made filth beyond his control 
(eg, from brick-works outside the Federal 
District's boundaries) came El Nino. Yet 
even what could have been done about that 
was not. At the end of May the smog index 
rose high enough to trigger extra restric- 
tions on cars, They remained in force for 
five days. So did the smog. Only when the 
trouble was over did the authorities reduce 
the level that would trigger restrictions. 

As for crime, new measures are being 
tried, such as putting more police into the 
worst spots, and concentrating on certain 
types of crime. Mr Cardenas is proud of the 
resulting drop in armed bank robberies; 
too bad that unarmed ones have risen even 
more. Overall, reported crime has fallen by 
5% since December. But why? Because, says 
a survey by one criminologist, far fewer 
crimes are now reported. In 1995-97, about 
30% of victims went to the police; in the 
first five months of this year, 20%. Less 
crime? No—ifhe is right—more. Policing, in 
fact, needs not tinkering but radical reorga- 
nisation. The force, for instance, is actually 
several forces, doing different but often 
overlapping jobs, and only poorly in touch 
with each other. 

As for Mr Cardenas’s new programme— 
admittedly, based on a budget fixed two 
weeks after he took office—some of its 1998 
objectives are meaninglessly vague (“con- 
trol” of the city’s debt), others absurdly spe- 
cific (public services are to use 11.53% less 
energy, a precision that not even the mayor 
pretends to understand). Most important, 
though it talks of transparency, vigilance 
and training, it offers no clear strategy to 
fight the corruption that infects so much in 
the city, from policing to vending licences. 

Of course, the mayor's broad vision is to 





be translated into further, more detailed 
targets. And there have been minor suc- 
cesses. An accord with the 180,000 street 
vendors to limit where they trade seems 
close at hand. After long negotiation with 
the federal government, the Federal Dis- 
trict was recently allowed to subject trucks 
from outside—where fake certificates of 
cleanliness are easily bought—to its own 
anti-pollution rules, Soon, owners of pre- 
1985 cars will get the right to part-exchange 
their jalopies for a small, quiet, clean auto 
metropolitano, to be built by General Mo- 
tors. But Mr Cardenas will have to do better 
than this to prove his fitness—and win the 
uncommitted votes—for higher office. 





Peru 
Surprise choice 


LIMA 


LBERTO FUJIMORI likes to spring sur- 
prises. Few Peruvians forget the day in 
1992 when their president told them he 
was closing Congress and the courts, or his 
decision last year to free by force the hos- 
tages held in the Japanese ambassador's 
residence. Now again he has pulled the rug 
from under his opponents, naming as his 
new prime minister Javier Valle Riestra, a 
fierce critic of his action in 1992. 

And of much else. As he took the oath, 
Mr Valle Riestra, an ex-senator from the left- 
ish APRA party, said he was doing so “for 
my democratic convictions”. He said he fa- 
voured a referendum—the president's crit- 
ics have just secured the 1.2m signatures 
needed to call one—challenging Mr Fuji- 
mori’s right to run fora third term in 2000, 
and added that he himself was against that 
idea. He has promised to try to modify laws 
deemed unconstitutional, to strengthen ju- 
dicial autonomy and to rid the government 
of its autocratic tendencies. 

Why was he chosen? Probably because 
Mr Fujimori saw those 1.2m signatures on 
the wall. Put an outspoken democrat in 
charge, deprive critics of their strongest 
point, his own authoritarian use of power 
and his keenness to hang on to it, and he 
may convince others that they can safely let 
him do so. He is already campaigning: on 
the eve of Mr Valle Riestra’s appointment 
he announced a $730m programme to re- 
pair damage caused by El Nino. 

The strategy seems to have been devised 
by Vladimiro Montesinos, the powerful 
intelligence chief, who is widely believed to 
have been the architect of Mr Fujimori’s 
1992 “self-coup”. He is also widely disliked. 
But Mr Valle Riestra has readily admitted 
to an acquaintanceship, adding indeed 
that Mr Montesinos and the armed-forces 
commander invited him to lunch last year 
to congratulate him on his strong line 
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against the Tupac Amaru hostage-takers. 
Another top job has changed: Jorge 

Camet, Mr Fujimori’s long-serving econ- 
omy minister, has been replaced by Jorge 
Baca, head of the tax-collecting agency. Af- 
ter five years in the job, Mr Camet seemed 
to be a fixture. But he is 70 and unwell, and 
had often said he was ready to go. He had 
- completed his main task, renegotiating Pe- 
-Us debt with official and commercial 
: lenders, and implementing an 1mFrap- 
proved economic programme. 

_. Mr Baca has run the tax:agency well, 
-and affirms that he will stick to MrCamet’s 

free-market line. He now has to reinvigo- 

tate an economy battered both by El Nifio 
„and by the trouble in Asia—and to do it 
-without yielding to political pressure for 
over-relaxation: 2000 is not far away. 








Brazil 
Left, then right? 


“SAO PAULO 
[ZACH opinion poll brings worse news 
for Fernando Henrique Cardoso, as he 
plans his campaign for a second term as 
Brazil's president. The latest polls not only 
show his lead over his main rival, “Lula”— 
Luiz Inacio Lula da Silva—of the Workers’ 
Party (PT), has fallen to under five points, 
-but even suggest a run-off would be close. 
With the vote not till October, Mr Car- 
doso has time to recover his stride. And Mr 
da Silva may have peaked too soon. De- 
feated in 1989, he led Mr Cardoso by 25 
points early in the 1994 campaign, and still 
was crushed. But the mere thought of vic- 


tory for this former metal-worker and - 


trade-union leader has shaken the already 
shaky financial markets, and created signs 
of panic among Mr Cardoso’s supporters. 
Brazil would face “chaos”, claims Antonio 
Carlos Magalhaes, chairman of the Senate 
and the country’s senior conservative. 
Really? A Lula victory is still unlikely: 
the polls express discontent with economic 
. Slowdown (and Mr Cardoso is listening) 
rather than endorsement of the left. But if it 
happened, what would it mean? 

To its cost, the pr opposed Mr Cardoso’s 
inflation-beating real plan, and later his ef- 
forts to reform the state. Its rhetoric is that 
of the Latin American lefts nationalist- 
populist past: national industry against 
foreign imports, no privatisation of “strate- 

. gic” industries and so on. This week the pr 
; brought a lawsuit against the coming sale 
of Telebras, the state’s telecoms arm. 
- Reality would be different. So swiftly 
has Mr Cardoso’s support slid that Mr da 
_ Silva and his allies have not even begun to 
write their government programme; it will 
be published in a month or so. But it is clear 
„that he would find it hard to reverse many 
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of Mr Cardoso’s pro-market reforms, even 
ifhe wanted to. Instead, the changes talked 
of by his team are modest. 

To boost exports, they would speed up 
devaluation, but “cautiously and prag- 
matically”, says Guido Mantega, an econo- 
mist at the Getulio Vargas business school 
who is Mr da Silva’s personal economic ad- 
viser. Though Mr da Silva has promised a 
“grand audit” of Mr Cardoso’s privatisa- 
tions, they would almost certainly be left to 
stand, though they might not be extended. 

Mr da Silva’s team favour an industrial 


-- policy, with tax breaks, cheaper credit and 


government investment in research and 
development and in infrastructure. They 
would also give priority to social spending. 


“Mr da Silva has said he would deal with 


land reform “with a stroke of the pen”. And 
how would all this be paid for? With a tax 
reform, says Mr Mantega, including new 
wealth and inheritance taxes, and a crack- 
down on evasion, especially of income tax. 

Much of this differs only in degree from 
MrCardoso’s plans, After all, while the pr is 
a fan of France's Socialist government, the 
president sees himselfas a soulmate of Brit- 
ain’s Tony Blair and of Bill Clinton (who 
gave him a private dinner at Camp David 
on June 7th). And fiscal realities would 
limit Mr da Silva’s options even further. 

So would the need for political allies. 
Leoncio Martins, a political scientist at the 
University of Campinas, reckons that at 
most a third of the lower house of Congress 
would back their new pr president. And re- 
form of the state and of pensions—which 
any new government would have to at- 
tempt—would be further hindered by shifts 
in the pr. It is no longer a working-class 
party; Mr Martins’s researches show that 
for its activists it now depends heavily on 
middle-class public servants, such as teach- 
ers. The real risk in a Lula victory is not red- 
blooded socialism but weak government. 
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St Vincent 
All this and drugs 


KINGSTOWN 


N A colonial verandah, leaders of St 

Vincent’s opposition Unity Labour 
Party(ULP) plan their campaign for the elec- 
tion on June 15th. The view is glorious. Mus- 
tique, winter hideaway for Britain’s rich, 
shimmers on the horizon. 
So do others, less famous, 
of St Vincent's Grenadine 
islands—many dotted with 
storage pits for drugs. 
These are well-used staging 
posts on the east Carib- 
bean route said to carry 
10% of the United States’ 
cocaine imports. 














THE AMERICAS 


On the main island too, the scenery is. 
stunning: green rainforests cover volcanic _ 
peaks, waterfalls plunge straight into the 
sea. But there is not much glitzy tourism. 
Not much anything indeed. Unemploy- 
ment is officially near 25% (more like 45%, 
says the up). Still, there's marijuana, a big 
export crop, much of it going to Barbados, 
where newspapers now headline St Vin- 
cent as “Hideout Island”. The State Depart- 
ment’s latest report on drugs says “drug 
trafficking has infiltrated the economy.” 
Fears of the drug barons are wide- 
spread. A cabinet minister says: “It’s easy 
for them to take over one of these countries. 
They can undermine any governmen 
implant another.” They haven't done | 
St Vincent; its prime (and finance) mit 
ter, Sir James Mitchell, has been in powe 
since 1984. The country has 600 police fo: 
only 112,000 people. But it has many is- 
lands, and a plane can fly in from Colom- - 
bia as fast as the police can reach some. 
parts even of the main one. Is that the only 
obstacle, though? American drug-fighters . 
talk of a lack of political will. The prime’ 
minister blames lenient magistrates. 

Offshore finance is another worry. A ` 
1996 law—drafted largely by private-sector ` 
professionals from that secretive trade— 
forbids disclosure of banking secrets to aid 
police inquiries; they can be revealed only 
after a trial has started. Local officials call 
this “innovative and upbeat”. Others are 
less flattering. Sir James explicitly rules out 
co-operation in foreign tax-evasion cases. 
One attorney-general resigned over an off 
shore-banking scandal in 1995; his succes- 
sor did so a year later over an affair involv- 
ing a domestic bank. 

What else could prop up the economy? 
A half-built, half-used marina is now rust- 
ing on the west coast. Blame the Italian firm 
that conceived it, says Sir James, and the Eu- 
ropean banks that lent the money (by now, 
$60m, with rolled-up interest, on his gov- 
ernment’s shoulders). He has better ideas: 
irrigation for banana farmers, a cruise-ship 
pier, a longer runway to take middle-sized 
jets—another $55m, but an obvious need. 
for today’s tourism. nat 

Would a new regime do any better? Th 
uL? talks of more police, and extra police 
stations in the north of the island. But ithas 
not made drugs a big issue. And it voted for. 
the 1996 financial legislation. Still, it did 
fight hard against the installation of traffic- 
lights in the capital, Kingstown. 
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Nigeria’s unexpected chance 


The death of General Sani Abacha from a heart attack opens the way for 


a new beginning. It will not be easy 


HEN General Abdulsalam Abuba- 
kar was sworn in as Nigeria’s tenth 
head of state on June 9th, he announced 
that Nigeria should now move forward. 
That could be a disaster: the country is on 
the edge of a precipice. Better instead to go 
back a little and work out what went 
wrong: why Nigerians are no better off than 
they were before oil was discovered in the 
1960s and why their country is on the way 
to becoming an international pariah. 
General Abubakar’s appointment by 
the Provisional Ruling Council, made up of 
Nigeria’s top military men, was not auto- 
matic. Chief of defence staff, he was not Ni- 
geria’s most senior soldier, and needed to 
be promoted to full general as he became 
president. Aged 56 (after his birthday on 
June 13th), he is one of the northern Mus- 
lims, though from a minority group, who 
have held power since independence. 
More important, he is seen as a profes- 
sional soldier without political ambition. 
Unlike other senior officers who have 


grown fat as ministers or state adminis- : 


trators, he has never held a political post. 
General Abacha’s continuous purges of the 
army have made it fractious and divided. 
General Abubakar, a “pure” soldier, may 
have been appointed by his colleagues to 
hold it together—and improve its image. 

The immediate threat to the new ruler 
comes from hardliners—Abacha loyalists 
and hangers-on who have much to lose by 
his death—and ambitious young officers 
who believe it their patriotic duty to rule 
Nigeria, and get rich along the way. Once he 
has kept this lot at bay, he must turn to the 
turbulence of Nigeria’s political future. 

A consensus has emerged in Nigeria 
that military rule has had its day. A slow but 
massive wave of opposition was mounting 
to General Abacha’s plan to be the sole 
presidential candidate at the election due 
on August ist. Former supporters from all 
over the country, including the head of the 
army, Ishiaya Bamaiyi, and two former 
military rulers, Muhammadu Buhari and 
Ibrahim Babangida (who is close to Gen- 
eral Abubakar), are saying that it is time for 
the army to leave politics. General Abu- 
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bakar’s refusal to take political jobs 
in the past, and his pledge this week 
that he will stick to the October ist 
deadline for handing over power to 
a civilian government, suggest that 
he agrees with them. 

The reprehensible Abacha has 
unknowingly bequeathed his succes- 
sora brilliant opportunity to free Ni- 
geria from military rule. First, his 
very unpopularity—there was danc- 
ing in the streets even in his home 
town when he died—makes it diffi- 
cult for another soldier to take power 
and stay there. Though furious at 
General Abacha’s tactics, Nigerians have 
had the handover on October ist as a dead- 
line to wait for and watch. If that date is 
shifted, their anger could explode. 

Second, General Abacha damaged and 
divided centres of power that were previ- 
ously untouchable. He did not care whom 
he attacked. He did not, like former mili- 
tary rulers, juggle political factions, but 
simply bought or crushed anyone who 
posed a threat. So the once-sacred cows of 
Nigerian politics are now vulnerable. 

Third, he turned Nigeria into an inter- 
national outlaw, at least in American and 
European eyes. Now General Abubakar has 
a golden chance to exploit the goodwill that 
the West is ready to give to a country that it 
sees, not just as a big oil-producer, but as an 
international power in an unstable region. 

Yet, at the same time, the new president 
has to deal with Nigerian realities. Politics 
in Nigeria has become the art of stealing— 
chopping, as it is called. For instance, mil- 
lions of dollars recently allocated to repair 
the country’s oil refineries simply disap- 
peared while General Abacha’s close asso- 
ciates made fortunes out of importing pet- 
rol. And Nigeria will not be easy to 
democratise. Some of the exiled leadergof 
the “democratic” opposition are only out 
because the general turned them down for 
jobs. It may be hard, but necessary, for the 
handful of Nigerians who have really suf- 
fered for their democratic principles to sit 
down with such people. 

Nigerian institutions are discredited 





Will Abubakar seize it? 


and in a state of collapse. Restoring them— 
and faith in government itself—will have to 
precede an election. A start could be made 
by opening the books and telling Nigerians 
where their oil money is going. Only a gov- 
ernment that has a modicum of respect 
from its people can hold an election whose 
results will be accepted. 

An election on August ist—the sched- 
uled date—is unrealistic, and General Abu- 
bakar will have to move fast to meet the Oc- 
tober handover deadline. His best bet 
might be to release Chief Moshood Abiola 
from prison and appoint him head of a 
transitional government of national unity. 
Chief Abiola, who won the annulled elec- 
tions five years ago, could be the key to 
reconciliation. This is partly because he has 
been on both sides of the fence. The chief 
has suffered badly in prison for four years, 
yet in 1993 he welcomed (some say encour- 
aged) General Abacha’s takeover because he 
thought the general would install him as 
president. He was wrong, and the general 
locked him up when he complained. 

With a transitional government under 
Chief Abiola running the country, General 
Abubakar’s task would be to act as its guar- 
antor—and try to prise military fingers 
from the tills and levers of power. If this 
were undertaken honestly, and Nigerians 
able to see some improvement to their 
lives, this disillusioned country might be 
readier to take government—and an elec- 
tion—seriously. 
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INTERNATIONAL 
Ethiopia and Eritrea 


Why are they 
fighting? 


alt Sete bald men fighting over a 
comb” was how one observer de- 
scribed the sudden eruption of war be- 
tween Eritrea and Ethiopia. They are, per 
head of population, the two poorest coun- 
tries in the world, bar Mozambique. Yet 
they are fighting for a few square miles of 
barren mountain where a few thousand 
souls barely scratch a living. The whole bor- 
der is now a battle zone, and the two coun- 
tries are on war footing. 

Minor tank and artillery battles broke 
out in early May. The ostensible reason was 
that each government accused the other of 
incursions across the poorly marked com- 
mon border. A joint American and Rwan- 
dan peace-making team shuttled between 
the capitals, coming up with a four-point 
plan: both sides should withdraw their 
troops from the border, which would then 
be observed by international monitors, ci- 
vilian authority would be restored to the 
disputed areas, and an investigation held 
into the root causes of the dispute. 

On June 4th, Ethiopia’s prime minister, 
Meles Zenawi, announced that he had ac- 
cepted the plan. But, at the same time, he 
said that his defence forces had been in- 
structed “to take all steps needed to foil the 





Eritrean invasion”, and that the Eritreans 
must withdraw from areas they had occu- 
pied. Eritrea also agreed to the plan but 
said it would withdraw its troops only ifthe 
border area were demilitarised. 

The next day Eritrean aircraft were re- 
ported to have bombed the airport at Mek- 
ele, a small town in northern Ethiopia. Eri- 
trea, however, denies that it was the first to 
attack. In the early afternoon, four Ethio- 
pian MiGs bombed the airport at Asmara, 
Eritrea’s capital. Mekele was bombed again 
in the evening but on this occasion the 
bombs fell on residential areas including a 
primary school, killing 47 people, accord- 
ing to the Ethiopians. The peace plan was 
blown to pieces. 

Mr Meles and Issaias Afwerki, Eritrea’s 
president, appear to be as surprised as ev- 
erybody else to find they are at war. Neither 
are military buffoons in search of glory or 
empires. They hold similar views, face simi- 
lar problems, have common allies and the 
same enemies. They were once brothers-in- 
arms in the struggle against the Soviet- 
backed dictatorship of Mengistu Haile 
Mariam. So why are they fighting? 

A popular theory is that geography is 
reasserting itself. The Eritreans supported 
the Ethiopian rebels in the fight against the 
Mengistu regime on condition that, when 
they came to power, Eritrea would be al- 
lowed to secede. This happened, but Eri- 
trea’s secession left Ethiopia landlocked, 
dependent on Eritrean goodwill for its 
trade. Various irritations may have stirred 
Ethiopia’s fear of being cut off 
from the sea, and Eritrea’s fear 
that its new independence 
might be infringed by a re- 
sentful Ethiopia. The border, 
according to this theory, was 
just a pretext for fighting over 
more serious issues. 

But, even in private, nei- 
ther side admits to any serious 
disagreement beyond the bor- 
der dispute. The Ethiopians 
cite the agreements the two 
countries have signed on free 
trade, environmental protec- 
tion and even military co-op- 
eration as evidence of how 
well they had been getting on. 
Their explanation for the con- 
flict puts the blame on Mr Af- 
werki: since he has failed to 
make life better for most of his 
people, he needs a war to dis- 
tract and unify them. 

The Eritreans say that the 
problems had been festering 
for a long time. They claim to 
have offered Ethiopia co-oper- 
ation, even integration, lead- 
ing to the ending of all barri- 
ers between the two countries. 
But, according to Eritrea, mi- 


litiamen from the border province of Tig- 
ray persistently encroached on Eritrean ter- 
ritory, ignoring polite requests to 
withdraw. Furthermore, the Eritreans re- 
cently found a new map issued in Tigray 
which showed parts of Eritrea as Ethiopia. 
So they decided to hold on to disputed 
ground, and this led to further clashes. 

Eritrea, in its five years of indepen- 
dence, has been quick to pick fights: it has 
had shooting wars with both Yemen and 
Djibouti and vows to overthrow the Sudan 
government. Until recently, it had 100,000 
men under arms (with only 4m people) 
and demobilisation has been slow, with lit- 
tle employment at the end. Yet an ill- 
marked border is seldom a cause for war 
between friends—and it is still uncertain 
who fired first. 





Israel 


Unintended 
consequences 


JERUSALEM 


HE Hebrew language is not rich 

enough, Labour's Binyamin Ben-Eliezer 
complained, to convey the full panoply of 
the Netanyahu government's follies and 
failures. Speaking in the Knesset on June 
8th, Mr Ben-Eliezer tried anyway, regaling 
the apathetic and half-empty government 
benches with a stream of pejoratives. He 
read out his motion: that this House has no 
confidence in the government. The House 
voted. The government lost by a heavy ma- 
jority. Members of the ruling coalition, who 
had deliberately boycotted the debate, then 
trooped back into the chamber, and the 
business of the day quietly resumed. 

This strange scene of parliamentary im- 
potence plays out almost weekly in the 
Knesset. The coalition’s chief whip, Meir 
Sheetrit, explains: “It doesn’t matter what 
team I field, or whether I field a team at all. 
There’s an iron wall across our goal-mouth 
and nothing can get through.” By staying 
away, he says, the coalition demonstrates 
its resentment at the opposition’s wasting 
the Knesset’s time. 

The whip’s smugness stems from Isra- 
el’s new constitutional arrangements that 
came into force in 1996. These moved the 
country away from its British-style par- 
liamentary system, but stopped short of in- 
stituting an American-style presidency. The 
resultant (unique) hybrid is not to every- 
body’s liking. A bill to repeal it and return 
to an improved version of the old system 
unexpectedly passed its preliminary read- 
ing in the Knesset on May 27th and is due 
tocome up for the first of three formal read- 
ings before the summer recess next month. 
Mr Sheetrit will be whipping vigorously, 
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Audi's S-valve technology optimizes 
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Torque is also relatively high even at 


low rpms. And engine wear is red 





we will go even furth 





Advancement through Technology CEED 


i Hui ih u 


OVER so, 000 TNs OF TOXINS f 


G2 ) 


A50, 000 SITES HAV BEE 


É 
yh 


eanur cós 









tch 


W 





M REACHED.7.213. 





ED CONT EMILY 





As the market leader in environmental! coverage, we can help 
s E 
protect you against asset devaluation and contingent liabilities, 


whatever your size. Call your broker or visit www.a aig.com 


ENVIRONMENTAL PROTECTION, AIG 


AMEDIPAY IUTE MU ETINuAl Antana uira sa nius a nnns s ee ek 











Se 





The source 
of aerospace 
solutions. 

On any scale. 


At AlliedSignal, we understand 
that being the world’s best supplier 
of aerospace products means more 
than just being the biggest. We 
know that to be your source 
requires an unwavering commit- 
ment to satisfy all of your needs. 


Big or small. 


That means offering a comprehen- 
sive range of aerospace capabilities. 
So whether it takes the latest 
electronic and avionic systems, 
most reliable engines, advanced 
aerospace equipment systems, 
comprehensive technical services, 
world-class repair and overhaul, or 


all of the above—we’ve got answers. 


In other words, when it comes to 
aerospace products and services, 
we can take care of every little 


detail. As well as the big picture. 
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-and Binyamin Netanyahu, the prime min- 
ister, spurring for all he is worth, to make 
sure it is defeated. E REE 
The constitutional reform, designed by 
a group of academics and politicians, was 
nursed through the Knesset by the late Yit- 
zhak Rabin (with Mr Netanyahu, then a 
backbencher, defying: his Likud party’s 
whip in order to support it). It gives the 
voter two votes: one for prime minister, the 
other for a party. Previously, there was only 
one, for a party whose leader was implicitly 
the preferred candidate for prime minister. 
` The central purpose was to strengthen the 
prime: minister by neutralising factions, 
renegades and mavericks who could previ- 
ously topple the prime minister at whim in 
a finely balanced House. 

““The reformers founded their new sys- 
tem.on.a cynical presumption of human 
~ frailty. They linked the life of a parliament 
~ tothe survival of the government. If the gov- 
“ernment: falls in a vote of confidence 





(which now needs a full 61 votes in the 120- 
seat Knesset), parliament is automatically 
dissolved and a new election held. Under 
the old system, a ruling party could remove 
its leader and install a new prime minister, 
or there could be horse-trading for a new 
coalition. Most coalition and crossbench 
members, the reformers reasoned, however 
disgruntled with their government, would 
be loth to turf themselves out prematurely. 
Mr Netanyahu, the source of much dis- 
gruntlement inside his coalition during the 
two years he has been in power, has bene- 
fited mightily from the new system. Its op- 
ponents, whose ranks are growing, say it 
has made the prime minister virtually im- 
pregnable and the Knesset irrelevant. 
Moreover, far from weakening the 
small factions that held prime ministers to 
ransom, it has strengthened them. Since the 
double ballot encourages people to split 
their vote, backing a small party for the 
Knesset and the Labour or Likud candidate 

























for prime minister, both big parties lost ~ 
votes to smaller ones in the 1996 election, 
and are likely to lose even more next time. 
The new system’s supporters counter thatit © 
does at least preclude the possibility of a 
small party’s leader—say, a fundamentalist 
Orthodox politician—emerging from post- 
election bargaining as prime minister. 

Mr Netanyahu, who saw the original re- 
form as paving his way to power, is now 
fighting to protect it. Alongside him in the- 
trenches is the Labour leader, Ehud Barak. 
The attacking forces are also bipartisan. 
The bill proposing a return to the old sys- 
tem is sponsored both by Labours Yossi 
Beilin and Likud’s Uzi Landau. And it has 
the support of Shimon Peres and Yitzhak 
Shamir, former Labour and Likud leaders: 
But Mr Netanyahu, who was abroad when. - 
Mr Beilin’s bill passed by 50 votes to 45 (it 
will need 61 votes in later stages), is confi- © 
dent that his presence and persuasion will 
see off the measure next time it comes up. 
eel 





: The UN and drugs 


Tremble, Medellin, 


NEW YORK 


tremble 


The United Nations solemnly enters the war on drugs. It is also, as our next 
article reports, trying to find a way to put war criminals on trial 


|; CAUSE as noble and ill-defined as the 
much ballyhooed “war on drugs” was 
bound to end up at the United Nations. 
The predictable result was ponderous 
speeches on “our common global chal- 
lenge”, multilingual chaos in the corridors 
(‘like trying to get out of-a third-world 
country during a coup,” grumbled a cam- 
eraman), a few unrealistic pledges, the dis- 
tant but unmistakable sound of the buck 
being passed from one government to an- 
other, and the looming question of who is 
going to pay for it all. 

This week’s drug summit was the idea 
of Mexico's President Ernesto Zedillo. The 
special session of the uN’s General Assem- 
bly in New York attracted some 30 heads of 
government, including Bill Clinton, and 
representatives from 150 countries. 

According to the un, the drug business 
is now worth $400 billion a year, which 
means that it is closing in on the tourist in- 
dustry (see chart). The UN also. estimates 
that money laundering (which is often tied 

.to drugs) eats up 2% of the world’s GDP. As 
for the customer base, the UN puts the total 
number of drug takers at 218m, with more 

-than 20m taking cocaine and heroin, and 

“jom taking synthetic drugs such as am- 
phetamines and ecstasy. 

‘Whatever the true figures, they carry a 
common theme: drugs are as much part of 
international business as cars and ham- 
burgers. As Mr Clinton puts it, “The same 
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openness that enriches our lives is also ex- 
ploited by criminals.” The drug industry is 
now impeccably multinational: indeed, as 
in other industries, the gap between pro- 
ducer and consumer countries is breaking 
down. Countries such as Pakistan and AF 
ghanistan now have many more heroin ad- 
dicts than the United States; and synthetic 
drugs like speed and ecstasy are made in 
developed countries. 

Pino Arlacchi, who became boss of the 
un’s drug-control programme in Septem- 
ber, points out that it has taken only one 
year (a millisecond. in UN time) for the 
world’s governments to agree on a general 
“global” strategy. Mr Arlacchi, who made 
his name fighting the Mafia in Italy, wants 
to eliminate the cultivation of coca and 
opium poppies by 2008. His strategy, 
which would concentrate on crop substitu- 
tion and cutting demand as well as burn- 
and-punish tactics, might cost $5 billion. 

Nobody doubts Mr Arlacchi’s energy. 























He has just returned from Afghanistan 
where he persuaded the Taliban to destroy 
two tonnes of opium, with a value, once 
converted into heroin, of $150m, in ex- 
change for the uN’s help in building a new 
factory that will create 8,000 jobs. But per- 
suading the UN’s members to agree to a spe- 
cific plan, and then to finance it, is a politi- 
cal minefield. The United States may 
blackball any aid to Myanmar, which pro- 
duces around half the world’s heroin. Mex- 
ico is threatening to demand the extradi- 
tion of American undercover agents for 
allegedly breaking the law during a sting 
operation that resulted in indictments 
against three of Mexico's leading banks for 
drug-money laundering. 

The notion that drug production can be 
eliminated in ten years seems quixotic. The 
drug industry is like an old mattress: when- 
ever it is pushed down in one area, it 
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springs up in another. New York's cocaine 
business (annual profits, $9 billion) used to 
be controlled by the Medellin and Cali 
mobs. As Colombia has cracked down on 
those outfits, others have emerged. 

On the day the un drug-busters gath- 
ered, the Lindesmith Centre, a drug-reform 
institute financed by George Soros, pub- 
lished an open letter from 500 of the great 
and the good, including Javier Perez de 
Cuellar, a former UN secretary-general, ar- 
guing that the war on drugs was doing 
more harm than drug-taking itself. But 
those promoting legalisation were kept 
firmly outside the debate in the assembly. 

“It is the mouse that roared,” crowed 
General Barry McCaffrey, America’s drug 
tsar, of the legalisation lobby (whose views 
are shared by this newspaper). So far, the 
move to legalise drugs has been a pretty 
high-brow movement, with little broad 
support. Opponents argue that, although 
the reformers have explained why prohi- 
bition does not work, they have not yet 
shown how a legalised drugs regime would 
work better. 





The UN and war criminals 


How strong a 
court? 


No four years of intense negotia- 
tions have been spent attempting to 
set up a permanent international criminal 
court to try people suspected of war crimes, 
genocide and crimes against humanity. 
With the end apparently in sight, these ef- 
forts now look as if they could still end in 
failure, When delegates from more than 
120 countries gather in Rome on June 15th 
for a five-week UN conference to hammer 
out the final text of a treaty establishing the 
court, they face a daunting set of differ- 
ences. “It will be a miracle if they can 
agree,” says an unhappy human-rights 
campaigner. 

Not everyone is that pessimistic. “It can 
bedone,” maintains one diplomat who has 
been involved with the talks from the be- 
ginning. “But on the big issues, there are go- 
ing to have to be a lot of compromises.” Not 
much sign of that at the moment: negotia- 
tions became bogged down a few months 
ago when countries that did not want to see 
the court given too much power dug in 
their heels, led by the United States. 

The countries gathering in Rome can be 
roughly divided into three groups. The first 
and biggest is a loose collection of 50 self- 
described “like-minded” countries which 
want a strong, independent court capable 
of prosecuting war crimes anywhere in the 
world. It consists of Canada, most Euro- 
pean countries, and many in Africa, Latin 
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America and Asia. A second group, led by 
the United States and France, generally 
supported by Russia and China, claims it 
wants an effective court, but that its powers 
must be restricted to respect national sover- 
eignties. A third, smaller group—whose 
most outspoken representatives are India, 
Mexico and Egypt—is reluctant to allow the 
court any powers worth mentioning. 

The like-minded countries are willing 
to compromise on some issues. But if they 
feel that the court is being rendered too fee- 
ble to do its job, many of them, along with 
the 300 human-rights groups that have 
been actively involved in the preparations, 
are likely to denounce the result, preferring 
to see no courtat all. 

There are five big issues to be resolved 
by the Rome gathering: 

e State consent. In theory, the great body of 
international law enacted in the past 50 
years already recognises universal jurisdic- 
tion over war crimes, genocide and crimes 
against humanity: those accused can be 
tried in any lawful jurisdiction. But France 
has proposed that states should be able to 
deny consent to the international criminal 
court on a case-by-case basis. Advocates of a 
strong court say that this is a regressive legal 
step and could paralyse the court. 

e Relations with the uN Security Council. 
America wants to require the court to ob- 
tain permission from the 
Security Council before in- 
vestigating a case arising 
from a situation the coun- 
cil is “dealing with”. But 
like-minded countries say 
that this provision would 
politicise the court, giving 
every permanent member 
of the council a veto over 
its activities. Singapore 
and Canada have pro- 
posed a compromise: the 
court would have the 
power to investigate any 
case, but would stay out of 
situations if the Security 
Council told it to, for a 12- 
month renewable period. 
In February, Britain became the only per- 
manent member of the council to back this 
compromise. 

e Powers of the prosecutor. The United 
States and others say they fear a “rogue”, po- 
litically motivated prosecutor. They do.not 
want the court to launch an investigation 
unless it receives a complaint from a state 
of the Security Council. Backers of a strong 
court insist that the prosecutor must have 
the power to investigate cases brought to 
his attention by anyone, including victims 
and human-rights groups, though most 
would accept a compromise under which 
the court’s judges would review a prosecu- 
tor’s decisions. 

e Complementarity. Everyone agrees that 


















the court must complement, not: replace, 
national courts and should act only where 
national courts have collapsed, lost. all 
credibility or blatantly refuse to act them- 
selves. But backers of a strong court insist 
that the court itself must make this deter- 
mination. Others disagree. The. United 
States has suggested that the.court should 
be required to announce publicly that a 
matter has been referred to it and that states 
should be able to delay the court’s investi- 
gations for up to.a year. This, object many 
like-minded countries, would allow some- 
one like Saddam Hussein either to have his 
own judges exonerate him or to delay an 
investigation; kill or intimidate witnesses 
and destroy evidence: 

e Definition of crimes. Most agree that the 
court should deal with genocide, war 
crimes and crimes against humanity as de- 
fined in international treaties. Germany, It 
aly and Russia want to include aggression. 
Many Caribbean countries also want drug- 
trafficking and terrorism. included. Most 
observers believe that aggression will be left 
out of the court’s jurisdiction because it is 
so difficult to define legally. There is little 
support for including drug-trafficking and 
terrorism, which most feel should be left to 
national courts. 

A more contentious issue will be 
whether or not the court should have the 
same jurisdiction over crimes committed 
in civil wars or by states against their own 
people as it does in international conflicts. 
Backers of a strong court say it must, be- 
cause so many armed conflicts today, such 
as those in Bosnia and Rwanda, are inter- 
nal. Others demur, either arguing that the 
court should have no jurisdiction over in- 
ternal conflicts or that the criminal thresh- 
old should be higher in such cases. 
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The descent into another 
Balkan war 


DECANE 


Serbia’s crackdown on separatists in Kosovo threatens to drag NATO into un- 


charted territory 


UDDENLY, Serbia’s brutal war against 

ethnic Albanians in Kosovo promises to 
drag in not just the province's neighbours, 
Albania and Macedonia, but Western Eu- 
rope and the United States as well. As forces 
commanded by Slobodan Milosevic, who 
is nominally Yugoslavia’s president but 
really just Serbia’s boss, continued to shell 
villages thought to be inhabited by separat- 
ist guerrillas, the talk in western capitals 
shifted from containing the war to stop- 
ping it. And by the middle of this week 
NATO's leaders found themselves consider- 
ing direct intervention in Kosovo. This 
could mean virtually declaring war—NATO 
will not use that word—against a European 
power for the first time, though the alliance 
did bomb Serbs in Bosnia three years ago. It 
may come to that, but presidents and 
prime ministers are no doubt praying that 
the threat alone will cause Mr Milosevic to 
see reason. 

There is little sign of it yet. The offensive 
that began in late May has so far killed at 
least 50 people, though another 200-400 
are feared dead, and sent 65,000 fleeing 
from their homes. Mr Milosevic’s objective 
is to drive out supporters of the Kosovo Lib- 
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eration Army (KLA)}—in practice almost all 
ethnic Albanians—from a swathe of terri- 
tory on the border with Albania, whence 
guerrillas get arms and money. He has 
emptied the town of Decane, which had a 
population of 20,000. To complete his cor- 
don sanitaire, Mr Milosevic may have to 
move on to the Djakovica area, with an- 
other 50,000 people to be evicted, and then 
secure the route to the town of Pec (see map 
on next page). He is likelier to depopulate 
the region than to stop the flow of arms 
over the border. 

New fronts could then open. The KLA 
still moves freely about much of central Ko- 
sovo. It controls parts of the route between 
Pristina, the region’s capital, and Pec. Some 
of its positions are only 20 kilometres (12 
miles) from Pristina, where there is mount- 
ing fear of mutual slaughter among an th- 
nically mixed population of 300,000. ® 


The sound of bugles? 

It is beginning to dawn on the West that, if 
Mr Milosevic does not stop, NATO may 
have to stop him. Each new day of war 
means not only more innocents slaugh- 
tered but more risk that the turmoil will 


spread to Albania and to Macedonia, 
which has a large ethnic-Albanian popula- 
tion. Plans to succour both countries with 
military exercises are being speeded up. But 
the feeling now, at least among some NATO 
members, is that direct intervention may 
be unavoidable. 

The air is thick with threats. Britain’s 
prime minister, Tony Blair, whose country 
was accused of being soft on Serbs during 
the Bosnian war, has told the American 
and Russian presidents that “we must be 
prepared to use force decisively” at an early 
stage. In Washington, where a gung-ho 
State Department has been counter-bal- 
anced by a more-cautious Pentagon, a 
meeting of senior officials on June 8th pro- 
duced agreement on a tougher stance: air 
strikes were to be presented as a real option. 
President Clinton used strong language— 
“ethnic cleansing’—to describe the Serbian 
government's actions and said he would do 
everything possible to prevent a repeat of 
the Bosnian tragedy. There is talk of setting 
a date by which Mr Milosevic must drop 
his guns or face retaliation. 

Not everyone is keen. Volker Riihe, the 
German defence minister, suggested causti- 
cally that certain NATO foreign ministries 
(he may have meant France’s and Germa- 
ny’s own) had behaved hypocritically—by 
calling for firm action in Kosovo while bar- 
ring the alliance’s military experts from do- 
ing detailed planning for air strikes. 

Another headache for western govern- 
ments is the stance of Russia, which is close 
to, though sometimes exasperated by, the 
Serbs. On a visit to Germany this week, Pres- 
ident Boris Yeltsin said he would try to in- 
duce Mr Milosevic to show restraint. But of- 
ficials in Moscow are insisting that 
anything NATO does must be authorised by 
the UN Security Council—where Russia has 
a veto. Western hardliners say UN authori- 
sation is desirable but not essential. 

The outcome of these tussles should be- 
come clearer soon. NATO defence ministers 
met in Brussels on June 11th, and the six- 
nation Contact Group, which includes Rus- 
sia as well as the United States and four Eu- 
ropean NATO members, were to meet in 
London the day after. Then, or soon after, 
NATO’s leaders were to decide whether to 
authorise planning for air strikes or other 
forms of intervention that would not in- 
volve sending troops into the province. But 
even if such planning were authorised— 
which would mean that a Rubicon had 
been crossed—it would not mean that 
bomb attacks would start immediately. 
Western defence chiefs will insist strongly 
on nailing down the objectives of a bomb- 


51 





EUROPE 





All roads lead to Tropoje 


TROPOJE 


| 
| 
| 
l 
| F THERE is a crossroads leading to Ko- 
| JL sovo’s escalating war, it must be the re- 
| mote, straggling village of Tropoje on the 
| Albanian side of the border with Serbia’s 
| explosive province. Admittedly, Tropoje 
| does not feel like a place where the future 
| of Europe is being charted. It consists of 
little more than a dirt road and a handful 
| of gimcrack concrete buildings—home in 
| “normal” times to about 1,500 people 
| whose main income (on paper, at least) 
| comes from welfare payments of about 
| $20 a month. Several buildings, burnt out 
| during the anarchy that engulfed Albania 
| last year, are just ruins, used only as target 
| practice by budding soldiers. 
| But these days the village is reeling 
from the effects of violence on a far bigger 
scale. In recent weeks, the Tropoje area 
has become the main conduit for ethnic 
Albanians fleeing their native Kosovo, or 
heading back in that direction to wage 
war against the Serbs. So far, about 20,000 
refugees have arrived after braving moun- 
tains where the hazards include Yugoslav 
army Snipers and even helicopter attacks. 
The uN High Commissioner for Refugees 
is bracing for the possibility of 50,000 
more arrivals. Already, each of the vil- 
lage’s ramshackle homes accommodates 
up to 20 refugees. 





ing campaign as precisely as possible, and 
that will not be easy. 

At least notionally, western govern- 
ments condemn the KLA and reject its aim 
of detaching Kosovo from Serbia, fearing 
that the Albanian bit of Macedonia would 
follow suit. But if Mr Milosevic were forced 
by NATO bombing to withdraw his army 
and interior-ministry forces from the war 


= zone, the fractious Albanian separatists 


would rapidly take over as the only source 
ofauthority. The province would have been 
severed from Serbia in fact, if not in diplo- 
matic theory. Vengeful Albanians might 
then become ethnic cleansers of the prov- 
ince’s remaining Serbs. 

The best hope, say NATO officials, is that 
by staying the hand of Mr Milosevic, west- 
ern governments will be able to persuade 
: the Albanians to show some restraint in re- 
~~ turn. But the time when restraint seemed 
possible is rapidly running out. Already, 


= the Kosovo Albanians’ moderate leader, 


Ibrahim Rugova, looks in danger of being 
discredited as a western toady—because he 
agreed to a brief, abortive round of talks 
with Mr Milosevic. It will be some trick to 
go to war against Serbia without stopping 
Kosovo making its bid for freedom. 

= 
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If there are able-bodied men among 
the displaced, they do not tarry long. 
Once their women and children are on 
the way to safety, they buy automatic ri- 
fles—from one of the piles laid out for sale 
on the grass, or touted from the backs of 
Mercedes cars—and look for a way back 
over the mountains to join the fight. 

It is hard to associate some of the teen- 
age lads and wheezing middle-aged men, 
hoping to join some informal village- 
based militia, with any kind of organised - 
fighting force. For some of them, the 
Kosovo Liberation Army~—a shadowy 
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Short of a miracle 


BONN AND PARIS 





movement that surfaced only last No- 
vember—may be little more than a slogan. 
But the Kia does have a hard core of ex- | 
perienced fighters, including veterans of | 
the anti-Serb struggle in Bosnia. 

Tropoje is a good: place to observe 
how effective Albania’s ex-President Sali 
Berisha, a local boy made good, has been 
in rallying the KLA. During last year’s re- 
bellion—which eventually forced him out 
of office—he used. supporters from. his 
home region to fend off the protests 
against his rule, which were strongest in 
southern Albania. Members of the Beri- 
sha entourage have resurfaced in and 
around Tropoje, wearing smart KLA uni- 
forms and brandishing well-polished ri- 
fles. Near Mr Berisha’s home, in an even 
tinier settlement than Tropoje, a placard 
improbably proclaims the KLa's “head- 
quarters”. Whereas the current Albanian > 
government has tried, with diminishing - 
success, to keep some distance from: the 
KLA; Mr Berisha has organised pro-KLa 
rallies in Tirana, Albania’s capital. =- 

What the KLA lacks’ in sophisticated 
weaponry, it makes up in local know- 
ledge. But the same cannot be said of 
NATO, which would face a logistical 
nightmare if it decided to deploy troops 
in the area. In winter snow blocks all ap- 
proaches. The mountainous border is al- 
most impossible to patrol. These consid- 
erations will doubtless give NATO's 
planners food for thought. 








The good news about unemployment in France and Germany does not mean 


all is well with their labour markets 


O THE delight of football fans, and the 

sorrow of cliché-mongers, France’s 
trade unions will not after all sabotage the 
football World Cup by bringing transport 
to a halt while the world’s media look on. 
The ten-day strike by Air France’s pilots was 
settled on June 10th, hours before the first 
kick-off. A strike on the same day by train 
drivers caused little disruption. France can 
now show off without embarrassment. 

Some of its boasts will be about its econ- 
omy. The government is expecting growth 
of §% this year, its highest in a decade; infla- 
tion, at 1%, is at its lowest rate in 40 years; 
and unemployment, the main scourge, has 
fallen to its lowest level in over two years. 
Italy, not France, now has the highest job- 
less rate among the seven biggest industrial 
economies. 

As it happens, though with fewer jour- 
nalists around to notice it, Germany is also 


publishing giddy numbers. On June 9th 
the federal labour office announced that 
the number of Germans out of work in May 
was 223,000 lower than in April, standing 
at. 4.2m-~a rate of 10.9%. That also repre- 
sented. the first year-on-year fall since Au- 
gust 1995, and the biggest-drop in May 
since. the Germanies united in 1990. A 
beaming Helmut Kohl, fighting what looks 
like a losing battle to be re-elected chancel- 
lor in September, extolled the figures stand- 
ing beside.a huge bouquet of flowers meant 
to show that spring, however late, had come 
at last. One official even bubbled that Ger- 
many was heading for “a second economic 
miracle”. 

_ Yet it takes morethan a dip in-unem- 
ployment to prove that Europe’s two big- 
gest economies are at last getting the better 
of their worst economic problem. Even in 
the bad old days, unemployment rates fell 
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when economies recovered. Europe’s prob- 
lem has been that with each economic cycle 
unemployment has hit bottom at ever- 
higher levels (see chart). It is unlikely that 
the pattern has been broken. 

In France over 3m people are still out of 
work. The country created 150,000 jobs 
more than it lost last year, but the 26m- 
strong labour force expanded by almost the 
same number. Germany’s figures also look 
less flattering under a spotlight. Three- 
quarters of the employment boost in May 
was seasonal. A big share was attributable 
to an increase in state-financed job-cre- 
ation and retraining schemes, largely in the 
east. Despite net transfers from the west of 
around DMis0 billion ($84.2 billion) a 
year, eastern unemployment continues to 
climb, reaching 18.1% last month. 

According to the OEcD, neither France 
nor Germany has done much this decade to 
solve its underlying problems. Structural 
unemployment—the part that will not be 
washed away by economic recovery— 
jumped in France from 9.3% to 10.2% be- 
tween 1990 and 1997; in Germany it rose 
from 6.9% to 9.6%. It will not come down 
until the two countries loosen their labour 
markets’ famously stiff joints by cutting 
minimum wages, making hiring and firing 
easier, reducing payroll taxes and so on. 

Stiffness should not be confused with 
paralysis, however. Both Germany and 
France are enjoying an industrial revival. 
Traditional German industries like cars 
and machine-tools have made themselves 
fit by shedding hundreds of thousands of 
workers. Now exports are booming (helped, 
admittedly, by the weakish p-mark) and 
companies are rehiring some of the work- 
ers they sacked. Trade unions have helped 


recently by accepting wage rises below the - 


growth in productivity. Even the govern- 
ment has pitched in a little, with lower 
business taxes and a bit of labour-market 
deregulation, such as allowing private jobs 
brokers. 

In France, too, the painful industrial 
restructuring of the past 15 years has started 
to bear fruit. With the re-employment of 
less-productive workers, jobs now start be- 


The track 


Unemployment as % of labour force 


France 


1978 80 82 84 8 88 90 92 94 9697 
Source: OECD 
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ing created when France’s economy is ex- 
panding by just 1.5% a year, half the rate re- 
quired in the 1980s. And the labour market 
may be more “adaptable” (the word “flexi- 
ble” carries scary ultra-liberal connota- 
tions) than many suppose. Up to 3m jobs, 
more than a tenth of the workforce, disap- 
pear every year, and about as many are cre- 
ated. Some employers get round the most 
restrictive red tape by offering short-term 
contracts and part-time jobs. Unskilled-la- 
bour costs have been reduced (though by 
not nearly enough) by cutting employers’ 
welfare charges for the lowest paid. 

France and Germany have not lost their 
traditional strengths. The World Economic 
Forum, which published its latest rankings 
of competitiveness last week, rates both 
countries highly on infrastructure, educa- 
tion and management. France has been the 
third-biggest draw for foreign investment 
over the past five years, attracting $20 bil- 
lion in 1996. (Oddly, Germany, with simi- 
lar strengths, pulled in just $3 billion.) 

All in all, though, the businessmen 
whose opinions are collected to draw up 
the rankings are unimpressed. Germany is 
ranked 24 out of 53 countries in overall 
competitiveness; France is just two places 
higher. Germany’s industry federation 
dampened Mr Kohl’s spirits by presenting 
him on June 9th with a long catalogue of 
unfinished business, from privatisation 
and deregulation to tax reform and a 
tougher attack on social-security costs. The 
opposition Social Democrats are threaten- 
ing to add to the list by rolling back some 
reforms, such as lower pensions and sick 
pay, if they win the general election in Sep- 
tember. French employers have an equally 
long catalogue of complaints, including 
the planned reduction in the work week to 
35 hours, which is bound to raise labour 
costs. For both countries, the second eco- 
nomic miracle is a long way off. 





Sweden 


Unwanted hero 


STOCKHOLM 


FTER two years as the West’s trouble- 
shooter in Bosnia, Carl Bildt returned 

to Sweden a year ago a hero. A poll found 
him more popular than the king. The Mod- 
erate Party, which Mr Bildt has led since 
1986, reckoned that, after Sweden's general 
election in September, their man would 
prime minister. a 

Not necessarily. Though Mr Bildtere- 
mains popular, support for the Moderates 
has been slipping while that for the peren- 
nially ruling Social Democrats is on the 
rise. The Moderates’ hopes of interrupting 
left-wing hegemony for a second long spell 
are slipping away. 


EUROPE 





Thoroughly bourgeois Bildt 


This is not entirely Mr Bildt’s fault. The 
Moderate Party had an unprecedented 
lead in the opinion polls last summer 
partly because Swedes were angry about 
high unemployment and the government's 
harsh budgets. Since then, the economy has 
revived and unemployment has dropped. 
The government has also found more 
money for welfare. Disgruntled Social De- 
mocratic voters have returned to the fold. 

Even so, the Moderates—Sweden’s 
mainstream conservatives—are not in bad 
shape. The 25% of the vote the polls predict 
for them would be close to a record for the 
party if it held up on election day. The Mod- 
erates won less than that in 1991, when Mr 
Bildt formed a “bourgeois coalition” with 
three centrist allies, the first non-socialist 
government in modern times to last its full 
term. Now the coalition is in trouble. One 
pillar, the Centre Party, has been support- 
ing the Social Democrats and is not keen 
on a Moderate-led government. Another, 
the Liberals, is fading in popularity. 

So Mr Bildt can blame fate and his 
friends for the Moderates’ plight. Strangely, 
though, his popularity is also part of the 
problem: what Swedes admire in him has 
seemingly put him out of touch with the 
mood of the electorate. He has a high- 
minded programme: Sweden should join 
Europe’s single currency immediately, he 
says, and NATO soon after. To preserve its 
new economic well being, Sweden should 
slash taxes and loosen its rigid labour laws. 
Unfortunately for Mr Bildt, most Swedes 
are euro-sceptical, neutrality-loving and 
addicted to job security. 

In vain has Mr Bildt tramped Sweden 
since his return, touring the countryside 
and especially the north, where support for 
the Moderates is thin. Stockholm’s opin- 
ion-shapers take his frequent absences 
from the capital, and from some of the 
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main parliamentary debates, as evidence 
“that Mr Bildt has lost interest the hurly- 
~~ burly of politics. “Domestic politics seems 
to have become a duty rather than his pas- 
sion,” observes a prominent journalist. 

His critics. hint that Mr Bildt would 
rather have a big international job than be 
prime minister, a charge his friends reject. 
“If he wanted a high-ranking international 
job he could have had one already. He has 
been offered several,” says one. 















Czech Republic 
Left turn? 


PRAGUE 


ACLAV KLAUS posed so convincingly 
; as Central Europe’s answer to Margaret 
“Thatcher while he was the Czech prime 
minister that the collapse of his govern- 
“ment amid scandal and economic chaos 
‘last November gave economic reform a bad 
‘name. Milos Zeman, who wants to be the 
next prime minister, speaks a different lan- 
guage. Instead. of budgetary austerity, he 
preaches pump-priming; he is keen on 
fighting corruption, cool on privatisation. 
That talk is expected to take him to victory 
+ in the parliamentary election on 
| June 19th and 2oth. It may not, 
- however, give his Social Demo- 
cratic Party a comfortable major- 
ity with like-minded coalition 
partners. 

Most opinion polls give the 
Social Democrats a quarter of the 
vote, though that share may rise 
once the undecided voters make 


Yet it is hard-not to believe that Mr 


Bildt’s passions are stirred more by what 
happens outside Sweden than at home. His 
office is decorated with foreign flags and 
photo-opportunity handshakes with for- 
eign luminaries. Once celebrated for his 
waspish one-liners, Mr Bildt no longer 
bothers to attack directly his chief political 
foe, the prime minister, Goran Persson. 
Swedes love a statesman, but they want a 
prime minister who gets his hands dirty. 

an 





% change on year earlier 


The Czechs will vote for change next week. It may not be for the better 


populist cast. 

That will be even truer if, as may well 
happen, the Social Democrats, Christian 
Democrats and Pensioners fall short of a 
majority in parliament. They would then 
depend for support on the (unreformed) 
Communists. Miloslav Ransdorf, a Com- 
munist bigwig, is already threatening to 
hold out for a couple of seats in the cabinet. 
Mr Lux would rather leave government 
than agree, but he might tolerate their sup- 
port in parliament. The worry is that the 
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-Mr Klaus’s party despite i its ignominious 


eviction from power—looks likely to re- 
main the biggest opposition force. They 
may not get it. Even if the Freedom Union 
wins enough seats to make a difference, Mr 
Zeman has nothing but contempt for the 
party and does not bother to hide it. 

Mr Klaus has only himself to blame for 
the right’s predicament. His hasty mass-pri- 
vatisation programme, which made ordi- 
nary Czechs the formal owners of most en- 
terprises but gave control to state-owned 
banks with no interest in improving them, 
created a crisis thatculminated in.a humili- 
ating devaluation of the currency in May 
last year. Now unemployment and infla- 
tion are rising and real incomes are falling; 
the economy grew by just 1% in 1997 and 
will at best barely make 2% this year. 

Worse, during Mr:Klaus’s reign both 
conservative politics and free enterprise be- 
came linked to corruption in the public 
mind. A recent audit found Mr Klaus’s 
Civic Democratic Party. riddled with tax 
evasion and dodgy book-keeping. Last 
week a top banker and the chairwoman of .. 
the country’s biggest glass exporter became ` 
the latest in a growing list of executives ar- 
rested for stealing from shareholders of 
privatised companies. When Mr Zeman 
blasts the right for running an “economy of 
mafias”, he strikes a chord. ° 

Mr Zeman might bring probity toeco- 
nomic. management, but would 
he bring competence? The econ- 
omy has steadied since last spring. 


currency have curbed imports: 
and. boosted exports. The rising 
unemployment rate, now 5.3%, is 
a:sign that companies are at last 











up their minds. The Social Demo- 

¿> crats may well need two partners 
to form a government. Mr Ze- 
man’s preferred allies are the 
Christian Democrats, led by the 
wily Josef Lux, now deputy prime 
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beginning to restructure. The out- 
going caretaker government has 
given its successor a running start 
on the next stage of privatisation. 
It sold the third-biggest bank to.a 
Japanese brokerage. Investment 
bankers have been hired to flog 
other banks and utilities. 





minister in the caretaker govern- 
ment that took over after Mr Klaus 


1992 93 


94 95 





fell. They are a good match. Mr 
Luxs supporters are mainly 
<- church-going country folk who share the 
Social Democrats’ preference for a “social 
market” economy over the unalloyed cap- 
italism Mr Klaus espoused. Having served 
in every post-communist government, they 
` would bring experience to Mr Zeman’s un- 
tested team. 
> [tis the second partner that will give the 
-. pext government its character. The likeliest 
~ candidate is the Pensioners’ Party, led by a 
retired colonel who wants to soak the rich 
in order to raise pensions and lower the re- 
tirement age. It would give the centre-left, 
already inclined to make economic prom- 
ises it will find difficult to keep, a decidedly 
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Mr Zeman may squander 
these small gains. For a start, he 
wants to boost the budget deficit 








Czech Republic’s last experiment with a 
minority coalition—Mr Klaus’s ill-fated 
right-wing government, which lasted. less 
than 18 months—has set a dismal 
precedent. 

Reform-minded Czechs dream that Mr 
Zeman will opt instead for the Freedom 
Urfion, a party formed by defectors from 
MrgKlaus’s Civic Democrats which seems 
more committed than he was to genuine 
economic reform. The party’s young lead- 
ers claim they would rather stay in opposi- 
tion and concentrate on realigning a de- 
moralised right. But a chance to remain in 
power might tempt them, especially since 


from an expected 0.5% of GDP to 
3%, and funnel the extra spending to infra- 


structure projects employing Czech firms. 


This is misguided. It would keep interest 
rates high and choke off private invest- 
ment; favouritism for Czech firms would 
fall foul of the £u, which Mr Zeman wants 
his country to join. He also backs a budget- 
busting demand by 470,000 public-sector 
workers for a 20% pay rise. Bank privatisa- 
tion can wait until. 2000, says Mr Zeman, 
even though state-owned banks are’ the 
main culprits in the mismanagement of 
Czech enterprise. 

But the omens are not all bad. A war on 
fraud would help the economy, especially 
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High interest rates and the weaker... 





if it means backing underfinanced watch- 

“dogs like the new securities commission, 
which is trying to clean up a murky stock- 
market. And office might change Mr Ze- 
man. At present he is answerable solely to 
disgruntled Czech voters. If he wins the 
election, he will have to learn to please two 
other masters: the ev and foreign investors, 
who doubtless stand ready to wallop the 
Czech currency again. 

— 3 





Ukraine 
The pits 


DONETSK 


MAGINE yourself in a sauna, in a dust- 
.storm. The ceiling is shoulder height, 
and you are trying to repair a piece of heavy 

» Machinery by the light of a small torch. 
Now imagine you are doing this for noth- 
ing. That is what Ukraine's coalminers have 
been doing, and their patience has 

“snapped: For the past three weeks, 600 of 

_ them have picketed the offices of the presi- 
_ dential administration, banging their hel- 

mets on the pavement in time with the 
_ chant “Pay, pay.” This week their numbers 
-have been swelling, as more demonstrators 

“have marched into Kiev from the coal-min- 
`~ ing cities of the east. 

_ “According to the World Bank, the aver- 
age production cost of Ukrainian coal is 
_ about $50 a tonne, compared with a world- 
__ market price of $35. To close (in part) the 
- gap, the government doled out 1.85 billion 
.. hryvnyas ($990m) in subsidies in 1997, and 
cis due to cough up another 1.56 billion 

hryvnyas this year. With the budget deficit 





running at 5.1% of Gpp, this is money it can- . 


“not afford. The industry is also. caught in a 
web of inter-enterprise debt: it owes 7 bil- 
lion hryvnyas to its workers and suppliers, 
and is in turn owed 3 billion hryvnyas by 

its customers, mostly power stations. Asked 

why mines continue to deliver coal for 

nothing, a coal-ministry official replies, 

< “The power station pays you, the director, 
‘in-your private pocket.” 

Only four of Ukraine’s 250-odd mines 

are profitable at present; at most, 50 of the 

‘bigger ones have a future, if they shape up. 
















MOSCOW 


OREIGN ambassadors in Belarus 

were expecting to spend this week 
worrying about a planned new law mak- 
ing it a criminal offence to insult the 
country’s prickly president, Alexander 
Lukashenka. Other pressing current con- 
cerns include a bunch of political pris- 
oners and the harassment of a leading 
defence lawyer. 

Instead, they are thinking about 
plumbing. The Belarussian authorities 
on Monday peremptorily ordered 22 
ambassadors to leave their homes—all in 
a housing development built for com- 
munist bigwigs—claiming they had be- 
come insanitary. This sounds unlikely. 
The American ambassador says his visi- 
tors have commented favourably on his 
western-style bathroom. Minsk handy- 
men are not known for speed, but within 

-hours they had welded shut the gates to 
his house. 

After America and other countries 
| complained (and threatened to with- 
| draw their ambassadors from Minsk), 
the government grudgingly offered a 
week’s postponement, but insisted the 
eviction must then go ahead. “We can- 
not jeopardise the diplomats’ health,” ex- 
plained the foreign minister, Ivan An- 





Mine bosses blame their losses on lack of 
investment and awkward geology, but a re- 
port by a British firm called International 
Mining Consultants cites overmanning 
and bad management. At the mine IMC 
studied—inappropriately named the Sta- 
khanovskaya—it concluded that 3,200 of 
the 7,500 workers could be laid off with no 
drop in output, and that managers had no 
idea which, if any, coal faces operated at a 
profit. Geologically similar Polish mines, 
no models of efficiency, produce twice as 
much coal as Ukrainian ones with half the 
men—and kill far fewer of them (see chart). 

Making the mines competitive would 
cause social carnage. In the eastern prov- 
ince of Donetsk, coal-mining supports 13% 
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| The fastidious plumbers of Belarus 










































tonovich, straight-faced. 

When not packing suitcases, Minsk- 
watchers are trying to decipher the epi- 
sode. One theory is that, with domestic 
opposition to his rule largely crushed, 
Mr Lukashenka wants to deal with the 
main external irritant: the western em- 
bassies, which offer moral (and in some 
cases financial) support to dissidents 
and other trouble-makers. Some fear that 
western diplomats will be moved to a 
new compound inconveniently far from 
Minsk, where the only bugs will be 
electronic. 


















of the workforce and, since miners’ wives— ` 
unlike most other Ukrainian women—tra- 
ditionally. stay at home, a bigger propor- 
tion of local families. Though school-leav-' 
ers now try to go into trade or building 
rather than the pits, the shrinking economy 
makes all jobs scarce. And for existing min- 
ers—their average age has crept up to the, 
mid-40s—finding other employment: is 
nearly impossible. Retraining the heroes of 
the proletariat is hard, too. “They think that 
everyone owes them everything, and they 
don’t owe anyone anything,” says the head 
of an Eu-financed business-advice centre. 
The government is not about to dis- 
abuse them. The Donbass coal basin isthe - 
heartland of the Ukrainian Communist’ 
Party, which won 25% of the vote in the par- 
liamentary election in March. Ukraine’s 
president, Leonid Kuchma, knows that to 
have any chance of winning another term 
next year he must keep the region reason- 
ably sweet. On May 27th he sacked the coal 
minister, and promised to pay unpaid: 
wages. Unsurprisingly, a two-year-old 
promise to the World Bank to close 20 
mines a year in exchange for a $300m loan.. 
has come to nothing. The Bank is renego- 
tiating the agreement—and asking for only 
24 closures in total this time. 
nicl 





55. 




















CHARLEMAGNE 


Europe’s presidential race: the form 


[: IS the pinnacle of Euro-power, so perhaps it is not surprising 
that speculation has already begun about who will be chosen 
next year to be president of the European Commission from 
2000 to 2004. Behind the scenes, so has jockeying among candi- 
dates—and bargaining among the European Union’s leaders, 
who will make the choice. They are likely to discuss it at their 
summit in Cardiff this weekend. 

The Ev’s record in choosing candidates for top jobs is lamen- 
table, not least because names must be approved unanimously. 
The May summit that launched the euro will for ever be remem- 
bered for its 12-hour argument over the presidency of the Euro- 
pean Central Bank, resolved only by the messy compromise 
whereby the Dutch candidate, Wim Duisenberg, agreed to step 
down “voluntarily” after four years 
to make way for a Frenchman, Jean- 
Claude Trichet. 

The choosing of the commis- 
sion’s president has proved equally 
unedifying. Four years ago Germa- 
ny’s Helmut Kohl and France’s Fran- 
çois Mitterrand tried to foist the Bel- 
gian prime minister, Jean-Luc De- 
haene, on their colleagues. But the 
British prime minister, John Major, 
vetoed Mr Dehaene. A crisis summit 
then gave the job to Jacques Santer, 
the unassuming prime minister of 
Luxembourg, who had never been in 
the running. The commission under 
Mr Santer has not done badly: the 
single currency will arrive on time, 
talks on bringing in new members 
from the east have begun. But, 
though Europe’s leaders mistrust the 
commission’s power, they want its 
president to be something more 
than the glorified civil servant Mr 
Santer has proved to be, 

So the pendulum may swing 
back towards someone in the mould 
of Jacques Delors, the president from 
1985 to 1994. He was controversial, 
particularly with the British, chiefly because he was so effective. 
Though the next president will not be allowed any new initia- 
tives as grand as the single market and the single currency, the 
job has since gained in significance in two ways. One is that the 
EU, unloved by so many Europeans, badly needs some new di- 


| rection. The other is that the Amsterdam treaty has given the 


commission’s president enhanced powers over his colleagues, 
including the right to block their appointment. 

So who will inherit the mantle? Nationality counts, as does 
politics. After Mr Delors, a French Socialist, Buggins’s turn gave 
the job tosomeone from a small country and the political right— 
hence Mr Santer. It-ought now to go to a big country, and the 
political left. France and Britain are, however, probably ex- 
cluded: the first because it had Mr Delors, ant because it made 
such a fuss over the central bank, and the secand because it has 
become an unwritten rule in Brussels that only a country in the 
single currency can supply the commission’s president. 

That leaves one clear front-runner: Felipe Gonzalez. When 
the job came up in 1994, Mr Gonzalez, then Spain’s prime min- 
ister, was pressed by Mr Kohl to take it. He declined because he 





wanted to fight the 1996 election. But now, with the Spanish So- 
cialist Party having slighted him by rejecting his chosen candi- 
date to lead it into the next election, there is nothing left for him 
at home. And though he says he is not interested in running the 
commission, rumour says he might change his mind. He has rev- 
elled in his recent role as Europe's special envoy for Kosovo, 
though he has yet to make a dent in the latest Balkan crisis. 

Mr Gonzalez, who at 56 is too young to retire, has obstacles to 
overcome. One is the trial that has just begun in Madrid of his 
former interior minister and other senior officials, who are said 
to have run anti-terrorist death-squads in the 1980s, Some defen- 
dants have told the court that Mr Gonzalez at least tacitly con- 
doned their actions. A second problem is Mr Gonzalez’s bad re- 
lations with his successor as Spanish 
prime ‘minister, Jose Maria Aznar, 
who might be reluctant to nominate 
> him, The likely departure this au- 
tumn of Chancellor Kohl will also 
not help the Gonzalez cause. 

Nor will lack of enthusiasm from 
Britain’s Tony Blair. Mr Gonzalez is 
more old Labour than new. And he is 


Fo through monetary union to political 
union, and says European leaders 
should make this a reality. z 

Ifnot Mr Gonzalez, who else? Ire 
land’s former commissioner, Peter 
Sutherland, has his supporters in 


weights. Austria’s chancellor, Viktor 


y) Italy, which has not supplied a presi- 
dent since 1972, has a stronger claim 
than either. One former Italian 
prime minister, Giuliano Amato, has 
made his interest clear. But he is not 
well known. And, although he has 
been unscathed by Italy’s. political 
scandals, his association with the 
disgraced Bettino Craxi may not be forgotten. Efforts have been 
made to interest the present Italian: prime minister, Romano 
Prodi. But he may prefer to lead in Rome~if his “Olive Tree” 
coalition will hold together—than to serve in Brussels. 

Germany has not had.a commission president since Walter 
Hallstein, the first ever, left in 1967. Its problem has always been 
a lack of obvious candidates. Some in the Social. Democratic 
Party, assuming that Gerhard Schröder will be chancellor after 
September, have talked of the job going to Monika Wulff-Mat- 
thies, the present commissioner for regional affairs. But heads of 
government do not usually like to choose from the present com- 
mission; they prefer to give the job to one of their circle. In Bonn 
there has also been talk of Theo Waigel, Germany’s long-serving 
finance minister, going to Brussels, though he is right-wing. And 
what of Mr Kohl himself? It is hard to imagine him taking orders 
from freshman chancellors and prime ministers. 

Bookmaking Eurocrats make Mr Gonzalez the favourite, 
with Mr Amato trailing and Mr Prodi and Mr Sutherland longer 
shots. But, judging by 1994, dark horses could move into conten- 
tion. One could be the darkest of them all, Mr Santer himself. 


a bit too much like Mr Delors. He: 
praises Jean Monnet’s dream of Eú- 
rope proceeding via tariff union ` 


Brussels, but few are political heavy-’: 


À Klima, has recently been touted. But 
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Trends 


By Daniel A. Levinas 


THE NEXT 





BILLION-DOLLAR IDEA 


Cash in on the hottest American business leads — 
right down to the names and numbers of the people 
to contact — first thing every Monday morning. 





Somewhere in America today, some- 
one is launching the next huge money- 
maker. 

It could be a multinational corporation 
masterminding an ingenious way to 
foster customer loyalty, as Robert 
Crandall did with American Airlines’ 
groundbreaking frequent-flyer program. 
It could be a regional retailer turning a 
generic everyday commodity into a 
habitual gourmet indulgence, as Howard 
Schultz has done with Starbucks coffee. 
Or it could be a brainy kid in a college 
dorm room, the next Steve Jobs, Bill 
Gates or Michael Dell, fast at work on 
designer DNA, a voice-activated 
wristwatch PC, or (who knows?) a 
molecular food assembler — one for 
every kitchen! 

Sure, you'll hear about the next billion- 
dollar idea sooner or later. Like a pebble 
tossed into a pond, news of it will ripple 
outward and around the world, carried to 
Europe, Asia and Latin America by the 
general media, the Internet, the business 
grapevine. In a few months or years, 
you'll know not only who created that 


brilliant idea, but what other businesses 
have since tapped it for their own gain. 

By that time, you won't exactly be 
ahead of the trends. Much less “in the 
money.” 

Here's a better idea. Start every week 
with American Business Weekly. This 
remarkable new service, created 
exclusively for international business 
executives, is like having your own 
intelligence team in the United States 
scouting out the best new products, 
management concepts, marketing ideas 
and technological breakthroughs. And 
faxing or e-mailing them to you first thing 
every Monday morning. 

American Business Weekly consists of 
fous short pages. Packed with valuable 
information, but succinct enough to read 
over a cup of coffee. 


Transferring Great Ideas 
Clearly, great American ideas can begin 
anywhere. Thats where American 


Business Weekly really shines. No other 
source so concisely summarizes the best 
ideas from all 50 states. Its editorial staff, 
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headed by Michael Healey, analyzes 150 
U.S. newspapers and magazines, 
monitors dozens of Internet news 
groups, and scans countless press 
releases, books and industry reports. 
Information that just isnt available 
abroad. 

Not only that, but American Business 
Weekly even caps each story with the 
relevant company name, contact person, 
and phone number and/or e-mail 
address. Want to license, invest in or 
learn more about a particular idea? You'll 
get the information you need with a 
quick call. 

Healey, a seasoned business journalist, 
knows he’s writing for a tough crowd. 
“My readers are extremely busy,” he 
stresses. “Time is money, and they want 
information they can grasp and apply 
immediately.” 

His top priority is uncovering ideas that 
are “transferable” — that is, with a little 
imagination, they can be transferred to 
any business. A classic example is 
American Airlines’ frequent-flyer 
program, which went on to inspire 
loyalty programs in businesses ranging 
from bakeries to ski resorts. 

Aging baby boomers, in fact, “are 
driving some of the most revolutionary 
thinking on earth,” says Healey. 
Advances in the field of aging read like 
science fiction, between the unraveling 
of the human genome, new areas of brain 
research and the emerging field of 
telomere manipulation, which could 
extend the human life span well beyond 
120 years. 

But even without such breakthroughs, 
the world’s elderly population is 
exploding. What unmet needs will 
emerge? New product designs, housing 
arrangements, health care philosophies, 
media formats, financial venues and 
management practices, to name a few. 

Be the first to know about them with 
American Business Weekly. 

“You never know what the next billion- 
dollar idea will be,” says Healey. “The 
possibilities are endless — a great new 
snack food, pocket video-conferencing 
PCs, space vacations — even virtual 
reality ‘mind travel!” He laughs, 
conceding that some ideas may seem far- 
fetched. “But history goes to show: 
‘crazy’ American ideas spawn profits all 
over the world.” 

American Business Weekly, delivered 
via fax or e-mail every Monday morning, 
costs just $9.55 per week (billed 
annually). Comes with a complete 
money-back guarantee. 

Fax order to 202/337-1512 or mail to: 
American Business Weekly, Dept. 2WF8, 
1101 30th St. NW, Washington, DC 20007. 
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Curbing terrorism 


Defining terrorist regimes is hard, as Raymond Tanter’s book shows. But, as 
Bruce Hoffman’s explains, dealing with freelance fanatics is even harder 


ANCTIONS, it is generally agreed, are 

not much use in transforming nasty re- 
gimes into nice ones. Eight years of suffo- 
cating sanctions against Iraq have turned 
its people into paupers but have left Sad- 
dam Hussein in power and grinning. No 
matter: behaviourial change is not really 


_ the point, or so Raymond Tanter argues in 


“writing about American policy towards the 
-countries it has decreed to be “terrorist”. It 
is desirable, of course. But the compelling 
reason for the American government to 
punish certain states with economic sanc- 
tions is the moralistic belief that sinners 
should receive their just deserts—especially 
if influential groups of American voters are 
pushing for such punishment. 

Sounds cynical? Unfortunately, Mr 
Tanter's slightly plodding analysis is not 
written in that spirit. A professor of politi- 
cal science at the University of Michigan, 
Ann Arbor, he sounded out a group of stu- 
dents who quickly divided themselves into 
“retributionists”, who would punish 
wrongdoers irrespective of the effect, and 
“pragmatists”, who found it hard to justify 
punishment if there were no behaviourial 
change. Mr Tanter himself seems to side 
with the first group. “Once you detect rogue 
deeds,” he writes, “there is an obligation to 
act against their perpetrators.” 

His rogues are the ones on the State De- 
partments “terrorist” list: Iran, Iraq, Libya, 
Syria, Cuba and North Korea. “Practising 
terrorism, possessing a large-scale conven- 
tional force, and seeking weapons of mass 
destruction qualify a state for admission to 
the showroom of miscreants,” is his wide- 
ranging definition, which would include 
several countries not generally recognised 
as pariahs. In fact Mr Tanter’s list is even 
shorter than the State Department's: he ex- 
cludes Sudan on the baffling ground that 
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Iran, his main villain, is Sudan’s mentor for 
international terrorism. 

It is not coincidental that all but two of 
the fingered rogues come from the Middle 
East. As Mr Tanter explains, American ide- 
alism in wanting to whack the wicked 
needs to have strong domestic support and 
few lobby groups are as powerful in the 
United States as Israel’s. He takes the con- 
vergence of American and Israeli interests 
more or less for granted. 

America, in sharp contrast to some ofits 
European allies, is prepared to impose 
sanctions that hurt its own economic inter- 
ests. Iran is a case in point: American oil 
firms suffered, and may still suffer, directly 
from the embargo. But Israel has been the 
victim of Iranian-sponsored terrorism and 
still has reason to perceive the Islamic re- 
public as an active threat. So there is a clear 
bonus for American congressmen in sig- 
nalling to the pro-Israel camp that wrongs, 
old and new, are being righted. 

And not just to the pro-Israelis: being se- 
vere on such established “miscreants” as 
Iran, Iraq or Libya does an American politi- 
cian no harm at all. Syria’s presence is a lit- 
tle less selfexplanatory. True, its ruler has 
done vile things. But Syria is now part of the 
Arab-Israel peacemaking effort. At a guess, 
the State Department is keeping it on its list 
in order to make its removal a bonus to of 
fer if and when a Syrian-Israeli peace deal 
swims into near vision. 

Mr Tanter notes that President Clinton 
signed the Iran and Libya sanctions act in 
1996, less than a month after Twa Flight 
800 exploded in mid-air near New York. Al- 
though the explosion turned out to be an 
accident, there was a predisposition to 
blame Iran—making the signing that much 
easier. Libya, another country that is safe 
for Americans to hate, was thrown ig for 
good measure partly at the insistence of an- 
other lobby, the families of the victifns of 
the Pan Am flight which was blown up, pos- 
sibly by Libyans, over Scotland in 1988. 

Mr Tanter finds in Libya “a rogue ele- 
phant that is a fitting substitute for the So- 
viet bear”. Hostilities between Libya and 
America, he believes, could break out again 
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before the end of the century. That, of 
course, is almost upon us, but Mr Tanter’s 
book has a slightly out-of-date feel to it. 
Briefly a member of the National Secu- 
rity Council in the early 1980s, he muses 
. nostalgically on those happy days: policy 
= under President Reagan, he suggests, was a 
» Jot better than it is now. Yet he would deal 
relatively gently with the two left-over out- 
laws. from the cold war. He would ease 
sanctions against. North Korea, while tak- 
ing care to contain its military threat. Sanc- 
_ tions against Cuba, he says flatly, should 
‘end: “The cost of continued retribution 
© against Cuba may be higher than the do- 
mestic political gain.” 




















-A frightening future 

Bruce Hoffman, now at the University of St 
Andrews in Scotland, takes on the bolder 
task of analysing the evolution and future 
of genuine terrorism. His aim is to explain 
why terrorists do what they do. Providing 
the reader with the cream of the 20 years he 
has spent studying the subject, he produces 
an analysis that is gripping—and alarming. 

The alarming part is-his. conclusion. 
Until now, a'terrorist—whom he defines as 
“fundamentally a violent intellectual pre- 
pared to use force in attainment of his 
goals”—was not thought to be interested in, 
ot capable of carrying out, mass indiscrimi- 
nate killing with the use of chemical, bio- 
logical, radiological or nuclear weapons. It 
was argued that a terrorist, who sought to 
create and exploit fear in order to bring 
about political change, “wanted a lot of 
: people watching and a lot of people listen- 
_ ing and not a lot of people dead.” But, sug- 
gests Mr Hoffman, this comforting notion 
may now be dangerously anachronistic. 

' “Traditional” terrorists—the people the 
media made familiar during the 30 years or 
so before 1990—tended to belong to orga- 
nisations with a well-defined command 
and control apparatus. They engaged in 
highly selective and mostly discriminate 
< acts of violence and murder. They have 
now been joined, writes Mr Hoffman, by 
< Jess cohesive, mainly religious groups that 
espouse far more amorphous and all-en- 
compassing aims. Some of the newcomers 
embrace “mystical, almost transcendental, 
-and divinely inspired imperatives”. 

The stakes have been raised by several 
recent happenings: the bombing of New 
York's World Trade Centre by Islamic ex- 
‘tremists in 1993; the spreading of nerve gas 
in Tokyo’s subway system by the Japanese 
Aum Shinrikyo sect in 1995; and the bomb- 
_ ing, also in 1995, of a federal building in 
Oklahoma City in which militantly anti- 
government Christian white supremacists 
were involved. Although the number of in- 
ternational terrorist incidents: declined 
during the 1990s, the death toll asa result of 
these incidents rose alarmingly. 

The great fear, as Mr Hoffman stresses, 
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is that the new type of terrorist may be. 
much more likely than his predecessors to 
seek and to use weapons of mass destruc- 
tion. The warnings are many: one is a list of 
three reports, all in 1995, of American white 
supremacists plotting to obtain deadly tox- 
ins and contaminants. 

Modern international terrorism—as 
distinct from its religious variation—is said 
to have begun in 1968 when Palestinians 
hijacked an El Al flight. Airline hijacking 
turned out to be a brilliant tactic, forcing 
world opinion to take note of the Palestin- 
ian drama. The world did not have to ap- 
prove—the Palestinians were condemned 
worldwide, particularly after they mur- 
dered 11 Israelis at the 1972 Munich Olym- 
pics—but attention was focused on the Pal- 
estinian cause. Two years after Munich, 
Yasser Arafat was invited to address the 
United Nations. And despite the current 
troubles of Mr Arafat and his Palestinian 
Authority, the Palestinians are far closer to 
establishing a state than the Kurds, who are 
a larger minority but whose leaders, fight- 
ing for independence or autonomy, es- 
chewed international terrorism. 

With the fear ofa far bloodier and more 
destructive era to come, should one look 
back regretfully to the old-style terrorist? 
Hardly, though it is interesting to learn that 
Carlos the Jackal, after his capture by the 
French in 1994, told a newspaper “Above 
all, I am a family man.” A terrorist, as Mr 
Hoffman says, will never acknowledge that 
he is a terrorist. 





Auction houses 


Sharp dealers 


SorHEBY’s: BIDDING FOR Crass. By Robert 
Lacey. Little, Brown; 356 pages; £20 and 
$27.95 


CONOMISTS like auctions. They see 

them as an efficient way of establishing 
a fair price for a limited resource. Govern- 
ments have experimented with auctions 
for dividing up the radio-frequency spec- 
trum and for allocating licences to pollute. 
As auction sites take off on the Internet, 
some economists speculate that in future 
much of commerce will take place through 
rolling auctions in a worldwide online ba- 
zaar. Yet as practised by Sotheby's and 
Christie’s, the two big names of the busi- 
ness» auctions have generated prices of 
such startling extravagance that their con- 
necti®n to any notion of intrinsic value de- 
fies reason: $29,000 for a cubic inch of stale 
wedding cake; $772,500 for a set of golf 
clubs; $82.5m for a single painting. 

Peter Wilson, chairman of Sotheby's 
from 1958 to 1980 and the most influential 
shaper of the modern art auction business, 





understood the contradictions at the heart 
of his trade that could produce such irratio- 
nal results. In a moment of old-age melan- 
choly, having stepped down as chairman 
but still active—as he was until his death in 
1984—in pursuit of booty, he remarked to a 
companion that “it has been rubbish all 
the time”, since at the same time as he 
would be telling potential sellers that it was 
the perfect moment to secure a huge price, 
he would be assuring potential buyers that 
it was the ideal moment to invest. 

At other, more characteristic, times, he 
revelled in rather than deplored the wheel- 
ing and dealing that won him and his firm 
handsome takings from smoothing the 
transfer of an object between these two op- 
posed groups. Wilson naturally looms large 
in Robert Lacey's enjoyable history of 
Sotheby’s. Aristocratic, greedy, aesthetic, 
unscrupulous, tyrannical, he embodied so 
many of the contradictory impulses’ that 
motivate the auction world that Mr Lacey 
takes his cue from the many people he in- 
terviewed who depict Wilson as the per- 
sonification of Sotheby’s in its post-second- 
world-war ascendancy. 

This was the time during which 
Sotheby's consolidated the lead over its ri- 
val Christie’s that it had started to gain in 
the 1920s under the leadership of Monta- 
gue Barlow, a Conservative politician who 
introduced such novelties as typewriters, 
female staffand regular holidays to the auc- 
tioneer’s Dickensian offices. Barlow had 
also concocted the mix of academic exper- 
tise and fast footwork for which Wilson 
had such flair. Experts such as Tancred 
Borenius, “a flamboyant Finn of part-ital- 
ian descent”, would gauge potential sales 
with their well-trained “eye”, while “The 
Flying Squad” would scour the obituaries 
for news of a death that would set them 
speeding across the country to secure for 
their salerooms the.contents of one of the 
grand country houses. America was con- 
quered by the imperious charm of a series 
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of cartoon Englishmen in pinstripes who 
cultivated the network of Jewish dealers 
that had fled the Nazis for New York. 

According to the old guard who had 
thrived in the raffish atmosphere of 
Sotheby’s in the 1950s and 1960s, the fun 
stopped in the 1970s—“the years when the 
meetings started”. Rapid growth drove the 
firm to look for cash through a stockmarket 
flotation in 1973, and with that, coming as 
it did at the time of a down-turn in art sales 
thanks to the economic effects of the oil cri- 
sis, came tighter management for the ar- 
chaic fief of personal favour and amateur- 
ism. Businessmen coming in from outside 
the auction world, appalled at lax account: 

_ ing and board meetings at which little 
more than gossip was exchanged, cut off 
credit to dealers, sacked hangers-on, and 
began to pry into the slipshod treatment of 
the niceties of export licences and other pa- 
perwork. 

The cultural divide between “sharpies 
in suits” and experts lingers on, although 
now it is the money people who are on top. 

“In-an absurd defence against two Wall 
Street corporate raiders (who glower with 
splendid 1980s menace from one of the 
book’s illustrations), Sotheby’s, an institu- 
tion that had thrived on flogging the con- 
tents of English ancestral homes to Ameri- 
cans, was cast as a glorious part of ‘the 
national heritage. Yet the firm ended up 
owned by another American, a shopping- 
mall developer, and run by somebody who 
had risen through the accounts depart- 
ment. 

Under them, the auction house is more 
profitable than ever, and continues to in- 
novate in the application of marketing and 
retailing technique. But it is undeniably a 
less lively place than it was in Peter Wil- 
son’s swashbuckling days. 





The male mid-life crisis 


Poor lambs 


UNDERSTANDING MEN’s PASSAGES: DISCOVER- 
ING THE New Map or Men’s Lives. By Gail 
Sheehy. Random House; 294 pages; $24 


We Gail Sheehy wrote her previous 
book on difficult periods in life, she 
called it “Passages”. Good idea; it sounded 
better than “crises”, though that was what 
she meant. But never take a good idea too 
` far. To the average-minded reader, “Under- 
standing Men’s Passages” sounds like a 
book that should be sold with a free dispos- 
-able glove; and it is certainly not recom- 


mended reading on a London bus. 


< o o Title apart, is it worth reading? Yes and 
no. Ms Sheehy is a jolly, motherly presence 
_ who cares about men, and is worried that 
"most of those she meets in her special focus 
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groups seem to fall apart at 40. She wants to 
help them through the male menopause (a 
concept she seems to think she invented), 
by holding their hands and dosing them 
with little aphorisms they can cut out and 
stick on the fridge. (Examples: “Create a 
new network of connectivity” or “Mature 
masculinity equals self-confidence”) She 
does a nice line in car metaphors, just to 
ingratiate herself with the chaps, and has 
some highly encouraging labels, such as 
“The Age of Mastery” for the duller 
stretches of middle age. Nor does she take 
herself entirely seriously, which is a relief. 

The men she talks to, however, are a pa- 
thetic bunch, whose confidence is shot to 
pieces. They worry about being downsized; 
they are traumatised by the deaths of their 
fathers and their children leaving home; 
they are besieged by intimations of mortal- 
ity, as the gut spreads and the hair thins; 
and, most of all, they worry about “that 
thang [sic] down there”, and not being able 
to Do It as fast and furiously and often as 
they used to. Ms Sheehy, as if struggling to 
contain a thrashing whale, tries as far as she 
can to talk about golf and male bonding 
and inner peace, but in the last section she 
gives in completely with a romp through 
Viagra, testosterone patches, penile injec- 
tions and vacuum pumps, as if all that has 
gone before is merely foreplay. 

The not-so-subliminal message 8f the 
book is clear; post-menopausal men would 
be happier and healthier if they were a lot 
more like post-menopausal women. They 
should talk to each other, open up, be flexi- 
ble, do good works; they should forget ail 
that stuff about status and power (and stop 





worrying about “that thang”). Above all, 
they should learn to listen to their bodies, 
to their buddies and to their wives: espe- 
cially to their wives, the repositories in this 
book of all that is prescient and long-suffer- 
ing and wise. Resurgent Angry Macho Man 
(RAMM) should give way to Sensitive New 
Age Guy (SNAG), or, better still, to Protean. 
Man, who is a nurturer overflowing with 
selfless generosity. Interestingly enough, all 
these sorts of man can be observed simulta- 
neously most days in Newt Gingrich, the 
House speaker. i ; 
American men may lap up this kindi 
soft-focus stuff. Yet for this reviewer, British. 
and female, the picture of lachrymose mid- 
dle-aged manhood drawn by Ms Sheehy 
beggars belief. Isn’t it these same men who 
run the world, most of the time, controlling | 
everything from its wars to its governments 
to its corporations to its software? And in 
case that seems to leave brawny manual 
labourers still sunk in tears, isn’t it these 
same men who drive the trains, fight the 
fires and hold society in thrall to their ski 
at mending motors and fixing the plumb- 
ing? Of course it is. It is a good ruse of Ms _ 
Sheehy’s to present them as a bunch of sad 
sacks left reeling by the rise of women. But, - 
alas, it is also quite untrue. a 
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The rise of Christianity 


Good tidings 


THE BARBARIAN CONVERSION: FROM PAGAN 
ISM TO CHRISTIANITY. By Richard Fletcher 
Henry Holt; 562 pages; $35. HarperCollins; 
£25 paa n 
ICHARD FLETCHER'S history is long, 
some will think overlong. His rich 
style and generous outlay of examples, with 
a huge cast-list, may leave the reader breath: 
less. The exertion is worthwhile. Here is his- 
tory recorded with verve in a way many 
will appreciate: essentially as a story, but 
One interspersed with analysis, comment 
and a first-class eye for the telling detail. = 
He shows how, in the early years of its 
existence, Christianity was closely associ- 
ated with romanitas and the geographical 
limits of the Roman empire. Its debt to its 
Roman origins was further seen in the ur- 
ban conditions in which the faith took 
root; it took time to establish itself in the 
rural world, where its advance would prove _ 
slow. It was not until Augustine of Hippo, 
early in the fifth century Ab, that its adher- 
ents came to understand that they had a. 
mission to develop the church outside the 
empire and to bring Christ’s message “to 
all nations”. a 
In the seven centuries that followed, 
only the Europe of the farthest north failed 
to accept Christian doctrines. “Every 
method of christianising populations was . 
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tried. If royalty and aristocracy would ac- 
>. cept the new beliefs, and thus give a lead, so 
` “much the better. Equally, dramatic events, 
miracles, victories in battle, even changes 
in the weather were used to “prove” to the 
unbeliever the existence of the true God. 
More slowly and less dramatically, but per- 
“haps more effectively, the new teachings 
“travelled as trade expanded and princes 
sought wives in other, often Christian 
lands. By the eighth and ninth centuries, 
“the growing church was a strong force for 
unity within the Carolingian dominion, 
“but at the cost of being seen as a kind of 
“state-sponsored — mission”—something 
which troubled Alcuin, a great Englishman 
and servant of Charlemagne. 

What might be demanded of converts 
to the new faith? Anything less than com- 
< plete renunciation of their customary reli- 
gious practices? As Mr Fletcher explains, 
opinions differed, but there were always 
~ those who argued that to ask too much was 
to put the process of conversion at risk. 

l How genuinely Christian, then, were 
= many of those whose graves have been re- 
< vealed by archaeologists to contain more 
-signs of pagan burial customs (such as 
grave goods) than of Christian ones? What 
did the “average” convert to Christianity 
understand about its beliefs? And if he 
-knew little about them, did it really matter? 
Did his ignorance make him any less a 
Christian? Those seeking to explore such 
profound questions could not ask for a bet- 
er guide than Mr Fletcher. 







































Peace-making in Bosnia 


Junkyard dogs 


To Enp A Wak. By Richard Holbrooke. Ran- 
dom House; 432 pages; $27.95 


A Brees title is too flaccid. Richard 
Holbrooke is the Quentin Tarantino of 
diplomacy, especially when he has Toma- 
hawk missiles at his disposal. His account 
of how he spearheaded the American 
thrust to end the war in Bosnia ought to 
have been called “Junkyard Dogs”, the 
name coined bya friend for the people they 
were negotiating with: the Balkan leaders. 

Mr Holbrooke was drafted to end the 
Bosnian war in his capacity as America’s as- 
sistant secretary of state for European af 
fairs. By then not only had millions been 
driven from their homes, and perhaps 
200,000 killed, but the North Atlantic alli- 
ance was cracking under the strain. Matters 
had come to a head early in 1995 when it 
looked increasingly likely that 20,000 
American troops were going to be needed 
to evacuate beleaguered British, French 
and other un forces. Although this contin- 
gency plan had been agreed within NATO 
in the sci-fi sounding OpPlan 40-104, no- 
body in Washington appeared to know 
much about ita telling detail in Mr 
Holbrooke’s critique of the workings of the 
American foreign-policy establishment. 

When those who should have known 
what was going on found out, they were not 
pleased. President Clinton discovered after 
a romantic dance with his wife, Hillary. “I 
hate to ruin a wonderful evening Mr Presi- 
dent,” said the bearer of bad news. At this 
point the American dilemma became clear. 
If it came to an evacuation, the United 
States could renege on its commitment to 
help. This, however, in Mr Holbrooke’s 
view, would have meant “the end of NATO 
as an effective military alliance”. Rather 
than dispatch troops to a war-zone, and 
have little but casualties to show for it after- 
wards, the Clinton administration decided 
instead to try to make peace in Bosnia and 
then to send in troops to enforce it. It was a 
gamble, but it worked. 

This was how Mr Holbrooke began his 
odyssey. It was to end at an American 
airbase in Dayton, Ohio, where the Bos- 
nian peace deal was concluded in Novem- 
ber 1995. Mr Holbrooke must have had to 
leave much still sensitive detail out of this 
accoynt. So it is quite amazing how candid 
he is able to be in recalling some events. 

$8on after NATO started bombing the 
Bosnian Serbs in August 1995, its top-brass 
wanted to wind down the operation. Mr 
Holbrooke disagreed. He felt that the Bos- 
nian Serbs needed a little more stick to en- 
courage them to take the United States seri- 
ously and told NATO's forces: “History 





~ could hang in the balance tonight. Give us 


bombs for peace.” In the wake of this dra- 
matic bombardment, Croatian and Bos- 
nian Muslim’. forces” surged. forward 
through western Bosnia. There were re- 
newed calls for a ceasefire but Mr 
Holbrooke again regarded them as prema- 
ture. Yanking the Croatian defence minis- 
ter aside, he barked: “We can’t say so pub- 
licly, but please take Sanski Most, Prijedor 
and Bosanski Novi. And do it quickly, be- 
fore the Serbs regroup? 

Mr Holbrooke then found time to nip 
off (during his lunchbreak?) to broker a deal 
between the Greeks and Macedonians. In 
Athens he was greeted by Dimitra Papan- 
dreou, the prime minister's wife. She wore 
“an almost transparent silk pyjama suit 
that barely concealed important parts of 
her impressive. anatomy.” Phew! Even 
James Bond never had so much fun. 

And so to Dayton. Mr Holbrooke, who 
denies being a bully, clearly has a sneaking 
respect for Slobodan Milosevic, the Serbian 
leader once dubbed “the Butcher of the Bal- 
kans”. He barely bothers to disguise his con- 
tempt for Alija Izetbegovic, the Muslim 
leader, who turned up at a key moment in 
his pyjamas, “looking sleepy and an- 
noyed”. Mr Holbrooke was also vexed by 
the way Muslim negotiators kept under- 
mining one another when they ought to 
have concentrated on ending the war. 

His account of Dayton, where he and 
the junkyard dogs negotiated for 20 days, is 
peppered with amusing anecdotes and 
shrewd insights. This is, nonetheless, a spe- 
cialist read, not a romp through the Bal- 
kans. Its detailed analysis of Dayton and its 
prelude make “To End a War” a significant 
historical document. Mercifully, for a book 
covering such complex issues, it is sub-di- 
vided into easily digestible chunks. 

Towards its end, Mr Holbrooke reflects 
more broadly on American foreign-policy 
aims. and: tactics. “There will’, he writes, 
“be other Bosnias in our lives and Ameri- 
can leadership will be required. The 
world’s richest. nation, one that presumes 
to great moral authority, cannot simply 
make worthy appeals to conscience and 
call on others to carry the burden.” He con- 
tends that the supposed choice in interna- 
tional relations between “realists” and 
“liberals” is a false one. In the long run, 
America’s strategic interests are reinforced 
by its commitment to human rights. 

Mr Holbrooke makes no pretence that 
the Dayton. deal for Bosnia is ideal. But it 
did stop the war and, fragile though it is, 
has already exposed the cynics as naive. OF 
ficially, Mr Holbrooke is now a banker. But 
his- recent appearances in Cyprus and 
Kosovo as an American “special envoy” 
have led some to suspect that he finds Wall 
Street a bit dull Is Richard (Tarantino) 
Holbrooke back on his old beat? 
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|- LIBERTY BEFORE LIBERALISM. By Quentin 

| Skinner. Cambridge University Press; 152 

| pages; $34.95 and £19.95 

| HIS expanded version of Quentin 

! Skinner's inaugural lecture as Regius 

| Professor of History at Cambridge Uni- 

| versity tells the story of the idea of liberty 

1 before the rise of the modern belief, most 

| eloquently expressed by Isaiah Berlin, 

| that liberty essentially means that “I am 

| not prevented by other persons from do- 
ing what I want.” 

| The older theory of liberty, which Mr 

| Skinner dubs “the neo-Roman theory” on 

| the grounds that it was based on classical 

» | texts and Roman law, took as its theme 

T the relationship between the freedom of 

|- subjects and the powers of the state. Neo- 

| Romanists, who gained prominence in 

| the course of the English revolution ofthe 

| mid-17th century, saw the state as an arti- 
ficial person, which derives its authority 

| from the will of the people rather than the 

| person of the monarch. 

Mr Skinner is engaged in an interven- 
tion in contemporary political debate, 
not just an exercise in antiquarianism. 
| “The state has a duty not merely to liber- 
| ate its citizens from ... personal exploita- 

tion”, he argues, “but to prevent its own 
agents... from behaving arbitrarily in 
the course of imposing the rules that gov- 
ern our common life.” 
THE ATHENIAN REVOLUTION. By Josiah 
Ober. Princeton University Press; 224 
pages; $29.95. John Wiley; £23.95 
ie THIS collection of seminal essays 
written over the past decade and now 
conveniently gathered together, Josiah 
Ober, a professor of ancient history at 
Princeton University, traces the origins of 
the idea of “people power” to a revolu- 
tionary uprising by the ordinary citizens 
of Athens in 508-507 Bc. 

The extraordinary thing about Athe- 
nian democracy, Mr Ober argues, is that it 
was the “real thing”. Power was exercised 

by ordinary male Athenians, acting 
| through the Assembly, which routinely at- 
tracted 6,000-8,000 participants, and by 
the people’s courts, which met on most 
| days of the year. The majority of govern- 
: ment officials were chosen by lot; a few— 
<4 including the generals—were elected to 
-i tenewable annual terms of office. 
~ |. Mr Ober examines the consequences 
| of direct democracy for both upper- and 








distories of ideas 





| Several current history books indicate how yesterday’s radical notions 


lower-class citizens, for dissident Athe- 
nian intellectuals, and for those who were 
denied citizenship under the new regime: 
women, slaves and resident foreigners. 
He traces the impact of the democratic 
revolution not just on political life, but on 
international relations and military af- 
fairs, too. And he reminds his readers that 
Greek thinking on democracy was at once 
strikingly modern and wholly alien. 

The democratic revolution generated 
a new conception ofjustice that has paral- 
lels to contemporary theories of rights. 
But the Athenians cheerfully excluded 





whole categories of people from the 
“demos”. Ancient Athens may be the 
fountainhead of modern democratic 
thinking, but Mr Ober shows it is a much 
stranger fountainhead than most of its 
modern admirers imagine. 

AMERICA IN BLACK AND WHITE. ONE Na- 
TION, INDIVisIBLE. By Stephan and Abigail 
Thernstrom. Simon & Schuster; 704 pages; 
$32.50 


N 1944 Gunnar Myrdal argued that the 

problem of race is the defining “Amer- 
ican dilemma”. In this courageous book, a 
husband and wife, Stephan Thernstrom 
of Harvard University and Abigail 
Thernstrom of the Manhattan Institute, 
return to the American dilemma more 
than half a century later and find® the 
landscape utterly transformed. 

The Thernstroms set the scene with a 
horrific portrait of apartheid in America 
before the second world war. But they ar- 
gue that racial segregation, with its sepa- 
rate drinking fountains and restricted 









franchises, began to crumble long before 
the civil-rights revolution of the: 1960: 
and the affirmative-action policies of the | 
1980s. Indeed, they claim that the pace of 
integration was faster in the period from 
1945 to 1970 than it has been since, and 
was brought about by economi 
mographic shifts, and a 
less revolution in whites 
Their message is a fu 
ertarian one: opportu 
and -barriers removed by free 
rather than bureauc 
introduce a noteo 
cies of “positive discri 
to reverse decades of pre 
cies, they contend, 
blacks can succeed only if th 
preferential treatment; 
stored racial classifi 
of American. gove : 
years after Gunnar Myrdal’ 
the first things that bleary- 
ents have to do. is fill out 
classifying their offspring by race. 






























Russia: PEOPLE AND EMPIRE. By Geoffrey 


Hosking. Harvard University Press 
pages; $29.95. HarperCollins; £9 ee 


the Soviet Empire has le: 
try’s citizens with a perplexing question: 
what does it mean to be a Russian? Mr 
Hosking, a professor of Russian history at 
the University of London, argues that they 
will have huge problems in coming up 
with an answer because their sense of na- 
tional identity has always been bound up 
with their imperial pretensions. 

Russia was born in the 16th century 
with the creation of one of the most exten- 
sive and diverse empires in history. But 
the sheer effort of subduing, defending —__ 
and administering such a huge mixtureof 
territories and peoples exhausted. the 
country’s productive powers and enfee-.., 
bled its civic institutions. The demands of | | 
empire distracted attention from policies 
that could have narrowed the growing di- 
visions between the social classes. And 
both the church and the state repeatedly — 
failed to summon up an image of | 
“Russianness” that could have united the - 
elites and masses together in a common 
sense of nationhood. 

The idea of “rebranding” nations has 
become fashionable of late. Mr Hosking’s 
shows that the country that is in most 
need of such an exercise has, thanks to its 
stunted history, the least chance of con- 
cocting a successful formula. 
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Russia and Chechnya 


Fault lines 


CHECHNYA: CALAMITY IN THE Caucasus. By 
- Carlotta Gall and Thomas de Waal. New York 
“University Press; 416 pages; $26.95. Pan; £6.99 
CHECHNYA: TOMBSTONE OF RUSSIAN POWER. 
. By Anatol Lieven. Yale University Press; 436 
` pages; $35 and £25 


N NEW YEAR'S EVE, 1994, the Russian 
army turned a modern city, Grozny, 
into a charnel house. This obliteration of 
` the capital of Chechnya wasa crime against 
humanity. These two books attempt to ex- 
¿plain why it happened and to apportion 
the blame. Carlotta Gall and Thomas de 
Waal (who has written for The Economist) 
provide a straightforward account; Anatol 
Lieven a meditation on what happened, 
drawing subtle conclusions about contem- 
porary Russia and ethnic conflict, but miss- 
` ing some of the drama. 

Both make it clear that some sort of con- 
flict was almost inevitable. The distinctive- 
ness of the Chechens is the most notable 
fact about them. In “The Gulag Archipel- 
ago”, Alexander Solzhenitsyn says: “There 
was one nation that would not give 
in...These were the Chechens.” They 
adopted Sufi Islam in the 18th century, and 
remain a clan society, with a system of 
“blood revenge instead of codified law. 
The attitude of most Russians towards 
them is summed up in the inscription on 
the statue in Grozny of a tsarist general: 
“This is the vilest people on earth.” On Feb- 
ruary 23rd 1944, Stalin deported every 
Chechen man, woman and child in ty- 
phoid-ridden wagons to central Asia. A 
quarter of the population died. And, as 
their military commander said in 1994: 
“We have always acted on the assumption 
that Russia is acting out a wish to expel the 
Chechen people from its territory.” 

If conflict was inevitable, the difficulty 
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good part the responsibility of the first pres- 
ident of independent Chechnya, Jokar 
Dudaev, one of the highest-ranking 
Chechens in the Soviet Union. Ms Gall and 
Mr De Waal claim that he was invited to 
head the Chechen independence move- 
ment as a “wedding general” (a dignatory 
who lends an air of grandeur to a feast), but 
then rapidly radicalised the nation’s poli- 
tics. He seized power by force. He ordered a 
mobilisation of the male population, arm- 
ing them with weapons stolen from a So- 
viet garrison. He closed parliament and 
gunned down an opposition rally. His re- 
gime wrote fraudulent cheques on the ac- 
count of the Central Bank of Russia. And he 
proved impossible to negotiate with, rais- 
ing hopes of peace talks one minute and 
dashing them the next. 

But if Dudaev, who died in the war, 
shoulders some of the responsibility for the 
failure to avoid confrontation, Russia is to 
blame for the final resort to violence, and 
the subsequent carnage. In mid-1994 the 
auguries for a settlement looked good. 
Dudaev’s regime was collapsing. The Krem- 
lin then included people who knew some- 
thing about Chechnya. And the wider bat- 
tle in Russia between Boris Yeltsin and the 
Russian parliamentary chairman, Ruslan 
Khasbulatov, had come to an end-a battle 
that had bedevilled Chechnya because Mr 
Khasbulatov was himself a Chechen and 
had used his connections there to embar- 
rass Mr Yeltsin. 

Hopes of a settlement vanished in the 
autumn of 1994. When Mr Yeltsin’s popu- 
larity with the public was at its lowest, 
hardliners. grabbed their chance. Arguing 
that a solution to the Chechen problem 
would prove popular with the Russian elec- 
torate, they tried to overthrow Dudaev by 
proxy. When that effort failed, the president 
gave the order to invade. 

As Mr Lieven cruelly exposes, not only 
had the Russian army learned nothing 
from earlier defeats in the Caucasus. It had 
even forgotten the lesson of its own victory 
in the battle of Stalingrad in 1943: that cit- 
ies can be taken only with relentless deter- 
mination and with infantry attacks. The 
Russians offered neither. He goes on to ar- 
gue, in a sweep that extends to Russia’s pri- 
vatisation programmes and left-over Rus- 
sian communities in every last corner of 
the ex-Soviet empire, that the failure in 
Chechnya was symptomatic of a wider de- 
cline in Russia. 

Both books pay tribute to the Chechen 
people. They alone emerge from the calam- 
ity wath honour. Commanded by gangsters 
in Grozny and assaulted by criminals in 
Moscow, they managed to create a nation 
for themselves against overwhelming odds. 
Whether they can make it thrive is another 
story, not discussed here. 
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The Cyprus: Imbroglio by. Professor | 
Clement H. Dodd. Every year the Cyprus 
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defied solution. Every day the injustices of 
history. are more deeply etched into the 
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been no progress. Possible ways forward are- | 
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China's revolutions 


Great mistakes 


- THE ORIGINS OF THE CULTURAL REVOLUTION: 
VOLUME 3. By Roderick MacFarquhar. Oxford 
University ‘Press; 750 pages; £70. Columbia 
_ University Press; $47.50. 
ENG. By Benjamin Yang. M.E. Sharpe; 542 
pages; $59.95. Distributed in Britain by Eps; 
© 87:50. 
“BiG Dragon. By Daniel Burstein and Arne de 
“Keijzer. Simon & Schuster; 420 pages; $25 and 
£17.99 


O MATTER what China does, it is 
called great. The great leap forward 
andthe great proletarian cultural revolu- 


tion have been followed by the great eco- 


+. nomic reform. One of these three books 
“merits the same adjective: the final volume 
of Roderick MacFarquhar’s study of Chi- 
-na’s upheavals. This great intellectual ef- 
<:i fort, under the auspices of the Royal Insti- 
tute of International Affairs, has taken 
ore than. 25 years to complete, and has 
produced the most sparkling gem of mod- 
em Sinology. 

Perhaps it is the depth of the despair 
and evil in China during the 1960s and 
1970s—-more than 30m died in the great 
leap forward—that inspired Mr MacFar- 
quhar to rise to the challenge. In demolish- 
ing the hubris of Mao Zedong and his cro- 
nies, he describes a China that has paid a 
terrible price in its search for revolutionary 
answers to the problem of modernising its 
one-fifth of mankind. 

Mao wanted to turn China into a super- 
power. overnight and effect the spiritual 
metamorphosis of a once-magnificent but 
by then failed civilisation. He managed to 
do the opposite. At the end of this three-vol- 
ume study the reader can only conclude 
that the communist victory of 1949 was a 
tragedy for China. 

Mr MacFarquhar’s careful but devastat- 
ing prose and his insights make the other 
books seem shallow by comparison. Benja- 
min Yang left China in 1981, did his php at 
Harvard, and has returned to teach at the 
People’s University in Beijing. If China had 
truly abandoned its legacy of revolutionary 
communism, he might have written a per- 
ceptive and honest biography of Deng 
Xiaoping. He has not. 

His biography reveals nothing reliably 

. new-about Deng. His accounts of political 
intrigue are virtually devoid of any sense of 
a struggle over ideas. This, unfortunately, is 

_.. Mot surprising. The anxiety of China’s po- 

-> litical elite to present Deng as devoid of ide- 
<; ology is explained by a contradiction: their 
-desire to hang on to the virtues of the red 
revolution cannot be squared with capital- 
ism and political pluralism. 
~ Daniel Burstein and Arne de Keijzer 
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seem unconcerned about such fundament- 
al questions about China’s past and future. 
For them, China is best understood in the 
glibbest dialect of management-speak. 
China could, for instance, be “like Japan 
on steroids”, whatever that means. The au- 
thors have some success in demolishing the 
notion that China is a threat to the West, 
but they are confused about its economic 
and political prospects. They see reform of 
state-owned industries or of financial ser- 
vices as technical issues, when in reality the 
difficulty, and significance, of reform lies 
in the fact that these sectors are products of 
a rotten social and political order. Most re- 
markably for a book completed when 
Asia’s economic crisis was well under way, 
the authors are still believers in the inev- 
itable coming of a Pacific century led by 
China. But it is worth remembering that an 
earlier book by Mr Burstein explained how 
Japan was bound to best the West. 





Beating the stockmarket averages 


A rare breed 


Money Makers: THE STOCKMARKET SECRETS 
OF BRITAIN’S TOP PROFESSIONAL INVESTORS. By 
Jonathan Davis. Orion Business Books; 288 
pages; £20 


NE of the few certainties in the invest- 
ment world is that when annual per- 
formance figures for professional fund 
managers are published, the great majority 
(75% or more) will have underperformed 
the returns produced by the market itself. 
The proponents of efficient markets claim 
that fund managers are doomed to poor re- 
sults because in the stockmarket shares are 
priced “efficiently”, in the sense that there 
are no bargains. They argue that all in- 
formation relevant to a share price is al- 
ready contained in the price. Investment 
analysis is therefore a waste of time. If this 
were the case, the private investor should 
buy an index-tracking fund and avoid fund 
managers altogether, 

However, there is an alternative ex- 
planation as to why fund managers 
tend to underperform. Investment 
institutions cannot beat the market 
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because they manage such large sums and 
own so many shares that they are the mar. 
ket. For the average fund manager, glancing 
over his shoulder at the performance of his 
rivals and shackled with transaction costs: 
which put him at a disadvantage to the in- 
dex, investment is now a “losers game”, 
where he who makes the fewest. mistakes 
takes home the prize. 

Through.a series of Portraits of success- 
ful British investor n 
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is better for reputation to fai 
ally than to succeed unconve 
The average ne 


ionable and uncontentious. 
mance may be average, but his j 
The successful investor, on the other h 
needs to have the courage of his con 
tions and performs better when given oper- 
ational independence. 

There are only two ways to beat the mar- © 
ket average. The investor must either show 
superior market timing, buying shares be- 
fore they rise and selling before they fall, or: 
he must select individual shares whose 
appreciation outperforms the market aver- 
age. Market timing is notoriously difficult 
and often leaves investors underweight 
when shares are rising or overweight when 
they are falling. It is best avoided by profes- 
sional and amateur alike. 
The successful professionals inter- 

viewed in “Money Makers” reject the 
conclusion of the efficient-market 
theorists. They follow the second strat- 
egy and seek shares which they believe 
are undervalued by the market. They 
describe themselves variously as: 
fanatical, flexible, curious, prudent, 
disciplined, open-minded, patient- 
and hard-working, and their in~: 
vestment techniques differ 
as widely. 

Some devise their own 
abstruse measures of valu- 
ation to supplement such 


































their meetings with the senior manage- 
-ment of companies. A few apply what is 
- known as “technical analysis” and exam- 
«ine the price charts of shares before they 
buy or sell. Most are long-term in their ap- 
proach. Having made their investment de- 
cisions, they are prepared to hold on to 
their shares until the market vindicates 
their judgment. The advantage of the long- 
term investor is that he avoids the transac- 
“tion charges which make fund manage- 
<: ment a “losers game”. 
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The stakeholders 


Skid row 


_ CLosinc: THE LIFE AND DEATH OF AN AMERI- 
CaN Facrory. By Bill Bamberger and Cathy 
Davidson. .DoubleTake/W.W. Norton; 224 
ages; $27.50 and £19.95 















































ERE is a stupendous book, a complete 
answer to any who believe that all 
that counts in a company is its bottom line, 
and that the only people with a stake in it 
are its shareholders. White’s was a family 
- firm, the century-old heart of a small North 
». Carolina town called Mebane. It made fine 
production furniture. Pay in its factory 
was modest—that of its managers in- 
cluded; labour relations were paternalistic 
and good; the spirit was great. In 1985, 
White’s was sold by its divided family 
shareholders. Wages rose, new machines 
were installed. Output grew; quality fell. In 
1993, after several rough years for the entire 
furniture industry, White's was closed. 

The decision was reasonable: arguably, 
with another plant on short time, the whole 
of the new parent company was at risk. The 
decision also cut off 200 people from the 
craft, the products, the community called 
White's of which they had been proud, and 
which for many had been their lives: the 
White family had never learned to hire 
workers when business was good and fire 
them when it wasn't. 

This is the story of the closure and of 
some of those workers. It began with—and 
is partly told through numbers of—Bill 
Bamberger’s photographs, taken in the 
-months around the closure. Not often are 
» people and their work so well expressed. 
Still less often are they so well reported: 
A’sadness come over everybody's face like ‘What 
` are we going to do now? 

I put the machinery on skids and helped skid it 

out the back door. It was like a part of you dying. 

Isn't it amazing what you can do with a tree? 


More than 30 two-hour interviews with ex- 
employees of Whites went into this ac- 
count, taped by history students and others. 
A great deal more was gathered and re- 
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ported by Cathy Davidson—neither a histo- 
rian nor, perhaps mercifully, a sociologist, 
but a professor of English. She and her edi- 
tors have done a superb job. 

There is nothing unique in the story, in 
these days of rationalisation, downsizing 
and outplacement; an era, as Ms Davidson 
puts it, of “disposable work and disposable 
workers”. Nor is Mebane dead, it is flourish- 
ing. Some people will wonder why the story 
is worth telling. They should read it. 





The science in sci-fi 


Enterprising 


To Seek Out New Life: THE BIOLOGY OF STAR 
Trex. By Athena Andreadis. Crown; 240 
pages; $21 


S CONSTANCE PENLEY argued in her 
excellent “NASA/Trek”, Star Trek is an 
undeniably important cultural phenome- 
non. After Sputnik, space exploration be- 
came the dominant metaphor for the 
growth of scientific knowledge and its at- 
tendant technological wonders and excite- 
ments (remember how dull everybody 
thought computers were before it turned 
out that they were ways of travelling 
through “cyberspace”?). And Star Trek is the 
most widespread embodiment of the 
myths of the space age. 

Understand Star Trek—understand the 
whole phenomenon, not just the four tele- 
vision shows, nine films, various cartoons 
and ‘countless books but also the fan con- 
ventgons, the jokes, the exhibits at Ameri- 
can’s Air and Space Museum, the ways that 
neurosurgeons discuss it with frightened 
children they will operate on and the vari- 
ous underground pornographies it in- 
spires—and you will undoubtedly deepen 
your insight into the ways in which science, 


technology and culture interact. 

You will not, however, learn much 
about biology. This is the unfortunate and 
fundamental flaw in Athena Andreadis's 
investigation into the biology behind Star 
Trek. In principle, her idea sounds like a 
good one, especially to those who have read 
Lawrence Krauss’s entertaining and de- 
servedly popular “The Physics of Star Trek”. 
But Mr Krauss the astrophysicist had three 
advantages that Ms Andreadis the neurolo- 
gist lacks: he was first into print with the 
idea of retrofitting the Enterprise as a teach- 
ing laboratory; he was already an accom- 
plished author of popular science books; 
and physics can be wrong in much more 
interesting ways than biology can. Given 
that almost all the science in Star Trek is 
complete rubbish, that last factor matters a 
lot. 
Mr Krauss’s explanation of why. the 
transporter beam (which was invented sim- 
ply to relieve the special effects department 
of the need to show spaceships landing and 
taking off all the time) cannot work is able 
to cover a wonderful range of first princi- 
ples in optics, nuclear physics, information 
theory and quantum mechanics. Thought 
experiments such as, “Can I move some- 
thing from A to B without passing through 
the intervening space?” are tried and tested 
tools in the explanation of such ideas; fa- 
miliarity with the trappings of Star Trek 
serves nicely to bring such things to life. 

The question of why humans cannot in- 
terbreed with Vulcans (sorry, Mr Spock) is 
not usefully explored in the same way. The 
two species are not related; their blood.is 
not even the same colour. So they cannot 
interbreed. This aspect of biology is known 
and understood by almost everybody al- 
ready, and those who do not yet grasp it 
will not be helped by galaxy-spanning 
thought experiments as instructional aids. 
A farmyard would suffice. 

For the most part the joy of biological 
insight lies more in specific detail than the 
joy of physics, which is to be found in the 
all encompassing principle. This, too, is a 
blow against the book, because anything 
that might loosely be called biological in 
Star Trek is tosh at too many levels to enu- 
merate, let alone to sustain interest in. 

A sly and elegant author might have got 
away with taking a few puzzles—why are 
Vulcans, like humans (or perhaps Terrans), 
sometimes black and sometimes white, 
while all Ferengi are a sort of reddish col- 
our, for example—and using them as the 
starting points for discursive essays that 
range far from the confines of Starfleet. But 
instead Ms Andreadis endlessly returns to 
the confines of the series, seeking to exam- 
ine almost everything in it, and is remorse- 
less, if tolerant, in finding it wrong. Some- 
body needs to tell her that Star Trek is a 
laboratory of the spirit, not of science. 

a 
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English social divisions 


Chaps and lads 


CLASSES AND CULTURES: ENGLAND 1918-1951. 
By Ross McKibbin. Oxford University Press; 
572 pages; £25 and $45 


pe English preoccupation with class 
«di has produced any number of books, 

Sood, bad and indifferent, and—for all 
John: Majors promise to make Britain a 


- classless society—the flow shows no sign of 


diminishing. It might be thought there was 
little left to say. Ross McKibbin’s massive 
new work shows how far that is from the 
truth. Easily overtaking competitors, 
“Classes and Cultures” is sure to establish 
itself as the commanding study of its sub- 
ject over the years of its concern. Mr 
McKibbin, an Australian, has written a his- 
tory of enormous erudition, scruple and 
imagination, which nobody interested in 
2oth-century Britain can afford to ignore. 
The focus of “Classes and Culture” is 
~ “the fundamental mentalities and struc- 
~ tures of English society from the end of the 
first world war until the mid-1950s”. Mr 
` McKibbin explores these through four 
‘wonderfully documented chapters on the 
middle and working classes, followed by 
fascinating studies of education, religion, 
Sex, sport, music, cinema, radio and popu- 
lar literature. 

Two features stand out from his treat- 
ment. One is a remarkable intellectual fair- 
ness and patience, even with the least obvi- 
ously congenial elements of the culture of 
the time: middle-brow novels mercifully 
forgotten today, or the dreadful ballroom 
exercise laid down by Victor Sylvester. The 
other is a critical sense where it matters, 
when a familiar cliché is at stake. Mr 
McKibbin’s broad sympathies are with the 
working, not the middle, class of the pe- 
riod. But he does not hesitate to puncture 
one myth, when he concludes that, in com- 
parison with the middle class, “working- 
class sociability actually tended to be thin, 








driven by a search for privacy which in turn 
led to social withdrawal.” 

Amidst a wealth of consistently illumi- 
nating observation, the internal strains 
and contrasts in the class culture of this 
third of the century are drawn out with par- 
ticular subtlety. English education, Mr 
McKibbin finds, was a virtually unrelieved 
failure in this period, with a ruinously me- 
diocre and divisive record. British sports, 
on the other hand, conquered the world in 
a way that can only be compared to the 
later global success of American popular 
music and movies (already a pervasive in- 
fluence in pre-war Britain, as he shows). 

Religion had comparatively few active 
followers, in what was apparently one of 
the most de-christianised—but also one of 
the most sexually repressive—societies in 
Europe. British films were quite unable to 
stem the market pressures of Hollywood, 
but British radio, under the firm hand of 
Lord Reith, was a triumph of state mono- 
poly, paving the way for a television service 
which later became “the equivalent of a na- 
tional cinema’. 
= | 





Cities on the hills 


Cool Asia 


THE GREAT HILL STATIONS oF Asia. By Barbara 
Crossette. Westview Press; 292 pages; $28 and 
£19.95 


N KASHMIR’S wonderful Shalimar Gar- 

dens, in an April hail-shower, your 
woolly-sweatered reviewer overheard a cot- 
ton-saried fellow-tourist. “Like air-condi- 
tioned everywhere, no?” said the shivering 
but delighted lady to her friend. As north- 
ern peoples enjoy toasting for an annual 
week or so on painfully hot sand, so the citi- 
zens of the seriously hot cities enjoy, for a 
few days, the thrill of the chill. Asian rulers 
were escaping the sweaty plains long be- 
fore Europeans learned to be imperialists, 
which is why Muslim conquerors built 
their enchanting water-gardens from the 
Himalayas to the Spanish Sierra Nevada, 
and why Sri Lanka’s kings enshrined the 
Buddha’s tooth beside their palace in the 
relative cool of Kandy’s summit. 

Barbara Crossette sets out to show what 
has happened to the highland refuges of 
the white men’s Asian empires. The Portu- 
guese built none; but she reckons that Brit- 
ain’s Indian raj had 96 hill stations in its 
kitschbag, with Honeysuckle Cottages 4nd 
Balmoral Hotels and cosy firesides oe vel 
rible food. A few ageing Indians and Paki- 
stanis with names like Bunty and Pip still 
enjoy surreptitious chota pegs among the 


_ alien roses. But the legacy has been adapted 


to their own ends by the subcontinent's 
newly prosperous commercial classes, fly- 


THE ECONOMIST REVIEW 































ing into flash resorts called Sun’ Star, the 
Shilton or the Honeymoon Inn. 

Hastening to meet a publisher's dead- 
line, the author made winter visits to some 
summer paradises. Padded in layer upon 
layer of garments, she arrives in Suite 17 at 
the Savoy Hotel, Mussoorie. The. indoor 
cold passes belief: “I would never have 
dared sit down, fearing death from inac- 
tion. Sensing that I would not be capable of 
removing my gloves, the wizened recep- 
tionist said that it would be all right if 1 
signed the registration book required of 
foreigners in the morning. Could there be a_ 
morning?” When she writes from her own. 
experience she can be sharp and funny. Iti 
ashame that she spends so many long para- 
graphs quoting potted history, boring bits 
and all, from sources less lively, and often 
less well informed, than herself. That, per 
haps, is what comes of many years” associa 
tion with the New York Times. oeo 

In Sri Lanka she identifies only one true 
hill station, Nuwara Eliya, which (lik 
Simla in India) was not a holiday place fo 
overstressed lowlanders, but a second capi 
tal where the administration could carry. 
on when fever, sweat and intrusive moulds 
made paperwork impossible down on the. 
plains. Then, Ceylon was relatively healthy, 
Now it is.a battlefield. Ms Crossette briefly. 
laments its condition and passes on to the 
even worse dump that one must remember 
to call Myanmar. There, paradoxically, she 
finds that people denied freedom and 
prosperity have been unable to afford to 
destroy much that is old and pretty. 

Racing though: Malaysia, she saw how 
the old hill-stations have been over- 
whelmed by new concrete, but missed the 
most spectacular view in the Cameron 
Highlands—the Overseas Chinese with 
their brandy-bottles, punting multim 
lions at roulette. The Dutch East Indies had 
their Buitenzorg, or Sans Souci, at what has 
become the Indonesian city of Bogor, but 
she found little there to. recall the Low 
Countries. France’s architectural legacy in 
Dalat, the high resort of Annam, is being re- 
stored for the tourists, but young Vietnam- 
ese annoy French trippers by failing to un- 
derstand a word of their language: 

One city on a hill, Baguio in the Philip- 
pines, was built by Ms Crossette’s very own 
Americans, when they “pacified” the archi- 
pelago at the turn of the century. They will- 
ingly accepted Kipling’s advice to “take up 
the White Man’s burden”, and built them- 
selves a high-level hot-season capital. Ba- 
guio proved such a success that it now: 
houses 150,000 of the Filipinos who were = 
once excluded from the American officials’ 
Club John Hay. Ms Crossette knew where 
she was at once—at summer camp in up: 
State New York. “I expected”, she confesses, 
“to be issued-a towel and a hockey stick”. 
That’s the heritage of empire, all right. 
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thing obvious 


ge Web puts libraries-full of pub- 
lished information at your fingertips. 
And this information is gathered in the 
same time-honoured ways that informa- 
tion has always been gathered: by send- 
ing people out to observe, to ask and to 
report. But that is no longer the only way. 
With the communications capabilities of 
the Internet, plus cheap video cameras 
and other observation equipment, it is 
now also possible to watch what happens 
in the world as it happens. 

Just watching was one of the first uses 
of the Web. Back in 1993, when the Web 
was still in its infancy, hackers at the Cam- 
bridge Computer Laboratory on the Eng- 
lish Fens decided that, rather than walk 
down the hall to see if there was any cof- 
fee in the coffee pot, they would prefer to 
come up with new interfaces between 
computer networks and video equip- 
ment. So they created a new labour-saving 
device. Each minute a video camera took 
a picture of the lab coffee pot and posted 
it on to a Web site, so that anybody in the 
lab could see what was brewing with the 
click of a mouse. This cute hack was 
quickly forgotten in the rush to convert 
| magazines, newspapers, television and 
|. the rest of the media world to the new 
forms of distribution that the Web of 
fered. But the basic idea behind that Web- 
sighted Cambridge coffee machine is 
now once again back in favour. 


Different strokes for different folks 


Similar interfaces can be used to answer a 
variety of useful questions. What is the 
traffic like on the drive back home? Well, 
if you live in Atlanta in Georgia you can 
inspect the freeways from live cameras 
mounted at various junctions along it (see 
www.georgia-traveler.com/traffic). What 
are your chances of finding a parking 
space at work? If you are on the staff of 
East Carolina University, you could check 
eastnet.educ.ecu.edu/cameras/ to make 
sure that you will have a place when you 
arrive. Is everything all right back at the 
house? Kirk McKusik, a computer pioneer 
based in Berkeley, California, does not ac- 
tually havea camera in his house (or if he 
does, he does not advertise the fact), but 
he has put sensors online throughout the 
premises. So just by clicking on 
mekusick.com:451, he can check that his 
garden is being watered, that his wine cel- 
lar is still cool and his hot tub is hot. 


| 
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Surf the Web, see the world 


There is something still largely missing on the World Wide Web. Some- 


There are now hundreds, if not thou- 
sands, of cameras connected to the Inter- 
net. Some are voyeuristic, most famously 
the “JenniCam” at www.boudoirorg, 
which records whatever happens in 
Jenni’s bedroom. Others show far away 
places, like the Davis Station in the wastes 
of Antarctica (see footnote for address too 
long to fit in the text*) or the Western Wall 
in Jerusalem (www.thewall.org). For bird- 
watchers, OwlCam follows a family of 
owls (again, see footnotet). There are snow 
cams for office-bound skiers and surf 
cams for stay-at-home beach bums. So far, 
most of these services are offered for noth- 





ing, and for no other reason than that 
somebody thought the world should see 
what was happening. They are typically 
flaky, and often pointless. Nobody, for in- 
stance, really wants to see the view from 
an office window but that does not deter 
some from presenting it. 

Webcasting could still become the 
snap photography of the next decade and 
confound the cynics who sneer that, al- 
though the Internet has given people their 
own printing press, it has not given them 
much opportunity to create stuff that any- 
body else wants to watch. But a lesson 
from the WebCams is that, whatever hap- 
pens, private Webcasting will continue to 
boom because people still want to keep 
an eye on their loved ones, their posses- 
signs, or just the conveniences that make 
a difference to their everyday lives, like 
thécar park at work. 

Inevitably, the growth of amateur 
Webcasting will further blur the indis- 


*www.antdiv.gov.au/aad/exop/sto/davis/videohtml 
tmembers.aolcom/owlbox/owlhomehtm 
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tinct boundary between public and pri- 
vate. For the time being, at least, the Web | 
has no notion of local; anything public is 
global. For a demonstration of this fact, if | 
any were needed, visit the Web site | 
www.policescanner.com, which tunes | 
into emergency radio in American cities | 
and Webcasts to the world whatever is be- | 
ing said among policemen, ambulance- | 
men, firemen and air-traffic controllers. 

Through passwords and the like, the | 
technology of the Internet should be able | 
to provide privacy for the Webcasts of 
those who want it. However, the semi-pri- | 
vacy now afforded by locality will be | 
harder to replicate. It is obvious that peo- | 
ple in a public square can watch each | 
other. But with WebCams other, more dis- | 
tant people—including local policemen | 
and foreign spies or missile command- 
ers—can watch too. Does that make the 
square any more or less public? Does it 
matter? What happens, for instance, 
when a country is at war? 

While the high- and strategic-minded 
thrash out those questions, more com- 
mercially minded folk are already trying 
to incorporate live links into their Web 
sales pitches. Seeing what is happening as 
its happens has a powerful impact. If the 
weather is good, a WebCam makes it even 
harder to resist-a trip to the beach. Such 
entrepreneurial companies as New York’s 
SiteBridge are building software that can 
create live video and audio links into 
Web catalogues so that a shopper can 
click open a conversation with a real-life 
salesman to ask advice, or just to see more 
of the product. 

Meanwhile, back in the lab that 
started it all, the coffee machine at Cam- 
bridge is launching hackers into yet an- 
other new direction of research (see 
www.orl.co.uk/jbpn/cgi-bin/coffee). The 
original coffee pot has been replaced bya | 
“highly advanced multiple beverage dis- 
penser” which brews different drinks on 
demand. So there is no pot fora WebCam 
to watch. But room remains for hacking. 
Members of the Cambridge laboratory | 
now wear “Active Badges”, each of which | 
identifies the wearer to several local ma- 
chines by sending out an infrared signal. 
Click ona button on the badge as you ap- 
proach the beverage dispenser and, hey 
presto, the machine prepares you a cupful 
of your favourite brew. It is ready and 
waiting for you when you put your cup 
under the spout. For some things at least, 
having the Web watch you may prove 
even easier than you watching it. 
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of Mr Allen’s observation is con- 


"the 1860s than about the values, atti- 
+ tudes, beliefs and prejudices of the 





Why the American civil war keeps marching on 


Hearts and minds to win 


The victors usually write the history. The American civil war is an exception 


-T JNLIKE other conflicts, notably the sec- 
J ond world war, when the winners 
tried the losers for crimes against humanity 
_ and airbrushed out their own atrocities, 
-the war between the American states has 
. not passed into history as a morality play, a 
- battle of good and evil. Instead, as Stacy Al- 
len, the park historian at the Shiloh battle- 
field, has observed, each generation contin- 
ues to see the civil war differently. And that, 
he says shrewdly, is why interest in it will 
<; never die. More than 60,000 books have al- 
<- ready been written about it (a bib- 
liography of Gettysburg alone runs 
to 277 pages), yet the flow shows no 
signs of stemming. 
These are three of the most popu- 
Jar recent outpourings and the truth 





firmed by two of them: historical 
`- novels by Charles Frazier and Rus- 
“sell Banks. Both tell you less about 


1990s, a decade when virtues. once 
called manly are suspect, especially 
when they are inspired by patrio- 
tism or religion. 

- “Cold Mountain” is a middle- 
weight with heavyweight aspira- 
tions. Mr Frazier is an inventive 
writer but a conventional thinker; 
his first-rate prose keeps stumbling over his 
second-hand ideas. When he tells how to 
kill a hog or make a fiddle, or refers to am- 
brotype, calotype and daguerreotype por- 
traits, you know that he knows what he is 
writing about. And his command of the 
language and slang of the period is as im- 
pressive. Even his saws sound authentic. 
“Clenched tight as a dogwood bud in Janu- 
= ary?” “As useless by itselfas the gudgeon toa 
door hinge with no pintle.” 

But the story of “Cold Mountain” is a 
concoction of current conceits. The hero is 
a deserter—a confederate soldier trekking 
home because he is sick of fighting a slave- 
owners’ war, He is, of course, intelligent, 
resoluteand handsome, whereas the other 
“male: characters (especially non-deserters) 





i 
l Corp Mountain. By Charles Frazier. At- | 
| lantic Monthly Press; 368 pages; $24. | 
| Sceptre; £6.99 (paperback only). 
a CLOUDSPLITTER By Russell Banks. 
| HarperCollins; 768 pages; $27.50. 
| + Secker & Warburg; £16.99. 
H 
| 
| 
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- CONFEDERATES IN THE Artic. By Tony 
Horwitz. Pantheon; 406 pages; $27.50 
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are weak, ugly and cruel. It is the women 
who are pretty and competent; stalwart 
farmers and good hunters as well as the 
possessors of outstanding culinary, nurs- 
ing and dressmaking skills. 

Mr Banks’s “Cloudsplitter” is a real 
heavyweight. Its main character is John 
Brown, the abolitionist whose seizure in 
1859 of the federal arsenal at Harpers Ferry 
helped ignite the civil war. After the upris- 
ing was crushed by Robert E. Lee, then a fed- 
eral soldier, Brown was hanged. 





As an unrepentant prophet who 
averred that “the crimes of this guilty land 
will never be purged away but with blood,” 
Brown was lauded by people in the North. 
The hymn “John Brown’s Body” inspired 
“The Battle Hymn of the Republic”. John 
Brown kisses a black child as slaves gather 
around him in a painting by Thomas 
Hovenden that hangs in New York's Metro- 
politan Museum. Herman Melville, Henry 
Wadsworth Longfellow and Frederick 
Douglass sang his praises; Henry David 
Thoreau declared he had turned a gallows 
into a cross. 

But hero-worship for a man who waged 
holy war against slavery is more than con- 
temporary writers can comprehend. So, 
rather than take sides with his admirers or 
detractors, with North or South, Mr Banks 
in “Cloudsplitter” seeks to humanise John 
Brown. The old fanatic is viewed through 
Owen, one of his 20 children, and in this 
son’s eyes he is brave, honest and strong, 
but also self-righteous, gullible and merci- 
less. One of Owen’s most vivid recollec- 
tions is being thrashed by his father for 
stealing his grandfathers watch, and then 
witnessing him beg to be thrashed for his 
own failures as a father. Owen laments: 
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For compared to the rest of us, no matter how 
hotly burned our individual flame, Fathers was 
a conflagration. He burned and burned, ceasé’ 
lessly it seemed, and though we were sometimes’ 
scorched by his flame, we were seldom warmed © 
by it. 


More than historical reconstruction. is at 
work here. There is autobiography. In a 
memoir, Mr Banks has described how he 
was whipped for stealing a watch. There is- 
also modern psychology. Like many of Mr 
Banks's previous novels, “Cloudsplitter” i 
haunted by the way children are paralysed 
psychologically by their parents. Mr Banks. 
himself the son of an alcoholic who aban 
doned his family, writes movingly ofOwe 
Browns lonely pain in his father’s shadow 
It is all very affecting, but did 19th-century 
boys really expect their fathers to be sensi 
tive nurturers? fe 
In contrast, Tony Horwitz’s 
“Confederates in the Attic” have no 
time for 2oth-century. psychoanaly. 
sis. or hindsight. They are “hardcore 
re-enactors” who seek not just tore- 
enact but to re-experience the civil . 
war. Mr Horwitz was initiated into 
their ranks by Robert Lee Hodge, ` 
who specialises in impersonating a- 
battlefield corpse. ; 
Mr Hodge calls it “bloating”. He 
clutches his stomach and crumples: 
to the ground. His belly swells gro- 
tesquely, his hands curl, his cheeks 
puff out, his mouth contorts intoa 
rictus of pain. He is a flawless.coun- 
terfeit of the bloated corpses photo- 
graphed at Sharpsburg, Gettysburg 
and Spotsylvania. ee 
Together with Mr Hodge and his fellow _ 
rebs, the author relives the life of a. confed- 
erate soldier. He marches, eats, fights and 
sleeps on battlefields. Farb, the worst insult _ 
in their vocabulary, refers to re-enactors. 
who approach the past with a lack of veri- 
similitude. Violations serious: enough to: 
earn the slur include wearing a wristwatch, 
smoking cigarettes, smearing yourself with 
sunblock or insect repellent, Hardcore re- 
enactors sleep out at night on frozen battle- 
fields in tattered, filthy uniforms, are bitten _ 
by mosquitoes and infected by lice, and put 
themselves on starvation rations. © m3 
These “wargasms” sound ridiculous yet 
in experiencing and describing them Mr 
Horwitz succeeds in getting you to see the 
war differently. You come to understand 
what Robert E. Lee meant when he said: “It 
is well that war is so terrible. We should 
[otherwise] grow too fond of it.” It is a hard 
idea for a late-2oth century reader to grasp, 
but there was nobility and glamour as well . 
as horror and gore on those battlefields. — 
There was also lots of stoical heroism, and 
among the common soldiers too; not-just 
among those marvellously named military 
leaders like Stonewall Jackson, Jubal Early, 
Ulysses Grant, Nathan Bedford Forrestand. 








oari 







THE ECONOMIST REVIEW _ 


Pierre Gustave Toutant Beauregard. 

Itis a truth concealed by most of today’s 
popular studies and historical novels, 
which represent war as hell and ordinary 
«© soldiers as pitiful men, but Mr Allen con- 

“firms it. The first generation, the veterans 
themselves, he says, told their tales of bat- 
tles in high-blown Victorian prose about 
courage and sacrifice. They were more in- 
terested in what happened on the battle- 
field than in the shrink’s surgery. 
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-> Golf, money and power 


- The green jackets 


THe Masters. By Curt Sampson. Villard; 263 
pages; $25 


T: British and American Opens and 
the PGA Championship are still to 
come, but somehow they never quite match 
up to the Masters. Amid all the world’s golf 
`: tournaments, this one, first played in 1934 
and now steeped in green-jacketed ritual, 
has acquired a special cachet. Why? Partly it 
is because, alone among golf's four “major” 
= tournaments, the Masters returns each 
_ spring to the same course: Augusta Na- 
tional in Georgia. Partly its aura stems from 
the manicured perfection of the place, with 
its brilliant greens and antebellum grace. 
But mostly it is because the co-founder and 
driving force behind Augusta National, 
Clifford Roberts, gathered around himself 
a coterie of the powerful, the rich and the 
famous, who enabled him to build his ex- 
clusive club and promote his invitation- 
only tournament. 
Most prominent among the famous 
was Bobby Jones, a superstar and Roberts's 
partner in creating Augusta National. To- 
gether they built the course in 1929 and for 
decades ran the club jointly, with Jones as 
president and Roberts as chairman. 

It lured the men with money, too. Au- 

gusta National’s membership was and re- 
mains a Who’s Who of corporate America, 
from Warren Buffett to Jack Welch. Coca- 
“Cola’s Robert Woodruff was a particularly 
- influential. member. One of the reasons 
that Richard Nixon, keen golfer as he was, 
never even played at Augusta was that dur- 
ing his famous argument with Khrushchev 
-in Moscow in 1959 he had associated him- 
-self with Pepsi. 
But one president was a member of the 
club, lending it power and prestige. Dwight 
Eisenhower: joined Augusta National in 
1948. Roberts's Augusta network proved to 
be a formidable fund-raising machine for 
elections, and performed other services for 
the general, too: arranging, for instance, a 
job for his friend Kay Summersby. 

Eisenhower flew to Augusta the day af- 
ter the 1952 election. During his. two terms 
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house and a fishing pond were built for the 
First Golfer by Augusta National course. 
For his part, Roberts slept at the White 
House 120 times during Eisenhower's ten- 
ure; staff referred to the Red Room as “Mr 
Roberts’s bedroom”. For the Eisenhower 
Research Project, Roberts recorded reminis- 
cences (the transcripts fill 878 pages) on 
condition that no use be made of them un- 
til 20 years after his death. Roberts died in 
1977; this book is at last able to draw on his 
taped treasure trove. 

Whether it came from sport, money or 
politics, Roberts, a stockbroker, understood 
power. His greatest skill, writes Curt Samp- 
son, “lay in divining ways to get important 
men what they wanted—usually more 
wealth, less trouble and more privacy.” Au- 
gusta National offered an intoxicating mix 
of peace and exclusivity. In some ways the 
exclusivity went too far. It was not until 
1975 that a black man (Lee Elder) competed 
at the Masters, and it was only in 1991 that 
the club had its first black member. That 
legacy gave a special sweetness to Tiger 
Woods's victory at the 1997 Masters. 

Other titans of golf—Snead, Palmer, 
Nicklaus and the rest—stride through this 
history of the Masters. But it is the brooding 
Roberts who dominates it. Bigoted on race 
and manipulative in his handling of the 
club, he is not an attractive figure. Nor was 
he a happy one. He had no children and 
ended his own life by putting a bullet 
through his head near the pond he had 
built for Ike. But he had the vision and the 
drive to create an American Masterpiece. 

a 





The young writers’ holocaust 


Imagined recall 


Der VOORLESER. By Bernhard Schlink. Dioge- 
nes; 208 pages; DM34. Published in English as 
THE READER. Pantheon; $21. Phoenix House; 
£12.99. 

Die VeRSCHEUCHTE. By Martin Kluger. Ul- 
stein; 176 pages; DM34. 

Der ABSENDER. By Daniel Ganzfried. Rot- 
punktverlag; 368 pages; DM42 


HE Ancient Greeks thought that people 

walk backwards into the future, gaze 
fixed on the past. Some modern societies 
confirm it. Ask a teenager in, say, Sarajevo 
or Belfast how he feels about his neigh- 
bours and he is quite likely to cite “memo- 
ries” of strife stretching back centuries. So 
the& European novelists, all of them too 
young actually to have experienced the sec- 
ond world war, are on to something when 
they take up the legacy of the holocaust. 

The hero of Bernhard Schlink’s “Der 
Vorleser’, a German bestseller now pub- 
lished in English, is “The Reader”, a teenage 


in office, he played golf some 800 times. A 




























































boy in post-war Germany who has the good 
fortune to be seduced by an older woman. 
Soon they settle into a comfortable little 
routine: he comes over after school, they 
shower. together, make love, and then he 
reads to her from the classics. Life is good; 
until, one day, she disappears. 

The years pass, the Reader gets older 
and studies law. One day, his university 
class has the opportunity to sit in ona war- 
crimes trial. Accused is a group of women 
who were guards in Auschwitz. The Reader 
freezes when he recognises, among them, 
his erstwhile lover, Hanna. 

Did he love evil? He visits the death 
camps and begins searching for answers in 
the past, until, one day, it occurs to him: 
Hanna cannot read. So ashamed was she of 
her disability that she volunteered for the ss 
to avoid being promoted from her assem- 
bly-line job to a better (reading) position 
during the war. In the trial, she stoically ac- 
cepts a life sentence rather than admit she 
cannot read the charges against her. 

Martin Kluger takes another tack in 
“Die Verscheuchte” (the fugitive). His teen- 
age heroine is Tali Zwikatz, the German- 
Jewish daughter of a poet. After the war, she 
drags her father, who is suffering from writ- 
er's block, to Auschwitz. Arriving at the rail- 
way station, he balks and sends Tali off 
alone to see the concentration camp. She 
returns to find him drunk and engrossed in 
heavy flirtation with another camp tourist. 
Tali is appalled yet eventually herself falls 
in love with her father’s new girlfriend, an 
actress/playwright whose wardrobe in- 
cludes chic outfits in black leather. 

In Daniel Ganzfried’s “Der Absender’ 
(the dispatcher), Georg, a 30-year-old Swiss, 


volunteers: for an unpaid internship in 
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New York to help archive the tape-recorded 
© “reeollections of holocaust survivors. Out- 
side, in the: streets, demonstrators rail 
against the impending ground war against 
Saddam Hussein; a black man is killed ina 
¿ Jewish neighbourhood. Inside, listening to 
voices of pain on a harrowing tape, he 
thinks he recognises the voice of his own 
father. But when his father subsequently 
flies in for a visit he makes small talk, un- 
able to pose the questions that haunt him. 
~~ A thread runs through these three nov- 
els. All have protagonists who are young, 
likeable and thoughtful. They ponder the 
world around them and grapple helplessly 
with the past. And all three novels are 
thought-provoking. Mr Schlink’s seductress 
evokes the banality of evil, but it is the 
Reader's life-story that is really tragic: He is 
` uso torn between affection and condemna- 
tion he cannot enter into any adult rela- 
tionships. Mr Ganzfried’s juxtapositions of 
life in the shtetl, the ghetto and the con- 
“centration camp with the ethnic tensions 
of modern New York are as effective. So is 
` MrKluger’s mix of cliché-mocking humour, 
< hip language and genuine pain. Like many 
others in their generation, their characters 
are coming to terms with a past whose mes- 
sage is crystal clear and a present that is 
murkily ambiguous. 





Political thriller 


Insider stuff 


THE Snare OF Ice. By Douglas Hurd. Little, 
Brown; 277 pages; £15.99 


S A notably “wet” home secretary in 
Margaret Thatchers government, 
Douglas Hurd had a way of dealing with 
importunate reporters. When pressed as to 
how he was going to respond to the latest 
diktat from Number Ten on broadcasting, 
he would simply raise his eyebrows as if ap- 
:- pealing tothe gods. If that did not satisfy, he 
~ would mutter that he believed in the heal- 
“ing virtues of time. 
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His novel has the same understated vir- 
tues that made him so effective as a politi- 
cian. Set a year on from Tony Blair’s crush- 
ing defeat at the next general election, it 
follows the fortunes of the incoming Tory 
prime minister, who is beset by interna- 
tional crises, treacherous colleagues and a 
dicky heart. An awful lot happens both on 
and off stage: the first ira bomb attack for 
five years, a prison riot in which the gover- 
nor is taken hostage, a full-blown cabinet 
row over public spending and so on. 

What lifts this racy tale above the hum- 
drum is that Lord Hurd of Westwell, as he is 
now, really knows about the action, inter- 
action and inaction that goes on behind 
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the scenes in Whitehall. His assured touch 
carries this, his seventh political novel; 
along at a cracking pace. The ambiguous re- 
lations of cabinet colleagues, their dealings 
with the civil servants and the unrelenting 
pressure of business are well described. : 
Most of Lord: Hurd’s previous’ novels 
were written jointly with a colleague from 
his private office, whose responsibility, so it 
was said, was to write the dirty bits. That aid 
is clearly no longer necessary. Along the 
way, the former fore: secretary has 
picked up most of th ‘the trade, 
even if his prime ial hero does: 
tend to bea bit buttoned u 3 
authorhimself. 





















Something for almost everybody this summer : 


Kafkaesque v. Dickensian _ 


OVELISTS, Paul Theroux v 

once said, generally fall into 
two categories: the first are funda- 
mentally engaged in writing 
about themselves; the second 
mainly interested in writing 
about other people. The first ex- 
plore the nature of the soul through books 
which are often parables; the second de- 
scribe the nature of human society by way 
of more traditional forms of storytelling. 
Kafka and, to a lesser extent, Proust are ex- 
amples of the first, Dickens of the second. 

And what of novelists who are writing 
today? Several of the best stories published 
in Britain this summer come from the 
Dickensian camp, among them Beryl 
Bainbridge’s “Master Georgie”. In the past 
few years Ms Bainbridge has been a su- 
perbly various historical novelist—her “Ev- 
ery Man for Himself” (1996) was a blackish 
comedy about the sinking of the Titanic; 
“The Birthday Boys” (1991)” recreated Cap- 
tain Scott’s doomed expedition to the 
South Pole in 1912. 

In “Master Georgie” she has jumped 
back to the 19th century with a novel that 
deserves to be on the Booker shortlist. It be- 
gins in the impoverished London of the 
1840s, with an orphan girl who is adopted 
by a family. Itends on the battlefields of the 
Crimea. The story is told through the voices 
of its main characters—who include an old 
geologist, the orphan herself and a photog- 
rapher’s assistant. Ms Bainbridge’s prose is, 
as ever, quirky, restlessly inventive and 
wonderfully economical—she is note the 
sort of writer who would use four words if 
three would do. In consequence, her Story 
moves at great speed—and with great sure- 
ness of purpose. 

Fay Weldon’s “Big Women” also falls 
into the Dickens category. It subtly 
anatomises the painful bringing to birth of 
a feminist publishing house in the 1960s, 
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| THE WHEREABOUTS OF ENEAS MCNULTY. 









Jup, later en- 
oon-worship; 
Daffy prefers, in the final analy- 
sis, to be bedded rather than in-. 
structed; the clever (though slip- 





















disclose to her co-directors that the compa 
ny’s principal backer is in fact... 
What has always been so trefreshin: 
Ms Weldon’s treatment through her ficti 
of so-called women’s issues is her sense 
humour and her ability to create credibl 
characters. She is anything but a doctr 
naire man-hater. 

From feminist preoccupations. to 
overtly homosexual ones. Alan Holling- 
hurst’s “The Spell” probes the motives and 
manners of four gay men whose lives inter. 
lock: an architect who fears that his appea 
may be waning; his hedonistic son;.a flam: 
boyant, failed actor; and a lanky, reticent 
civil servant from the Foreign Office wh 
discovers the rejuvenating effects of Ecstacy 
and House Music. The dialogue is excellent, 
and the descriptive writing superb. It is a _ 
tactful, probing, often outrageously funny 
examination ofhuman relationships. =o 

Hanif Kureishi veers a bit moré towards. 
the Kakfa/Proust school. His sister Yasmin — 





MASTER GEORGIE. By Beryl Bainbridge. 

Duckworth; 190 pages; £14.99. 

BiG Women. By Fay Weldon. Flamingo; 

346 pages; £12.99. 

THe SpeLL By Alan Hollinghurst. Chatto | 

and Windus; 320 pages; £15.99. | 

Intimacy. By Hanif Kureishi. Faber and 

Faber; 118 pages; £9.99. 
i 


i 
H 
l 
i 
Í 
i 
H 


By Sebastian Barry. Picador; 308 pages; 
£12.99. To be published in America by Vi- 
king in August; $23.95 
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has disclosed, in a bitter public letter, that 
their father was humiliated by “The Bud- 
dha of Suburbia”, which he thought “had 
robbed him of his dignity”. Mr.Kureishi’s 
new novel, “Intimacy”, is suffused with 
melancholy. In a single, book-length chap- 
ter, it tells of one man’s decision to leave 
behind his partner and their young family 
in order to find a new identity for himself. 
Will this prove to be a liberation after all? 
Or will he forever be dogged by guilt and an 
overwhelming sense that the decision was, 
~ after all, a mistaken one? The story circles 
and circles its theme, thickening out in de- 
tail as it goes, in a relentlessly desolate piece 





of self-searching. It is an excellent novel so 
long as you are in a sombre, self-scrutinis- 
ing mood. 

In “The Whereabouts of Eneas 
McNulty”, Sebastian Barry, a quasi-bio- 
graphical playwright (“The Steward of 
Christendom” and “Our Lady of Sligo”) as 
well as a fine poet and novelist, introduces 
passionate lyricism into a slab of 2oth-cen- 
tury Irish history. It is the story of a man 
from a small town in Sligo who, through 
particular misfortune and the random in- 
cidents of history, loses the right to live in 
the country of his birth and must, as a con- 
sequence, wander the earth as a lost man. 





Poverty drives Eneas McNulty to seek 
employment as a British merchant seaman. 
Later on he compounds this error of judg- 
ment by joining the Royal Irish Constabu- 
lary. Such flirtations with the occupying 
forces amount to treasonable offences in 
the skewed, bloodthirsty opinion of many 
of those who dictate what is truth and false- 
hood in the new Ireland of the 1920s and 
onwards. When the personal comes into 
conflict with the political, the man must be 
sacrificed for the sake of the triumph of the 
idea. Dickens would have enjoyed it. So 
would Kafka and Proust. 
am 








6¢ A WOMAN is like a teabag; it’s only 
when she’s in hot water that you 
| realise how strong she is.” So avers Harriet 
| Rubin in “Machiavelli für Frauen”, which 
| came out first in English in the United 
| States last year and is now doing well in 
| Germany. Hers is just one of several en- 
| tries on these lists offering home-spun in- 
| spirational advice. 

| The premise of Iyanla Vanzant’s “In 
| the Meantime”, the top-seller in America, 
| is that you cannot love somebody else un- 
til you love yourself. Her books are said by 
her publishers to have empowered count- 
less women. The runner-up, “Tuesdays 
with Morrie”, is aimed more at men. It is 
inspired by the wisdom of its author's old 
college sociology professor, Morris 





What the world is reading 


Schwartz, whom he describes as “a cross 
between a biblical prophet and a Christ- 
mas elf”. “Morrie” was close to death 
when he told Mitch Albom, a sports- 
writer, that people should think more of 
love and less of money. 

In Britain, where the top three are less 
introspective, the big surprise is a 560- 
page book of military history. “Stalin- 
grad” is out-selling even Gitta Sereny’s 
controversial “Cries Unheard”, a joint- 
venture with “Mary Bell”, the pseudonym 
ofa girl who killed two children at the age 
of 11 and is now a middle-aged woman 
with a daughter of her own. 

The German top three are all written 
by Americans, and two of them are about 
disasters: the sinking of the Titanic and 





| BRITISH NON-FICTION 








-= by Antony Beevor. n 
The decisive battle of the war_ 





the death of nine people in a mountain- 
eering expedition. In Japan an inspira- 
tional author who is Francesco Who? else- 
where has two entries in the top ten. 

The Japanese list is headed by the col- 
lected utterings of a maverick midfielder. 
This book’s popularity comes out of the 
soccer fever that has gripped Japan since 
the national team won a cliffhanger 
against Iran last November, and secured 
its first-ever place in the World Cup after 
43 years of trying. Hidetoshi Nakata talks 
as he plays—spontaneously, unpredict- 
ably and with an exuberant zest for life. 

Harder to explain is the success of 
Hazuki Saisho’s curious treatise on 
whether total professionalism in music is 
imperative. It is heavy going, but it seems 
to ring a bell with strap-hanging Japanese 
who scraped away at Suzuki violin les- 
sons to no avail. 
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Enjoy a new way of life. Live simply and 
easily making a tax-free fortune using the 
world’s most exotic places. 
Picture yourself in lush sur- 
roundings with time and money 
to do everything you want to do, 
when you want to do it, with no 
cares or worries. a a Aa 
You can do all this /egally in complete PRIVACY using the world’s OFFSHORE MONEY HAVENS. 
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by Jerome Schneider 
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ae SOLD! Jerome Schneider is a foremost authority on offshore financing and investment. 
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JEROME SCHNEIDE make and save fortunes using the world’s offshore money havens. You may have 
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seen him on CNN, CNN-fn, CNBC and recently on ABC. 
Discover All This... CALL 1-310-640-9800, FAX 1-310-640-3121 
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BRITAIN 





The sell-off blues 





The end of privatisation? 


Privatisation has become a dirty word in Britain. That is curious, since it has 


been a huge success 


f pee weekend, workers on London Un- 
derground plan to strike in protest at 
what they regard as creeping privatisation 
of the service. At the Bsc, technicians’ 
unions are up in arms for similar reasons. 
The obvious riposte is that privatisation 
has been the salvation of many British in- 
dustries. But that is not the line the govern- 
ment will take. 

Since Labour's victory in last year’s elec- 
tion, the Tory record of privatisation has 
been treated by ministers as a regrettable, 
albeit irreversible, act of short-sighted 
greed. John Prescott, the deputy prime min- 
ister, who is in overall charge of transport 
policy, has singled out the way British Rail 
was privatised, accusing the rolling-stock 
companies of “having grown fat at the tax- 
payer's expense”. 

This rhetoric has left Labour with a 
problem about what to do with remaining 
state assets that might benefit from private- 
sector methods and investment. For exam- 
ple, in opposition, Labour attacked plans 
to privatise air-traffic control as “crazy”. In 
government, it now sees the advantages of 
using private money for the expensive capi- 
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tal investment needed by the service. Typi- 
cally, the Blairite solution is to search for a 
“third way"—some form of public-private 
partnership, in which private money is 
brought into the service but outright pri- 
vatisation is avoided. 

The exact form of public-private part- 
nership for air-traffic control is still to be 
decided. But the precedent set by London 
Underground is not encouraging. There a 
complex solution has been devised, in 
which the track, stations and signals will be 
leased on 30-year contracts to as many as 
three private companies, leaving the opera- 
tion of train services in the hands of the ex- 
isting public-sector management. Quasi- 
privatisations like this have significant 
drawbacks, because they fudge responsibil- 
ity and blunt incentives. è 

What is more, as the Underground 
strike illustrates, public-private partęer- 
ships may not even be the politically sale- 
able alternative to privatisation that the 
government is looking for. Indeed they risk 
angering both sides of the debate. It is not 
just the unions that are disgruntled. Peter 
Ford, the sacked former chairman of Lon- 


don Transport, which owns the Under- 
ground, told a parliamentary committee 
last month that breaking up the service was 
both costly and inefficient. Keeping the 
tube as a single integrated business, in ei- 
ther public or private ownership, would 
have been much cheaper, he claimed. 

The Post Office, whose future is cur- 
rently under review, appears to be heading 
for a similarly messy compromise. Other 
potential privatisations have been quietly 
shelved—they include the Forestry Com- 
mission, the Crown Estates, the Crown 
Prosecution Service and a group of semi- 
governmental organisations such as the 
Meteorological Office. 


Remember, remember 


Labour's reluctance to use the p-word is 
oddly out of tune with its usual tendency to 
trumpet any successful British export. For 
privatisation is one British invention that 
continues to be emulated around the 
world. Flotations of privatised assets are ex- 
pected to take place in more than 100 coun- 
tries in 1995-2000 and to raise over £120 
billion ($200 billion). The reasons for this 
are not hard to understand: privatisation 
works, as any fair reading of the British 
record amply illustrates. 

First, the benefits to British public fi- 
nances over the past two decades have been 
considerable. The cumulative proceeds 
from privatisation between 1979 and 1997 
were more than £90 billion (at current 
prices). And the benefits go far wider than 
the capital account. 

According to a 1997 study by National 
Economic Research Associates (NERA), in 
the first year of Mrs Thatcher's government 
(ie, 1979-80) 33 state enterprises, all later to 
be privatised, absorbed £500m of public 
funds as well as more than £1 billion in 
loan finance. By 1987, these same compa- 
nies were contributing £8 billion a year to 
the Treasury in share sales, tax receipts and 
dividends. This dramatic improvement 
conceals some striking individual achieve- 
ments. British Steel, which ate up an an- 
nual subsidy of £600m-£1 billion on a turn- 
over of less than £3 billion before privatisa- 
tion, is now one of the lowest-cost steel 
producers in the world. British Airways is 
the world’s most profitable airline, and is 
cited as a model by the would-be privati- 
sers running Air France. 

Customers have also benefited. A 1996 
study from the National Audit Office 
found that service had improved signifi- 
cantly in telecoms and to a lesser extent in 
electricity, gas and water since privatisa- 
tion. Since privatisation of telecoms and 
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the introduction of digital exchanies, there 
has been a 50-fold reduction in faults in 

trunk calls and a 30-fold reduction in faults 
“in local ones. 

Most customers are also paying less for 
their utility bills. Since privatisation, the av- 
erage telephone bill has declined in real 
terms by 49%. But even in industries where 
.. ithas taken time to introduce competition, 

regulation has meant that prices have 
fallen—the average domestic gas bill is 
down by 31% since privatisation, and the 
average domestic electricity bill by 20%. 
Real competition is just beginning in these 
markets, and should force prices down fur- 
ther. Water and sewerage are the excep- 
tions: average domestic household bills 
rose by 36% and 42% respectively. But this is 
largely a result of having to meet European 
environmental standards, and to make up 
for decades of under-investment. 

Water apart, the dramatic improve- 
‘si:ments in price and service give the lie to the 

. claim that customers have been the prime 
«victims. of privatisation. Another fre- 
“quently voiced fear was that privatisation 


_. would lead to a deterioration in safety. The 


evidence points the other way. In most 

privatised. industries there have been 
` “widespread and sustained improvements 
in occupational safety,” according to NERA. 
Its 1997 study points out that the safety 


Pot on prescription 


c6 RUG” is one of the weasel words 
of the 20th century. On the one 
hand it can mean a chemical angel of 
mercy that may save life, relieve pain or 
merely give a man a better erection. On 
the other, it can mean a molecule that 
gives you a good time without any need to 
interact with anybody else. People tend to 
approve of the first but, with strictly lim- 
ited exceptions such as alcohol and (here 
and there) nicotine, to disapprove of the 
second, 

Some substances, though, fall into 
both categories. Morphine, for instance, is 
regarded as fine for those suffering ex- 
treme pain but not for those who have 
merely run out of heroin. At the moment, 
cannabis is not seen by most authorities 
around the world as fitting into this dual- 
use category. And in America, at least, the 
government seems to be taking fairly ef 
fective measures to make sure that no- 
body does the research that might prove 
otherwise, while threatening the terrors of 
the earth on doctors in those states that 
have voted to permit medical use, if they 
dare to avail themselves of their new legal 
rights. But the British government has just 
proved itself more open-minded. It has is- 
sued a licence to a small drug company 
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records at British Gas, British Steel, and in 
the supply of electricity and water have also 
been significantly better than in the econ- 
omy as a whole. 

There is, of course, a valid argument 
that many of these post-privatisation im- 
provements and price cuts owed as much 
to changes in technology and the decline in 
fossil-fuel prices as they did to changes in 
ownership. And it is also true that the per- 
formance of many of the privatised indus- 
tries improved in the run-up to their sale. 
Yet would these improvements have taken 





called Gw Pharmaceuticals, allowing it to 
investigate the medical uses of the 
dreaded weed. 

Many doctors believe that cannabis 
does, indeed, have legitimate medical 
uses. It appears to relieve the symptoms of 
myltiple sclerosis. It reduces nausea and 
vomiting in cancer patients undergoing 
chemotherapy. Through its famous in- 
duction of “the munchies”, it stimulates 
the appetites of those who have lost the 
desire to eat, such as people suffering the 





pisc if the threat of privatisation had been 
removed? Dieter Helm, director of Oxford 
Economic Research Associates, is doubtful. 
He says the speed of change achieved could 
not have been matched in the public sector. 
Any government, whatever its ideological 
hue, would have been limited by public- 
sector borrowing constraints, as well as by 
the fear of industrial unrest. 

Yet facts alone do not seem enough to 
win the argument. Poll evidence suggests 
that privatisation has never been wildly 
popular, and that it has been getting less so 
as time goes by. In 1983 MORI found that 
43% of people wanted more privatisation; 
by 1992 that was down to 24% and last year 
a poll found just 19% in favour of privatis- 
ing the Underground. 

Why is this? Many people believe that 
the most recent privatisations do not make 
sense, because it is hard to introduce com- 
petition in some industries, such as rail. 
But this ignores the role of regulation in 
mimicking competition—something that 
has improved the electricity. and gas indus- 
tries, even though the introduction of real 
competition is only now being completed. 

Furthermore, the privatised industries, 
particularly gas and water, played: into 
their critics’ hands with their inept man- 
agement of boardroom pay. Stories of huge 
share options for directors, at a time when 





late stages of Arps. And it may also help 
those with glaucoma—an eye disease that 
can lead to blindness. 

To test the details of these claims, GW | 
plans to make standardised extracts of the 
plant, so that dose-controlled trialscan be || 
carried out. For that it needs to grow the | 
stuff. And for that it needs the special cul- | 
tivation and storage licences which the | 
Home Office is now pleased to grantit. | 

Lest those after a legal spliff start | 
developing curious illnesses to which | 
they were not previously prone, part of | 
Gw’s remit is to “establish the best deliv- 
ery method into patients other than 
smoking”. This may not go down well 
with those in genuine need.. What evi- 
dence there is from America suggests that 
smoking cannabis is more medically ef- 
fective than taking pills containing its ac- 
tive ingredient, THC—though whether 
this is because smoking is a better way to 
deliver that ingredient, or because the 
whole plant contains other chemicals 
that boosts the effects of rHc is unclear. 

Ifitis the latter, then Gw’s work, which 
will study extracts containing mixtures of 
chemicals from the plant, should result in 
better medicine that still does not have to 
be wrapped in a Rizla. If the former, then 
the no-smoking signs in hospital wards 
may have to be modified slightly to make 
it clear that they only apply to tobacco. 
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thousands of redundancy notices were be- 
ing handed out to lowly paid employees, 
were a public-relations disaster. The prob- 
lem was exacerbated because some of the 
privatisation sales were, with hindsight, se- 
riously underpriced—a matter highlighted 
by repeated government reports. The result 
was that share options dished out to direc- 
tors proved excessively generous as share 
prices shot up after privatisation. Not sur- 
prisingly, the regulators found it hard, par- 
ticularly in the early days, to maintain a 
proper balance between the interests of 
consumers and shareholders. 

Public awareness of the fact that the 
new owners of nationalised industries did 
well for themselves may have increased the 
tendency to complain about examples of 
shoddy service. The regulators have cer- 
tainly noticed a sharp increase in com- 
plaints about privatised services, rail and 


water in particular. Virgin Rail, the com- 
pany now operating the main routes from 
London to Manchester and London to Bir- 
mingham, has become the butt of every- 
body from callers to radio shows to govern- 
ment ministers, delayed on Virgin trains. 
But most of these complaints and mis- 
takes are the teething pains of a huge struc- 
tural economic change. In many of the 
newly privatised industries, notably the 
railways, the benefits of increased invest- 
ment have yet to be felt by consumers. In 
others, such as gas and electricity, compe- 
tition for domestic business is only just 
Starting to have an impact. The regulators 
have had, inevitably, to learn on the job. 
The fact that re-nationalising industries 
like the airlines or the steel industry is un- 
thinkable is a telling answer to the critics of 
the process. It should also be food for 
thought for the Labour government. 





Urban regeneration 
Baywatch 


CARDIFF 


The European summit will give Cardiff a chance to show off its facelift 





(19 | ee CARDIFF-born, Cardiff-bred and 

when I die I'll be Cardiff dead.” This 
slogan, coined by a local bard named Frank 
Hennessy, can often be heard chanted out- 
side the city’s pubs at closing time. 
Cardiffians are stubbornly fond of their 
home town, even when not amply re- 
freshed. Next week, the rest of Europe will 
get to judge the Welsh capital, as 6,000 poli- 
ticians, bureaucrats and journalists de- 
scend on it for the European Council of 
Ministers meeting (see page 60). Cardiff's of- 
ficials are in ebullient mood, seeing the 
summit as their big chance to project their 
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town as one of Europe’s leading cities. 

This ambition is likely to be greeted 
with derision in most of the rest of Britain. 
A city of 300,000 on the Severn estuary, 
hoping to be spoken of in the same breath 
as the likes of Barcelona? Until recently, 
Cardiff was certainly an unalluring plate. 
Once the world’s largest steam-coal port, 
the city was already well past its industrial 
prime when it became Wales’s capital in 
1955. By the mid-1980s it looked like an eco- 
nomic graveyard: unemployment was 
high, its docks were rusting and investment 
was sparse. Cardiff had little to recom- 
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mend it to the world, save its rugby stadium 
and a pretty castle. 

Much has changed since then. In a re- 
cent study, the Henley Centre, a consul- 
tancy, identified Cardiff as one of four Brit- 
ish provincial cities (along with Leeds, 
Manchester and Glasgow) with the poten- 
tial to be a “world city”. One reason is the 
massive regeneration of the docks and 
neighbouring Butetown, covering a fifth of 
the city’s land area a mile from its centre. 

The Cardiff Bay Development Corpora- 
tion, set up in 1987, has already turned 
much of the wasteland into a leisure com- 
plex, shopping centres, swanky restaurants 
and thousands of new houses and offices. 
Much more is planned: a freshwater ma- 
rina modelled on one in Baltimore, a vir- 
tual-reality theatre, a “sports village”, a 
building for Wales’s new National Assem- 
bly, and a 2,000-seater arts centre. All told 
this will amount to £2.4 billion ($3.9 bil- 
lion) in new investment. The Bay is already 
attracting 1.5m visitors a year—a far cry 
from the days, not so long ago, when only 
the bravest ventured near the docklands. 

Since 1982, Cardiff's GDP has risen by 
halfin real terms. The bay project alone has 
created 9,000 new jobs, with another 
20,000 expected. The shift from old indus- 
tries in South Wales, such as coal and steel, 
has been eased by a flurry of foreign invest- 
ment. With only 5% of Britain’s population, 
Wales has attracted 17.3% of its inward in- 
vestment since 1986, much of it within a 
few miles of Cardiff. Investors include 
Ford, Sony and LG, whose giant semi- 
conductor and monitor-tube plant near 
Cardiff will create over 6,000 direct jobs 
and another 9,000 at suppliers. Stephen 
Hill of Cardiff Business School says that 
Welsh manufacturing productivity, once 
lousy, is now above the British average. 

The next challenge will be to create 
more jobs in services. Cardiff has already 
persuaded several companies to set up call 
centres in or near the city. The city’s defunct 
commodities exchange is being turned into 
a centre for small media firms. 

This turnaround would have been im- 
possible without lashings of financial help 
from Westminster and Brussels, however. 
According to the Welsh Development 
Agency, over the past two decades South 
Wales has received around a fifth of all re- 
gional aid in Britain, and foreign investors 
have been smothered in grants and tax- 
breaks. The principality also gets around 
£85m a year in assistance from the Euro- 
pean Union and a generous share of lottery 
money: for instance, £40m towards a new 
rugby stadium that will host the 1999 
World Cup final. When the summiteers ar- 
rive, their Welsh hosts will want to show 
them that the cash has been well spent. 
Whether many of them will be returning 
for their holidays is another question. 
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PWHE observer of a sumo wrestling match wonders why the 
Å build-up is so slow and why such ungainly creatures need to 
vrush so much at the end. Watching Tony Blair's exertions as Brit- 
ain’s six-month presidency of the European Union draws to- 
wards its close inspires a similar perplexity.On Monday and 
Tuesday the gainly prime minister held meetings with prime 
ministers, chancellors and presidents in Stockholm, Helsinki, 
Copenhagen, Brussels, Luxembourg, Bonn and Paris. On Satur- 
day he dines with the Greek prime minister at Number Ten. At 
this rate, Mr Blair should be formidably prepared, if he is not 
utterly frazzled, to complete the British presidency at the meet- 
ing of the European Council in Cardiff on June 15th. 
| One reason for Mr Blair's fre- 
| netic preCardiff consultation is 
clearly a desire to avoid another 
ordeal like the one suffered in 
Brussels in May, when it fell tohim 
to sort out a last-minute quarrel 
between Germany, France and the 
Netherlands over the choice of a 
| president for the new European 
Central Bank. To this day, manda- 
rins in Whitehall will look you 
straight in the eye and insist with 
| perfect seriousness that Brussels 
was more ofa triumph than an or- 
deal. Not only was the euro 
launched on time, and on Britain’s 
watch, but Mr Blairs eventual 
compromise over the bank’s presi- 
dent (a truncated Dutch tenure to 
be followed by the arrival for a 
longer stay of the inevitable 
Frenchman) gives the bank 12 
years of stability and left the finan- 
cial markets unrattled. 

Fine—except that Mr Blair 
himself was rattled, and confessed 
as much for the first time this week 
when he said that Brussels had 
been “a mess”. Frenetic prepara- 
tion may not make Cardiff any 
better. The chief cause of the fiasco 
in Brussels was not poor preparation but Britain’s general awk- 
wardness in Europe. Britain was called upon to end a fight that 
was not of its making, over the management of a currency that 
Britain itselfhas for now decided not to join. A similar awkward- 
ness could arise in Cardiff if Chancellor Kohl, turned suddenly 
Eurosceptical by the prospect of electoral defeat at home, starts a 
fight over Germany's disproportionate contribution to the EU 
budget. Whatever the formal position, and however much Mr 
Blair travels, charms and schmoozes, a country that has opted 
out of monetary union, the Ev’s biggest adventure, starts every 
internal argument with a handicap. And the handicap can only 
grow if the French succeed in building the euro-11 committee, 
from which Britain and the other euro-outs Are excluded, into 
the political counterpartofthe new bank. 

These inconveniences are inescapable. But the occasional 
red face at a summit meeting, and the loss of British influence 
inside obscure bits of eurocracy, are a small price to pay for the 
luxury of being able to wait and see how the euro goes. The gov- 
ernment has been careful to frame its five economic tests for 
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joining the euro—convergence, flexibility and the like~vaguely 
enough to declare that they have been met the moment domestic 
political conditions seem ripe for the promised referendum. 
Better still, the longer Mr Blair postpones the referendum, the 
more salt he can rub into the Tories’ unhealed Euro-wounds. 

It is when you look further ahead that the outlook darkens. 
Mr Blair has hedged his bets on the euro. But what about the 
wider European project? Here it is harder for him to hedge. In 
contrast to the Tories, he has painted Labour as the party that can 
work well in Europe. This entails a gamble on the continuing 
success and popularity of the Eu itself. 

That bet may not be as sure as it looks. When he launched the 
British presidency six months ago 
with a féte-at Waterloo Station, the 
prime minister said he saw the 
presidency as a: test of whether 
Britain could show strong leader- 
ship in Europe. One of his de- 
clared priorities was to open the 
gates of the Union to the new de- 
mocracies of Central and Eastern 
Europe. But the most that Britain 
can claim on this score is that ithas 
got the long and tortuous entry ne- 
gotiations going. Another. priority 

„was to take common action on the 
environment. But the EU is now 
questioning its ability to honour | 
the expensive promises it made on 
global warming at Kyoto. Mr Blair 
wanted to show that Europeans 
could work together effectively on | 
the world stage. But that was. 
hardly the impression conveyed. 
during the recent showdown with 
Saddam” Hussein, when the 
French accused Mr Blair of being 
“ Bill Clinton’s poodle. He wanted 
to end the waste. of the common 
agricultural policy. But, as one 
~ mandarin ruefully putsit, this area 
AÑ is “not susceptible to the rapier- 
-like thrust”. No surprise that Mr 
Blair has lately toned down his Euro-enthusiasm and put more 
stress on securing British interests, such as this week's move to 
lift a ban on British beef exports imposed after the BSE scare. 

In fairness, Europe is too big and the powers of the presi- 
dency too small for six months’ possession of them to mean very 
much. Mr Blair would have to be a magician to have achieved all 
his ambitious goals. But ifthe presidency really was a test of Brit- 
aims ability tolead in Europe, it has failed. Worse, Mr Blair set 
two extra goals whose non-attainment is more ominous. One 
was to win support for economic reforms that would free Eu- 
rope’s labour markets to create more jobs. So far, despite lip ser- 
vice, progress has been ‘minimal, The other was to “involve the 
British people in our presidency”. Yet.a report this week from 
Demos, Mr Blairs favourite think-tank, shows that although 
many Britons feel “partly European”, only one in three believe 
they can “rely on” EU institutions and a mere 15% deemed the 
Union “in touch with people”. For the moment Mr Blair is sit- 
ting pretty on Europe. In the longer rum he is taking a gamble 

which the Tory Eurosceptics. might stil] win. 
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Venice International University 

kgs INTERNATIONAL CENTER OF ECONOMICS AND FINANCE 

| Master’s Program in Economics and Finance 
: January-July 1999 


: “Applications are invited for a Master’s Program to be held in Venice at the 
| newly established facilities of San Servolo island. 


BUSINESS SCHOOL 
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< The program is aimed at young graduates who wish to acquire a specialized 
formation in the theory and management of financial markets in an 
international context, as well as young professionals at the beginning of their 
careers in the financial services sector of the economy. 








Courses 





Quantitative Methods for Economics, Economics of Uncertainty, 
International Economics, Corporate Finance, Financial Markets, Quantitative 
Methods for Finance, Financial Institutions, Analysis and Prediction of 
Financial Data, International Finance. 








Course-work will be supported and integrated by tutorial activities. 






Fees 





9 million Lira {plus VAT) for the entire program, Scholarships, covering part 
of the fees, will be offered on a competitive basis. 





Applications 






_ Applications are processed as they are received. Early application is advised. 
Final deadline: September 30, 1998, 






For further particulars and application form, contact! 









An innovative executive MBA 















Venice International University 
Master’s Program in Economics and Finance 
Isola di San Servolo 
30100 Venice-Italy 
Tel: +39-041-2719530 Fax: +39-041-2719510 
e-mail: icef@viul.viu.unive.it _ http://www.unive.it/~vinICEKhtm 







A joint venture of three top business schools: 
Krannert Graduate School of Management, 
Purdue University, USA. 

Tias business school, Tilburg University, The Netherlands. 
Management Development Centre, Budapest University 
of Economic Sciences, Hungary. 









Two degrees: 
a European MBA and a US Master’s in Management. 





AACSB accredited. 


“Where will | find time DAN ie 
This executive program is as international as you can get: 
for an M B A? n | participants, locations, world class faculty, curriculum, 


case studies, projects and degrees. 
Study for an AMBA approved MBA as you work - with the 
“| Open University Business School. 
| = < Our distance teaching methods draw on over 25 years' 
| unrivalled expertise of the Open University. Britain's 
largest University, Our award-winning multimedia 
| Materials meet the learning needs of busy managers, and 
are supported by over 750 qualified tutors offering 
personal and group support as well as individual feedback 
on your assignments. Network with other managers at 
informal study groups, residential schools and on-line. 
Over 20,000 managers a year choose OUBS - to find 
‘out why this is the most popular MBA programme in 
Europe, visit our Website. 





Unique schedule: 
seven two-week sessions spread over a 
two-year period at three different locations. 












internet-supported communications while off campus. 





Start: 
January 1999, 
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“I play 40 week subscription play — 
“because it increases my chances of 
winning. To date I've won 
_ © MUS$139,710.35 in 20 separate prize 
winnings.” Mr. 1. of South Africa 


Here's your chance to play one of the best 
Lotteries easily and from the comfort of your 
own home. The Australian Lottery gives you a 
better chance of winning than any other Gov- 
ernment Lottery. Plus, the Australian Lottery 
‘payout is 60% of revenue compared to only 45% 
or 50% by many North American or European 
: Lottos —~ on average US$14 MILLION in prize 
< money every week. AND .. . Pacific Players 
has a very special INTRODUCTORY OFFER 
«to get you in on the excitement and increase 
your chances at no extra cost. 


Introductory Offer 


ee Play the Australian Lottery now for 20 weeks 

at only $5.90 a week and get2 MOREWEEKS 
FREE (4 extra chances to win) or better yet. .. 
Play for 40 weeks and get 5 MORE WEEKS 
FREE (10 extra chances to win)! 


Savvy lottery players throughout the world 

~ know Pacific Players as one of the longest 
running, most recognized companies providing 
an international lottery service. Itis one of the 
most reputable firms in the business. Pacific 
Players prides itself in offering high quality 
service. So when you need someone you can 
trust fo make all the arrangements for you, pick 
Pacific ae Fax or mail your entry form 






























Enter the Australian Lottery today 
with Pacific Players and YOU COULD 
“BE AN INSTANT MILLIONAIRE IN 
THE NEXT 3 WEEKS! What would 
you do with $2 Million Dollars? Quit 
your job? Retire early? Take a trip? 
Build a home? OR DO ALL THOSE 
THINGS? Don't miss this golden, money 
making opportunity. Complete the easy: 
3 step entry form today! 












TAKE ACOUPLE OF MINUTES AND BECOMEA 


AUSTRALIAN 








ILLIONAIR' 


LOTTERY GIVES AWAY 


RLIFE? 


US$728 MILLION 


The average jackpot is $2,000,000.00. 
Not some of the time — all of the time! 
All that money paid out 2 times a week, 
every week! Now, with Pacific Players 
subscription service, you double your 
chance of winning millions of dollars in 
tax-free cash prizes in the weekly Tues- 
day and Saturday draws. That's week af- 
ter week — for 10 to 40 weeks in arow! 


Plus, you don't have to watch the TV 
or go to the library to check the Austral- 
ian papers to see if you've won. Pacific 
Players does all the work for you! 


Our computers check every one of 
your number combinations after every 
draw, so by the day following the draw 
we know who's won. If you win a prize 
worth over US$25,000.00 we notify you 
immediately. All other amounts are 
posted within 10 days directly to you or 
into any bank account you choose. 


Somebody's going to win all these 
millions of dollars, and if you act now, in 
just 3 weeks it could be you! Let us hear 
from you. It might just be the “move” that 
will change your life! 


ee ence cee seme Se eR em ee em nee tenn Ae sein a em set este Si, atm se see, 


re 
| x x EASY 3 STEP FAX OR 


| 
YES, | want to take advantage of this introductory offer and enter the AUSTRALIAN LOTTERY for less 
| than US$3 a chance. Rush me my sre Confirmation Certificate. showing the date my entry starts. 


-< 
MAIL ENTRY FORM xx jf 


© Circle 6 (six) numbers 
on each Game you wish to 




















play, Remember, the more 
Games you play, the better 
your chances of winning. 


@ Check (v) the number 
of weeks you wish to play. 
Get 4 FREE DRAWS 
when you play for 20 weeks 
or get 10 FREE. DRAWS 
when you play for 40 weeks, 


© Indicate your payment 























a method below and mail or 
| fax your entry today. 


























|: Please charge my credit 

card tor US$ 
UI AMERICAN EXPRESS 
a Visa 














O MasterCarp 
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Your numbers are entered in each Tuesday and Saturday Draws, giving you 2 Draws:every week, 


Number 20 DRAWS 44 DRAWS» i 90 DRAWS 
of Games (10 Weeks) (20 Weeks) | (40 Weeks) 
> ONE GAME a uss 59 |O US$ 118 236 
> TWO GAMES a $ 118 | $ 236 $ 472 
> FOUR GAMES | O $ 236 i0 $ . 472 $ . 944 
> SIX GAMES a $ 3540 $ 708 $ 1416 
> EIGHT GAMES| O $ 472 ;0 $ 944 $ 1888 
> TEN GAMES a $ 590/0 $ 1180 $ 2360 























O 1 enclose cheque/bank draft for US$__ 
payable to Pacific PLAYERS INTERNATIONAL 
YF, 15 Leichhardt St., Spring Hill, 
Brisbane, Queensland 4000, AUSTRALIA. 
E-mail: enm @ skyinet.net 


NAME: 















Automatic RENEWAL INITIAL HERE 
at the and of my subscription period, please. 

renew thy GAMES) automatically by charging 

my credit card until i notify you otherwise, 


For immediate ordering FAX:(617) 3397 3614 











ADDRESS: 








VALID ONLY WHERE LEGAL 


PHONE#:( _) 
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BUSINESS 


Staying in touch 


Before the end of summer, subscribers will be offered a mobile-phone service 
that works anywhere in the world. Who will want it? 


ELLULAR telephones contrive to be 

both wonderful things and the bane 
of modern living. Even their users are fa- 
miliar with the contradiction. It is not just 
that mobile phones can be maddeningly 
intrusive. There are lots of places where, be- 
cause of geographical remoteness or in- 
compatible technical standards, a mobile 
phone simply does not work. 

But a solution is at hand. September 
23rd will mark the launch of Iridium, the 
world’s first truly global mobile service. A 
consortium backed by the troubled elec- 
tronics giant Motorola, Iridium has cov- 
ered the world with a constellation of 66 
satellites orbiting the earth at a height of 
780 kilometres. It will be joined by two ri- 
val operators over the next couple of years. 
The second up will be another American- 
based firm, Globalstar, which expects to 
launch its service in early 1999 and is 34% 
owned by Loral, a big satellite-ccommunica- 
tions company. The third will be 1Co, a 
company that has grown out of the 
Inmarsat maritime satellite group and 
which has more than 60 shareholders, 
mostly national telecoms operators. Be- 
tween them, the three companies are 
spending an initial $12 billion or so to cre- 
ate their platforms. 

All three services will exploit recent ad- 
vances in satellite technology, such as 
lighter propellant systems and batteries 
with longer-lives, which cut both manufac- 
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turing and launch costs. But more than 
anything, it is the phenomenal growth of 
the terrestrial cellular market that has con- 
vinced companies in the space and com- 
munications business, as well as a growing 
band of investors, that there is a market for 
mobile satellite services (Mss). Since its 1PO 
in 1995, Globalstar investors have seen a 
sevenfold return on their money, while 
Iridium has trebled in value since its listing 
less than a year ago (see chart). Between 
them, the two companies have a combined 
capitalisation of more than $17 billion. 


The market for talk 


In the past few years, mobile phones have 
gone from being a business tool for senior 
executives to universality. By the end of this 
year there should be around 275m cellular 
subscribers worldwide and in another two 
years the figure could reach 500m, accord- 
ing to market forecasts. 

If only a small share of the world’s mo- 
bile users want the convenience of being 
able to make a call from wherever in the 
world they are, the prospects for all three 
consortiums would be bright. Tom Watts, 
an analyst at Merrill Lynch, an investment 
bank, estimates that with just 2.3% of cellu- 
lar users by 2007, Mss could secure 32m 
subscribers and $32 billion in revenues. 
Dresdner Kleinwort Benson, another bank, 
forecasts that by 2010 there might be as 
many as 47m Mss subscribers. 

The types of service that will be on offer 
fall into four main categories (see chart on 
next page). Although each of the three con- 
sortiums is aiming to fill a slightly different 
niche best suited to its technology and pric- 
ing, all seek a mix of services to load their 
systems and maximise revenues. The trick 
will be to avoid committing too much ca- 
pacity in the early days to “cheap” minutes, 
such as pay phones in remote rural areas. 
This capacity could be sold later to mobile 
business users willing to pay more. 

By far the largest number of subscribers 
is likely to come from the “cellular roam- 
ing” market. These are users of land-based 
cellular phones who want to be able to ex- 
tend the range of their handsets when they 





It’s crowded up there 


are travelling through areas of poor or in- 
compatible coverage. mss subscribers will 
be equipped with a dual-standard phone 
that will switch toa satellite when a ground 
connection is unavailable (Iridium’s first 
offering is a soon-to-be-superseded $3,000 
half-kilogram brick). Subscribers will pay a 
higher standing charge to their normal cel- 
lular operator and a premium on mss calls. 
Numbering will not change and unified 
billing will be standard. This week Iridium 
said it had recruited 200 distribution part- 
ners among cellular companies. 

The weakest point of ss is its inability 
to connect a call with a satellite from inside 
a building, unless the handset is near a win- 
dow. Satellites need a line-of-sight trans- 
mission path. The telephone will work in a 
car, which has only a thin metal roof, but it 
might not beside a mountain or in an ur- 
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ban canyon in Manhattan. Ico reckons 
that more than 85% of its subscribers will be 
roamers but they will be low-volume users, 
providing only a third of revenues. 

Two smaller markets are for people liv- 
ing in relatively unpopulated corners of the 
globe who need a basic mobile service or 
semi-fixed pay-phones. And the fourth ser- 
vice, which has been targeted by 1co in par- 
ticular, is for industries and government 
agencies that are highly dispersed. Fred 
Verkroost, 1co’s chief commercial officer, 
cites the million trucks that keep Brazil tick- 
ing: “We can provide a whole range of fleet 


Bouncing Boeing 


AS Boeing hired the Grand Old 
Duke of York to run its factories? In 
the autumn it could not cope with a bulg- 
ing order book and halted production 
lines for a month to complete a number 
of aircraft that were missing parts. By 
Christmas, the situation had not much 
changed: Ron Woodard, the boss of 
Boeing Commercial Airplane Group, said 
cancellations by stricken Asian airlines 
would be a welcome relief to his over- 
loaded factories—though he did not in 
fact expect any. By May, it was a different 
story. Mr Woodard was admitting that 
the Asian crisis would cause a cut of 20% 
in the production of jumbo jets. This 
week 20% became 30%. 

Asia is a big market for jumbos and 
more than 20 orders have been post- 
poned, if not exactly cancelled. Impover- 
ished airlines in the region are also 
putting existing jumbos up for sale, which 
weakens the worldwide market for new 
aircraft. Boeing’s 747 production line, 
scheduled to speed up to five aircraft a 
month from four this quarter, will now 
slow to 3.5 next spring. Similarly, Boeing’s 





communications—voice, condition of ve- 
hicle, drop and pick-up information, even 
early warning of a hi-jacking. These users 
may be low in number, but they will be 
high in minutes.” 

The generic technology that the three ri- 
vals are using is broadly similar, though the 
differences reflect trade-offs that could af- 
fect the success of their respective busi- 
nesses. Iridium and Globalstar are both us- 
ing low-earth-orbit systems, while 1co’s 
satellites will fly about 9,000 kilometres 
higher in medium-earth orbit. 1co’s ten sat- 
ellites, made by Hughes Electronics, are 
eight times more powerful, and will be able 
to provide coverage that is at least as good 
as Iridium’s 66-strong constellation and 
the 48 of Globalstar. The higher, slower 1co 
satellites reduce the likelihood of a call be- 
ing passed from one to another—when it 
might be inadvertently dropped. 

Both 1co and Globalstar are keeping 
their satellites simple by using “bent pipe” 
technology—in effect, an electronic mirror 
in the sky—to bounce the signal back to 
earth for routing and processing. 1co, with 
its fewer satellites, each with a large foot- 
print, can get away with only 12 ground sta- 
tions—the gateways that connect calls to 
the public switched telephone network 
(PSTN). To remain in contact with its satel- 
lites, Globalstar may require up to 60 
ground stations. Although the cost of 
Globalstar’s gateways is largely being met 
by partners, the company will as a result 


other wide-body, the 777, which is acceler- 
ating from five a month to seven this sum- 
mer, will throttle back to five by the end of 
next year. As this happens, 12,000 of Boe- 
ing’s non-defence employees—about 10% 
of the total—will go, one insider says. 

To make life more complicated for Mr 
Woodard, the worst may be yet to come 
for the overloaded lines making narrow- 
bodied 737 aircraft. This week his sales- 
men landed a $2 billion order from Ko- 
rean Air for 27 of Boeing’s 737s, which, 
with the stimulus to short-haul routes in 
the region from deregulation, is the one 
type of airliner in demand in Asia. Pro- 
duction of 737s will continue to rise from 
today’s 24 a month to 27 next year. 

In other words, Boeing had failed to 
manage the boom, and is now being over- 
taken by the first hint of a bust. There is 
worse. Amid the $4 billion in provisions 
Boeing has announced in the past six 
months (to cover reorganisation after the 
McDonnell Douglas merger, penalties for 
late deliveries and so on), $1 billion is to 
cover losses the company will make on 
the sale of the first 400 of its new-model 


lose revenues and some of its scope to set 
prices. In addition, 1Co is building a world- 
wide fibre belt to link its ground stations, 
thus further reducing its exposure to PSTN 
interconnection charges. 

Iridium has achieved something simi- 
lar to 1cO by building enough intelligence 
into its satellites for “in-space switching”, 
which routes calls from one satellite to an- 
other until an accessible ground station is 
found. The penalty is more expensive satel- 
lites and greater difficulty in upgrading the 
system later. That may not worry Iridium 
too much, however, because its satellites 
have to use a lot of power to maintain their 
low-earth orbits and will anyway need to 
be replaced in five to seven years (1Co's 
have more than twice the life expectancy). 

Of the three, 1co probably has the most 
elegant and robust technology. However, it 
will be last into the market. While its many 
shareholders will prove strong distribution 
partners around the world, they may find it 
hard to work together. Mr Watts of Merrill 
Lynch thinks the stakes are so much higher 
for Motorola (“they badly need a win”) and 
Loral (“it’s make or break for them”) that 
they could be more driven to succeed. 

Perhaps, though, the chief struggle will 
be to prove that mss is a technology that 
many people want. One concern is that 
Iridium, in its desire to exploit the advan- 
tage of being the first to launch, may set its 
price over-ambitiously—call charges of up 
$7 a minute are mooted. 1co will also be 


| 
737s. It has rebuilt some of these because | 
theyhad too few emergencyexitstosatisfy | 
European safety standards. (Boeing had | 
thought the new model would qualify as 
an upgrade rather than a completely new | 
aircraft requiring fresh safety certifica- | 
tion. Some Boeing people suspect an Air- | 
bus-inspired conspiracy.) 

But the company made a more funda- | 
mental miscalculation with this latest 
version of the world’s best-selling aircaft. 
It decided to compete against the rival 
Airbus narrow-bodies (the 4320 family) 
largely on price, rather than on technical 
and operational factors. The price war 
which this unleashed still goes on. Boeing 
made a net loss of $178m in 1997 and the 
Airbus consortium’s net profit fell 61% to 
DM267.9m ($154m). 

To cap it all, in choosing this strategy, | 
Boeing wrongly assumed it could cut | 
costs by 25% between 1994 and 1998. It 
failed to meet that target, even before pro- 
duction delays meant that extra overtime 
was needed and costs went through the 
roof. The way things are going, Airbus will 
take half of the world market this year. If 
this is what happens to Boeing in the 
third year of a jetplane boom, what on 
earth will happen in the downturn? 
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Fier father won't be sitting in the front row 
if be can't make the airport train on time: 


he won't make the train on time 
if he can't land on time; 


he might not be landing on time 
if not for the engineers of ABB. 











Visit the ABB World Wide Web site at 


“Today her father is working in Lyons 
Tonight, she’s playing in Oslo. So it won't be possible for them 
to be together on one of the most important evenings of her young life 
But soon, it will be. 
A few years ago, the Parliament of Norway approved a plan 
to construct a totally new international airport that would streamline service to Oslo 
It was a challenging project that presented some serious problems for the builders 
until they met the engineers of ABB who showed them how ingenious engineering 
could help provide some answers 
Now the project is underway and ABB and its partners are turning 
the new airport at Gardermoen into a reality 
New runway lighting will help make landings and take-offs safer and more punctual; 
the computerized control equipment for a new baggage handling system 
will make getting out of the terminal easier; and the associated rail connection 
will make getting home quicker 
To the Norwegian public, it will mean safer and more efficient 
travel to and from Oslo. But to the father of one young violinist, 
it will mean something far more ? 
Because on an evening when his daughter is playing 
Schubert's ‘Sonata in B Flat’, he will be there 





INGENUITY AT WORK 


http://www.abb.com 








At Novartis, it’s a question of 
Life Sciences. As the world’s 
leading Life Sciences company, 
we are applying New Skills in 
every aspect of Life Sciences 
to meet the needs of billions 
of people around the world. 
Olivia Bradley is one of 87,000 
Novartis employees in the 
fields of healthcare, agricul- 
ture and nutrition who are 
using advanced research, 
innovative technologies and 
new medicines and treatments 


to solve life’s challenges. 


Ul) NOVARTIS 


© 1998 Novartis AG 


Novartis. 
We're with you. ..for life. 


Healthcare Agribusiness Nutrition 


new skills in the science of life 
www.novartis.com 





we we See oe we we ww wo a e | 


ewes eee eee ee wenn ce ewe eee eos eae aw & oS oo Sa on oe = ew era S85 Tt | 


AALUTEL 





In a single year, this 
banker's company has 
doubled in size. 


Over the past ten years of our outsourcing relationship, we have seen Peoples Heritage 
Financial Group grow from a single-state to a multi-state operation; expand from banking 
only to banking, insurance, and other financial services; and double in assets in 1996 alone. 
No one could have predicted these changes ten years ago, but with ALLTEL's scalable 
information systems, Peoples Heritage knows that they have the flexibility to deliver the 
products and services they need today and meet any challenge that tomorrow may bring. 


wil UCEL 


° 
ALWAYS MORE THAN YOU THOUGHT 


Ci ew i a 2 Se SS eee oS eS Ske oe kee <hr eens 6 ctw aoeeaseo= 


watching Iridium’s first few months 
closely. It is planning its own stockmarket 
listing later this year. Rival though it is, an 
Iridium launch that went absolutely swim- 
mingly would do 1co no harm at all. 





Business and politics in Taiwan 
The long arm 
of the KMT 


TAIPEI 


N MOST countries voters are scandal- 

ised when they learn that a political 
party is in bed with big business. Not in Tai- 
wan—at least, not until recently. The ruling 
party, the nationalist Kuomintang (KMT) 
has itself been one of the country’s biggest 
businesses. Its commercial interests in- 
clude Taiwan’s largest holding companies. 
Its nominees include managing directors 
or chairmen in some 70 firms. Were KMT 
an ordinary company, its pre-tax profits, of 
NT$16.1 billion ($488m) in 1997 would 
make it Taiwan’s second-most profitable 
business group. 

But KMT Inc is not an ordinary firm. It is 
the fund-raising arm of the main political 
party. For most of Taiwan’s history, KMT 
was virtually the only political party, but 
the country is now more democratic and 
the party’s commercial tentacles are start- 
ing to pose problems. The crony capitalism 
exposed in South Korea and Indonesia has 
only hastened the need to change. 

Under increasing pressure to divest its 
holdings, kmT Inc is turning itself from one 
of the country’s largest conglomerates into 
its largest investment fund. It agreed re- 
cently to sell its stake in the country’s big- 
gest privately run investment bank, the 
China Development Corporation (CDC), 
and is divesting itself of China Television, 
the Central Insurance Company, and Bank 
SinoPac, a commercial bank. In their place 
come holdings of shares, mutual funds, 
venture capital and overseas investments. 
At least half of KMT’s revenue last year came 
from the sale of shares and securities, and 
its Kuang Hwa Investment arm is financ- 
ing ten companies in Silicon Valley, with 
an eye to investing in more high-tech ven- 
tures in such places as South-East Asia, Is- 
rael and the Czech Republic. 

This is in stark contrast to the KMT of 
old. When Chiang Kai-shek retreated to 
what was then Formosa in 1949, his party 
was left with its sole holding on the island: 
a producer of rubber and explosives, whose 
main claim to fame was having once 
owned Tsingtao Beer. By doling out gener- 
ous government contracts to party-owned 
companies, the KMT quickly recovered its 
commercial might. 

By the 1950s it was running sugar-cane 
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boards and making rubber, cement, min- 
ing materials and explosives. By 1960 it had 
expanded to petrochemicals. The 1970s 
brought insurance, corporate finance and 
securities margin-lending within its remit. 
Then came construction, banking and se- 
curities broking in the 1980s, followed by 
overseas expansion (from prawn farming 
in Australia to a seafood-processing factory 
in Alaska in the early 1990s) and, finally, fi- 
nancial services. The dividing line between 
business and politics was never clear. At 
one point in the late 1970s, the de facto 
head of Kr Inc, the party’s chief finance 
manager, was also the central-bank gover- 
nor and the cabinet’s chief planner. 

In 1993, the KMT made its first effort at 
reform with the creation of the Business 
Management Committee, separating cor- 
porate ventures from the party apparatus. A 
bipartisan agreement in 1996 went further, 
banning party business affiliations from 
such things as monopoly businesses, pub- 
lic-infrastructure projects and investment 
in China, pending a clear definition of 
what constitutes a party-controlled busi- 
ness. 





The entrepreneurial Chiang Kai-shek 


Nevertheless, there are continuing 
charges of favouritism, mismanagement 
and embezzlement. Most recently, in April, 
five of the KMT’s corporate executives at Yu 
Tai Industrial were investigated following 
the discovery of a missing payment of 
$100m from bartered trade with North Ko- 
rea. And last year cDC lost its bid for Tai- 
wan’s first high-speed railway partly be- 
cause the opposition raised concerns about 
its party affiliation. Pressure is ee 
last month opposition politicians passed a 
law barring party-related businesses from 
bidding on public contracts. 

In a sense, the opposition may actually 
be doing the kmr a favour. For all its em- 
pire-building it has shown no great apti- 
tude for running conventional businesses. 
It has been losing money in life insurance 
and government procurement for years. 
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And its worst firm, Chungshin Electricity & 
Machinery, had by last year accumulated 
losses of NT$11.5 billion, nearly three times 
its capitalisation. The KMT’s shareholders 
will no doubt be glad of better returns as 
the party diversifies its investments. 

And who are these shareholders? As 
KMT Inc begins to switch from corporate to 
financial assets, in the process revealing the 
huge size of its holdings, this is the question 
of the moment. Are its owners the party 
bosses, the KMT’s 2.6m members, or, as op- 
position politicians argue, the nation as a 
whole? “Many people think the KMT stole a 
lot of real estate and assets from the coun- 
try,” says one. “We think people might like 
to get that money back.” 





Parallel imports 
A grey area 


Te European Court of Justice may be 
about to slam the door on “grey-mar- 
ket” goods. In a case involving the sale of 
Austrian-made spectacles frames, the court 
is widely expected to establish a precedent 
by ruling that trademark-owners have the 
right to block imports into the European 
Union ofgoods they originally sold outside 
the Eu. The decision, due to be announced 
soon, would stop importers and retailers 
from exploiting the lower prices often 
charged for branded goods in other parts of 
the world by purchasing large quantities 
from foreign distributors and selling them 
at a discount in the Eu. The ruling is bound 
to be controversial. Some will see it as a de- 
feat for free trade: others as a victory for 
intellectual-property rights. 

If the court rules as expected, it will 
please many manufacturers of branded 
goods, who find parallel importers a grow- 
ing headache. Opportunities for parallel 
trade have grown as western firms have ex- 
panded in Eastern Europe, Asia and Latin 
America. The prices charged for well- 
known brands in these markets are often 
lower than in Europe. Grey marketeers (or 
parallel importers as they prefer to be 
called) exploit the resulting price differen- 
tial. Many retailers, even well-known 
chains, love the idea of parallel imports, 
which allow them to lure customers with 
bargains. Manufacturers, especially those 
with prestige or luxury brands, hate paral- 
lel imports almost as much as counterfeits. 

The case before the European Court is 
typical. Silhouette, a manufacturer of fash- 
ionable spectacle frames, sold a shipment 
of an outdated model to a trading com- 
pany in Bulgaria with the stipulation that 
the frames could be sold only there or in the 
states of the former Soviet Union. Some- 
how Hartlauer, a retailer of lower-priced 
spectacles (which Silhouette had refused to 
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The only grey market Silhouette would favour ; 


supply in Austria), subsequently acquired 
the frames, reimported them and an- 
nounced in an Austrian press campaign 
that it would be offering them for sale in its 
shops. Silhouette, fearing damage to its 
upmarket brand, sued to stop the sale. 

EU law dictates that a manufacturer has 
no right to restrict the subsequent sale of 
trademarked goods within the Eu after 
their initial sale. Known as trademark “ex- 
haustion” in legal parlance, this restriction 
was introduced to ensure the free move- 
ment of goods within the Eu's single mar- 
ket. It has enraged the pharmaceuticals in- 
dustry whose prices, largely dictated by 
government health systems, vary widely 
across the Eu. A lively grey market in 
branded drugs has resulted. But most other 
manufacturers have learned to accept occa- 
sional arbitraging by grey marketeers. 

They are not so willing to tolerate the 
growing grey-market trade from outside the 
Eu. In this they have the backing of most EU 
governments and the European Commis- 
sion, which have filed supporting briefs in 
the Silhouette case before the European 
Court. Still more significant, Francis Ja- 
cobs, an advocate general of the court, de- 
livered his judgment in January arguing 
that the Eu’s directive should be inter- 
preted as barring “international exhaus- 
tion” of trademark rights—ie, grey-market 
imports. The full court usually endorses the 
judgments of advocates general, and is ex- 
pected to do so in this case. 

That would be a big blow to the cause of 
free trade, argues William Cornish, a spe- 
cialist in intellectual property at the Uni- 
versity of Cambridge. Allowing firms to use 
trademark law as a trade barrier limits 
competition, especially on price, damaging 
consumer interests. “If we introduce this 
rule, we'll never get rid of it,” he complains. 
Once a company sells a product, setting it 
into the stream of commerce, it should lose 
rights to restrict its subsequent resale unless 
the product has been altered in such a way 
as to mislead consumers relying on the 
trademark. This is the view taken by the 
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United States Supreme Court. In a series of 
decisions—the most recent a unanimous 
verdict in March—it has kept the doors 
open to parallel imports. 

There are no international-trade rules 
governing trademark rights, Mr Cornish 
points out. The European Court's decision 
could provoke a wave of similar rules from 
other countries. “The Eu is such a big mar- 
ket that other countries are bound to retali- 
ate by copying us.” 

But not everyone agrees that barriers to 
the grey-market are unjustified. Manufac- 
turers and retailers often invest large sums 
in building a brand’s prestige in a region. 
Parallel imports can damage a brand's 
value—and the profits go to the importer. 
Such trade, maintains Hugh Hansen, a law 
professor at Fordham University in New 
York, “involves nothing more than free rid- 
ing by people who create nothing.” 

Opinion is divided about where con- 
sumers’ interests lie. Producers make the 
case for discrimination: consumers may 
benefit in the short term from lower prices, 
but in the long term the loss of revenue to 
brand owners will discourage them from 
investing in their brands, or from compet- 
ing fiercely with other brands. Grey mar- 
kets may also make western firms reluctant 
to sell products in poorer countries, where 
they have to accept lower prices. Most econ- 
omists are suspicious. In general, they say, 
discrimination is a way to raise profits at 
consumers’ expense. And that's bad. 





Intel 
Paranoia time 


SAN FRANCISCO 


Wes the Federal Trade Commission 
(Frc) decided on June 8th to file an 
antitrust complaint against Intel, it made 
headlines. But the more revealing news 
came in smaller type. The same day, the 
world’s largest chip maker announced a 


powerful new microprocessor for cheap 
pcs and cut its prices by up to one-third. 

It is not so much that the complaint by 
the American competition authority is a 
non-event for Intel—it isn’t. Until now, the 
chip maker had successfully avoided offi- 
cial charges of abusing its dominant posi- 
tion in the market for the brains of Pcs. 
Nevertheless, Intel’s product announce- 
ment hints at an even greater threat: ever- 
falling prices for personal computers and 
surprisingly strong competition. 

The case against Intel is much less spec- 
tacular than the government's antitrust suit 
against Microsoft. The Justice Department 
wants to box in Windows, Microsofts op- 
erating system, jeopardising the company’s 
current business model. The rrc—at least 
for the time being—is merely asking Intel to 
provide thorough technical information 
about its chips to all computer firms, in- 
cluding those with which it is in dispute. 

Sharing proprietary information in this 
way may seem odd. But computer manu- 
facturers need to know all about the in- 





nards of new chips to design their ma- 
chines. Above all, they need that 
information from Intel. The company’s 
chips account for some 80% of worldwide 
sales of general-purpose microprocessors, 
according to the Frc’s 11-page complaint. 

The agency’s ire was fueled by Intel's use 
of technical data as a weapon in its legal 
disputes with Compaq, Digital Equipment 
and Intergraph. The Frc alleges that when 
these computer makers tried to enforce 
their microprocessor patents, Intel retali- 
ated by withholding information and even 
threatening to cut off the supply of chips. 
The Frc alleges that Intel is abusing its mo- 
nopoly. If it can prevent other firms from 
enforcing their patents, these companies 
“will have little incentive to invent new 
features to challenge Intel’s dominance,” 
says William Bear, of the Frc. 

Intel does not dispute the facts of the 
case. But the company says it has done 
nothing wrong, arguing that withholding 
technical data is a legitimate tactic in dis- 
putes over intellectual property. The al- 
leged victims, note, are among Intel’s cus- 
tomers: only Digital, with its Alpha chip, is 
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-a direct competitor among them. 
Intel will probably settle at some point, 
mainly because it already has enough to 
worry about. The average selling price of its 
‘chips has dropped from $235 last year to 
“$225. Small wonder that its share price has 
- taken a beating, sliding from an all-time 


high of over $100 last August to under $70 


-= today. Users are throwing sand in Intel’s 
_ money-making machine with their grow- 
- | ing reluctance to pay a premium for PCs 
- with powerful new chips. Roughly a fifth of 
desktop computers in America are sold 
- through retail stores: of those, getting on for 
half cost less than $1,000. 
As well as depressing margins, this has 
created new opportunities for nearly for- 
gotten Intel rivals such as AMD and Cyrix, 
which was recently bought by National 


"Semiconductor. Although these firms can- 


“not compete with Intel’s high-end proces- 
sors, they offer less costly chips for the sub- 
$1,000 category. Only about half of those 
machines come equipped with Intel chips, 

_ according to Dataquest, a consultancy. 

Intel has begun lowering its prices 
somewhat more rapidly than it did in the 
past. It has also segmented its products, 
much like a car company: lines include the 
new Celeron for basic pcs, the well-known 

Pentium, and the soon-to-be-introduced 

high-end Xeon. Intel’s aim is to keep its 

overall gross margin above 50%: although 

“the firm will make less money on Celeron 


“chips than on Pentiums, it hopes to offset 


this by selling expensive Xeons. Intel will 
also extract large margins from a powerful 
64-bit chip called Merced. 

This strategy has got off to a bad start. 


Bs The Celeron was received frostily by the 


market, because it was deemed too slow. 
And last week Intel announced that Mer- 
ced would be delayed by six months until 
mid-2000 to allow more testing. Intel’s ap- 
proach could backfire if the sub-$1,000 cat- 
egory continues to grow, and its high-end 
chips fare poorly against competitors. 

Of course, there is still hope. Consumer 
v- «demand for more powerful chips could 
pick up once households have broadband 
connections to video- and graphics-rich 
Web sites, which require a lot of processing 
power. And corporate customers have al- 
ready signalled interest in machines 
_-- equipped with high-end Intel chips. 

.. However, the Frc may decide to extend 
_ itsaction, accusing the company of abusing 
__ itsdominance to enter such new markets as 
- graphic chips. The regulator could even try 
-to restrict what new features Intel adds to 
-its processors. “If the Frc is successful hav- 
_- tng Intel labelled a monopoly, that would 


"really threaten. its business model,” says 


Linley Gwennap, of Microprocessor Re- 
< port. In other words, though Intel’s busi- 


<: ness may improve, its antitrust problems 


could worsen. 
gets E] 
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Advertising 


Battle of the brand 


Big advertising agencies want to sell firms their expertise in marketing. Big- 
management consultancies have the same idea 


ERHAPS it is inevitable that advertis- 

ing, a business built on dreams, is con- 
sumed by nostalgia. Three decades ago, 
when marketing was new and wonderful, 
advertising executives sat at the chairman’s 
right hand and whispered words of mar- 
keting wisdom into his ear. Those were the 
days when Jack Wynne-Williams of the 
Masius agency famously helped a drinks 
firm called Showerings turn a sickly syrup 
into Babycham, a huge global brand—and 
was rewarded with a white Rolls-Royce. 

The golden age proved short-lived. As 
the value of brands has grown, manage- 
ment consultants have jostled with ad- 
vertising agencies for control of marketing 
strategy. Nick Jackson at Bain, an American 
consultancy, says consultants are now in- 
volved in everything from allocating mar- 
keting spending to advising on brand po- 
sitioning, pricing and service. The left- 
overs—buying media and making ads— 
may be enough for tiny adshops, but are 
meagre sustenance for such huge market- 
ing conglomerates as wrr, Omnicom and 
Interpublic. Having ‘turned themselves 
into full-service marketeers, offering every- 
thing from public relations to brand valua- 
tion, they feel they deserve to be heard. But 
it will take more than sheer size to win back 
their place at the chairman’s table. 

The struggle reflects several trends, 
which have moved marketing centre-stage 
in management's eyes. First, with inflation 

















low, the scope to raise prices limited and. 
cost-cutting opportunities already «ex- 
ploited, increasing market share has be 
come the engine of growth in profits. 
Meanwhile, marketing has become a com 
plex art. Technology and trade have ine 
creased the potential for global brands. The’ 
fragmentation. of audiences and rising 
costs of television and print advertising are 
making other media attractive. And direct: 
marketing and the Internet are rewriting: 





all the marketing rules. 
These changes are largely favouring the 
management consultants: Anthony 


Freeling of McKinsey, for example, says 
companies want to know how to use data 
about their customers to market directly to 
them. Deregulation of monopoly indus- 
tries has created a class of company that for 
the first time must compete for customers... 
Tim Breene, of Andersen Consulting, says 
that more companies now realise brands | 
are complex—so getting the distribution, | 
pricing and service right matters at least as 
mutch as a clever ad. 

If advertising agencies and marketing. 
groups are to control strategies rather than 
just make ads, Martin Sorrell, chairman of. 
wep, one of the biggest marketing services . 
groups, says they must smarten up. Mar 
agement consultants have learned to speak 
the language-of brands persuasively, but 
many agencies, he warns, substitute “cre- 
ative hip-shooting” for strategic thinking. 
Niall FitzGerald, chairman of Unilever, an 
Anglo-Dutch consumer-goods giant, ech- 
oes Mr Sorrell’s concerns: “I see an alarm- 
ing discrepancy between what our brands 
are going to need and what contemporary. 
agencies are good at.” John Nicolson, of 
Scottish & Newcastle, a British brewer, 
complains that agencies are no longer the 
guardians of their client’s brands. “All they 
are passionate about now is making the 
film and getting out the door.” 

The agencies’ weaknesses are partly a re- 
sult of their structure and billing. As agen- 
cies have broadened their services, they 
have become compartmentalised into sep- 
arate profit centres. Confused briefings and 
petty rivalries are rife. Most advertising de- 
partments are still paid by commission, up 
to a lucrative 15% of the value of the ad- 
vertising space acquired, which is. an incen- 
tive to sell expensive Tv ads. Raymond Per- 
rier of Interbrand Newell and Sorrell. 
(which, despite the Sorrell, is part of 
Omnicom) admits that firms are often sus = = 
picious of the advice given by their agen- == o 
cies. In contrast, management consultants, ; 
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who charge a fixed fee for their work, are 
regarded as more trustworthy. 

In response, the big marketing groups 
are trying to become like consultancies. Mr 
Sorrell is bringing wrP’s profit centres into 
closer contact and has shifted two-thirds of 
its total services to a fee-based system. In 
New York, Peter Georgescu, chairman of 
Young & Rubicam, also talks of change. To 
encourage co-operation he has pooled the 
accounts of the agency’s biggest divisions, 
advertising and direct marketing. Rad- 
ically for Madison Avenue, clients can tie 
their fees to the success of the marketing. 

The difficulty is persuading depart- 
ments within a large agency to co-operate. 
In addition, during booms, when commis- 
sions are high, fees are unpopular with the 
agencies. Worst of all, advertising lacks 
intellectual rigour and influence. Next to 
consultants, trained in finance and busi- 
ness, creative types look woolly. Saatchi & 
Saatchi’s first annual report, published re- 
cently, features a recording of pronounce- 


ments such as: “We want to be the hottest 
ideas shop on the planet.” Paul Twivy, for- 
merly boss of the agency Bates Dorland, 
who this year launched Circus, a British 
specialist consultancy, says that, while con- 
sultants eat at the high table, “most ad- 
vertising agencies only get as far as the mar- 
keting director.” 

The big consultancies are not perfect, 
however. Peter Mitchell, formerly market- 
ing director at Mars and Guinness, and 
now chairman of Mountain View, a spe- 
cialist consultancy, says they still tend to 
slap down an expensive, overly detailed re- 
port and walk away. And consultants them- 
selves admit they lack marketing groups’ 
direct contact with the consumer. 

This has created an opportunity for a 
new breed of small, practical specialists. In 
Britain these include Circus, which with 
McKinsey is advising the BBC on strategy 
and which also works with Scottish & New- 
castle; and Mountain View, which employs 
both management consultants and cre- 


ative types, and is working with Gallo, an 


American wine group, on its European 


marketing. In America, Levi Strauss, a blue- 
jeans maker, is increasing its use of special- 


ists like San Fransisco-based Prophet and 


Beam. Gordon Shanken, Levi’s chief mar- 
keting officer, says big marketing groups 
can be inflexible and slow: “I need a SWAT 
team with a more enlightened approach to 


brand management and nostrings.” 
The specialists want to combine the 
best features and talents of agencies and 


consultancies—creative flair and a holistic 
approach to strategy, respectively. They act 
like prime contractors, advising manage- 
ment on co-ordinating services from other 
providers. They aim to avoid the pitfalls of 
media bias, and because they are new, they 
have managed to move straight to a fee- 
based structure. Sceptics scoff that they are 
too small to matter. But in a world where 


innovation and personal relations count as 
much as size, they might do well. 








Free at last 


JOHANNESBURG 


N MOST countries advertisers are 

acutely aware of the boundary be- 
tween good taste and bad—even when 
they cross it. But in South Africa, where 
the moral conventions of the past have re- 
cently been overturned and everyone is 
rather confused, anything goes. 

Take a recent radio commercial for 
Nando’s, a chain of chicken-burger joints. 
No American firm would use the coun- 
try’s high murder rate and frequent jail 
breaks as basis for a fast-food commercial. 
But in the Nando’s ad, created by TBWA 
Hunt Lascaris, South Africa’s second-big- 
gest agency, actors playing Eugene de 
Kock, the chief hitman for the apartheid 
regime, and Moses Sithole, a serial killer, 
call from jail to order takeaways. When 
they hear that delivery will take 20 min- 
utes, they come and pick up the food 
themselves. Sales soared. 

Until 1976, television was banned in 
South Africa for fear that it might keep 
people away from church. Today, 36 sta- 
tions broadcast in 1 languages. Under 
apartheid, inter-racial and gay sex were 
taboo. Now they crop up more frequently 
in South Africa’s advertising than they do 
in that of most western countries. 

MTN, a cellular network, is currently 
running a campaign in which a young 
white man’s car breaks down in the mid- 
dle of the dusty veld. He calls his destina- 
tion to explain that he will be late, and 
starts to walk. A car pulls up. The voice- 
over explains that since choice is such a 
big thing for MTN, there will be several 
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They also keep out the rain 


endings to the commercial. Option one: 
the man is picked up by a pretty white 
woman. Two: he is rescued by a multira- 
cial group of beauties. Three: to the tune 
of the Village People’s “ymca”, a carful of 
hunky black and white men suggest that 
he sits on their leatherclad laps. 

To those who think that South African 
culture has little to offer besides beer, 
rugby and khaki shorts, the recent record 
of local advertising agencies offers a stern 
rebuke. At the Cannes Advertising Festi- 
val last year, South African firms snapped 
up seven Golden Lions out of 39 in the 


press and poster categories. Without cen- 
sorship, advertising spending in South 
Africa has grown by 15.4% a year since 
1996, making it the world’s fifth-fastest- 
growing market, according to Zenith Me- 
dia Worldwide. Total spending this year 
will be about $1.5 billion. 

Under apartheid, sanctions kept in- 
ternational firms out of South Africa and 
gave local brands easy dominance. Televi- 
sion advertising spots were allocated by 
the state broadcaster, which frowned on 
innovative or controversial commercials. 
The complete absence of a black middle 
class allowed most advertisers to ignore 
black tastes and aspirations. 

Now new brands and foreign brands 
are storming the country. Agencies are 
scrambling to employ black account exec- 
utives. No one can afford not to have cre- 
ative staff who speak Tswana and Xhosa, 
notes Sipho Luthuli, of Azaguys, an up- 
and-coming black agency. “Media plan- 
ning” companies, which hardly existed a 
few years ago, are springing up to advise 
advertisers on which lifestyle magazines 
have the most desirable readers, and 
which radio stations are considered cool 
by township youth. 

The new-found dynamism of South 
Africa’s advertising industry is robbing 
the business of its independence. For for- 
eign agencies, a sanctions-free South Af- 
rica is tempting. Hunt Lascaris is 65% 
owned by America’s Omnicom, and 
Herdbuoys, once the biggest black-owned 
agency, was bought in stages by America’s 
McCann-Erickson after 1996. Jupiter 
Drawing Room, the only locally owned 
agency amongst the country’s ten largest, 
could well be next. 
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aa: RITISH journalism is a nasty business at 
| AJ the best of times, but rarely has such joy 
been seen in the nation’s newsrooms as at 
the expected demise of David Montgomery, 
chief executive of Mirror Group Newspa- 
pers. When Axel Springer, a German news- 
paper group, announced three weeks ago 
that it was considering a bid, the guffaws 
echoed around bars all over the dispersed 
remains of Fleet Street; and when Kelvin 
MacKenzie, the tabloid genius who had 
taken on the management of Mr Montgom- 
ery’s newspapers six months earlier, re- 
signed this week, the laughter redoubled. 

Part of the reason why Mr Montgomery 
is unpopular with journalists is that, despite 
the fact that he used to be one, he does not fit 
~ in with them. He is not clubbable. He does 
not drink much. He does not make jokes. 
But the main reason is that, as a business- 
man, Mr Montgomery treats newspapers like any other product. 
Journalists have nicknamed him “Rommel” after the wartime 
adversary of Mr Mongomery’s namesake—in short, the enemy. 

That journalists should be hostile to such a man is under- 
standable. He regards them as costs, not as assets. It is more sur- 
prising that shareholders should be unimpressed; but so they 
are. Until rumours started of a takeover bid, MGN had 
underperformed the market by 26% in the previous year (see 
chart). Yet, as Mr Montgomery points out, he has produced de- 
cent profits: for the past four years, MGN’s operating margin has 
been running at between 22% and 30%. 

Mr Montgomery would like his detractors to remember that 
he rebuilt a collapsed company. He was brought into MGN in 
1992 after the previous owner, Robert Maxwell, ran it into the 
ground, plundered its pension fund, and died. The newspapers 
sales were sliding, the company was overmanned, the printing 
presses were prehistoric and losses were mounting. Mr Mont- 
gomery cut costs, remodelled the presses and turned the loss into 
a profit. 

Mr Montgomery even has a strategy. He reckons that, since 
| national newspapers are a mature market (a polite way of saying 
that total national newspaper circulation in Britain has fallen 
from 15.8m copies at their peak in 1957 to 13.8m last year), MGN 
should diversify and that the different 





FACE VALUE 


Reflections on the Mirror 


David Montgomery has run Mirror Group Newspapers like a lean, mean business. So 
why does it look as though he may be forced out? 














gional and national newspapers. So, for in- 


Century Press in Belfast produce copy for a 
new, local edition of the Sunday Mirror, a 
tactic that has increased sales by 5%; and ad- 
vertising salesforces for regional and na- 
tional titles are being merged. 

But Mr Montgomery's grand plans have 
failed to distract investors’ attention from 
the decline of the Mirror, once Britain’s 
great working-class paper, which sold 5.3m 


only 2.3m. Sociological explanations about 
the decline of the working class do not quite 
suffice: newspapers can reinvent them- 
selves, as the Daily Mail did in the 1970S, 


women’s paper. The trouble with the Mir- 
ror—and one of the reasons for Mr MacKen- 


trying to run it as a lean, mean business. Newspapers do not 
work like that, at least not readily. 

As Associated Newspapers, publishers of the Daily Mail, dis- 
covered, what in any other business would look like profligacy 
is, in newspapers, investment. Associated poaches journalists 
for huge salaries, throws money around to buy stories and out- 


bids the others for serialisations. The Daily Mail has, unlike any _ ; 


other newspaper, put on circulation year on year for most of this 
decade without cutting its price. 


Mirror, mirror on the wall 


But the Daily Mail has a big advantage over the Mirror: it an- 
Swers to a proprietor, not to the market. Lord Rothermere owns 


84% of the shares; and he remodelled the paper with his former | 


editor, Sir David English, who died this week. They started in the 
1970s, and the payback is coming only now. Even the most far- 
sighted shareholders might not have stuck with this strategy. 
Yet even taking the long view, newspapers may not be sus- 
ceptible to the normal disciplines of business. Rich people own 
newspapers not just for profit, but also for vanity and power; 
and a market distorted by non-economic motives is a difficult 
one to make money in. Look, for instance, at the price war that 
Rupert Murdoch started in Britain, and which he has sustained 
for five years. Mr Murdoch has hugely 





bits of the group should be integrated as 
far as possible. He dreams of a newspa- 
per group with a tiny core of journalists 
whose copy is adapted for use across a 
swathe of papers, upmarket and 
downmarket, regional and national. 
Mr Montgomery has put some of this 
| theory into practice. His purchase of the 
| broadsheet Independent fitted into his 
= model, but turned out to be a mistake, 
-and it has now been resold; the two re- 
- gional newspaper groups look more 
promising. He has kept staffing levels 
down and gone further than any other 
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increased his newspapers’ circulation 
and therefore his influence, but it has 
cost him millions. Maybe he thinks it 
will pay offin the long run; or maybe he 
wants a louder political voice to help 
him to retain his domination of British 
pay television. Either way, the price war 
has been one of the chief reasons why 
the Mirror has done so badly. 

The moral for shareholders and 
managers is that newspapers are a rum 
affair. Mr Montgomery would probably 
have been very successful in some other 
line of business. And he may well get the 


_ group to integrate the operations:of re- Se chance to find out quite soon. 


stance, the journalists of the newly acquired. 


copies at its peak 30 years ago and now sells 
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when it turned itself into the middle-class || 


zie’s departure—is that Mr Montgomery is 
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Europe's great experiment 


BRUSSELS, LONDON AND PARIS 


The continent has rarely offered fertile ground for young growth companies. 
But a venture-capital culture is finally taking root 


i be SILICON Valley, stories like Inter- 
shop’s—a college drop-out attracts ven- 
ture capital, then floats his software firm on 
the world’s hottest tech-stock market—must 
be a bit of a bore. Yet even California's 
jaded geniuses might find some odd twists 
to this strange tale. Technologieholding, 
the venture-capital firm which put 
Intershop together, is German. The nerd, 
Stephan Schambach, is a former physics 
student from Jena, a grubby town in what 
used to be East Germany. And, most strange 
of all, right now the world’s hottest tech 
stocks are traded not on Wall Street, but on 
Frankfurt’s Neuer Markt. 

Companies like Intershop and the jobs 
they create are still rare in Europe. The 
Neuer Markt, which specialises in high- 
tech companies, will boast just 32 stocks if 
Intershop’s upcoming flotation succeeds. 
America’s exchanges list 1,500-odd high- 
tech companies. A stunted venture-capital 
industry—that intricate network of entre- 
preneurs, investors and bankers which 
turns good ideas into growing companies 
so deftly in America—gets fingered for spe- 
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cial blame in Europe. But the industry 
seems to be shaping up at last. Suddenly, 
Europe is awash in venture capital. 

Last year, European venture capital 
firms raised $22 billion, more than double 
the figure for 1996 (see chart). More than 
half of this came from Britain. But venture 
funding rose more than 650% in Germany 
and nearly 2,000% in Sweden. Increas- 
ingly, too, this money is flowing into start- 
up companies rather than to the relatively 


Venturesome 

New funds raised by European venture 
capital and ane equity fund 
managers, $bn 





mature firms that Europe's venture capital- 
ists have favoured hitherto. Last year, ven- 
ture-capital investments in early-stage 
companies in Europe increased by 60%. 

One explanation is that Europeans are 
increasingly eager to invest in equities. Eu- 
rope’s myriad growth-company stockmark- 
ets now provide a handy means for venture 
capitalists to cash out as their investments 
mature, so encouraging them to invest 
more in young firms. Besides the Neuer 
Markt, stock exchanges in Britain, France, 
Belgium, the Netherlands and Ireland all 
have launched small-company markets, 
The Paris, Frankfurt, Brussels and Amster- 
dam markets have formed a network, 
called Euro.NM, which has attracted a total 
of 95 listings since the beginning of last 
year. Easdaq, a pan-European rival to 
Euro.NM modelled on America’s Nasdaq 
market, lists 27 stocks. 

These markets are sizzling. Since the be- 
ginning of 1997, Easdaq’s index has risen 
by 168%; Euro.nm’s has climbed by 322%. 
The share prices of two companies on the 
Neuer Markt, EM.tv and Mobilcom, a local 
competitor to Deutsche Telekom, have 
risen by 2,000% since they floated last year. 
German share valuations make Wall 
Street's seem conservative. Shares in 
Pfeiffer Vacuum, a German engineering 
company which is listed on the New York 
Stock Exchange, fetched about $35 each un- 
til the beginning of April. Then, the com- 
pany announced its intention to list on the 
Neuer Markt. At once, its stock shot to $90. 

In France, Dominique Strauss-Kahn, 
the finance minister, is seeking to convince 
his countrymen to keep less of their assets 
in savings accounts and put more to work 
on the stockmarket. A new type of life-in- 
surance policy is tax-exempt if half is in- 
vested in shares, provided that at least 5% 
goes into small-company stocks. This is 
likely to funnel billions of francs directly 
into the Nouveau Marché. 

Politicians are also playing a more di- 
rect role in financing new ventures. The 
German government's BioRegio initiative, 
begun in 1995, offered DM50m ($90m) to 
each of three winning areas—Munich, 
Rheinland and Rhein-Neckar-Dreieck—to 
help develop a biotech industry. German 
banks and investors have promised an ex- 
tra DM508m over the next five years. Com- 
panies such as Hoechst, which used to fun- 
nel their biotech investments abroad, 
particularly into America, are rethinking 
their strategies. And why not, with public 
servants like Jürgen Rüttgers? A recent 
biotech conference crowned Mr Riittgers, 
Germany’s minister for education, science, 
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research and technology, European life-sci- 
ences entrepreneur of the year. 

German venture capitalists complain 
that public-sector investors, including Mr 
Riittgers, compete with them for business. 
One of these, Deutsche Ausgleichsbank, 
which is an offshoot of the economics min- 
istry, claims to be the biggest start-up finan- 
cier in Europe. 

Falk Strascheg, the founder of Techno- 
logieholding, worries that too much public 
money is sloshing about. If his firm were to 
invest DM10m in a Bavarian start-up, says 
Mr Strascheg, the unproven company 
would be eligible for DMiom in loans from 
the federal government and a further 
DMiom from the local government. On 
top of this, the venture capitalist might ob- 
tain a public guarantee covering halfits ini- 
tial investment. Attracted by this easy 
money, says Mr Strascheg, German prop- 
erty developers have been busily turning 
themselves into venture capitalists. 


Less than worthy 


In the past, public money has not always 
ended up funding worthy projects. In 1981, 
for instance, the Dutch government de- 
cided it would guarantee up to 50% of ven- 
ture-capital investments in certain types of 
small firms. These subsidies attracted lots 
of investments: in 1984, more than a fifth of 
Dutch venture capital went to start-ups. But 
when, a few years later, these companies 
floated shares on Amsterdam's parallel 
market for small companies, there were 
plenty of expensive failures, some 
shrouded in scandal. The parallel market 
closed in 1993, and in 1995 the Dutch gov- 
ernment turned off the tap. 

Even the orthodox, private variety of 
venture capital is having difficulty finding 
the right projects in Europe. The biggest 
problem, as in Silicon Valley, is tracking 
down good managers. In Britain, a profes- 
sional entrepreneurial class is emerging as 
previous waves of venture-capital invest- 
ments mature, releasing experienced man- 
agers for new projects. Elsewhere, though, 
the obstacles are still formidable. 

One reason why good American man- 
agers are so willing to leave comfortable 
jobs to run risky start-ups is the chance to 
become rich through stock-option plans. 
But these depend for their attractiveness on 
favourable tax treatment. In America, 
wealth accumulated through stock options 
is taxed as a capital gain when the options 
are cashed in. In many European countries, 
including Germany and France, options 
are taxed as income when granted, even 
though the holder may not be able to exer- 
cise the options for several years. 

Last month, the European Commission 
called for an “action plan” to remove barri- 
ers to venture capital, including a review of 
national tax regimes. But with so much 
money pouring into the industry and with 
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stockmarkets booming, the temptation will 
be to dither. That could be costly. 

Europe’s small-company markets are 
fragile. The companies listed on them are 
mostly tiny. By and large, their sharehold- 
ers are retail investors. This money, says 
one American investment banker, “lacks 


The yen 
Asian nightmares 


TOKYO 


the jaundiced eye of professional fund 
managers.” And although Europe does not 
lack capital for start-ups at the moment, it is 
still far from having an entrepreneurial cul- 
ture. Consider Intershop: the company was 
made and will trade in Germany—but its 
headquarters are in San Francisco. 


The sinking Japanese currency is causing new financial worries across East 


Asia. No respite is likely soon 


(19 ETTING bigger and bigger” is how 

Dai Xianglong, the governor of 
China’s central bank, assessed the impact 
on his own country of the rapidly weaken- 
ing Japanese yen this week. Mr Dai could 
have been speaking for all of his East-Asian 
counterparts as well. As the yen’s seemingly 
inexorable slide continues, fears are 


mounting that other Asian countries face 





yet more economic turmoil, with another 
round of currency crises to match. 

On June 11th a dollar fetched ¥142, the 
lowest the Japanese currency has been 
since June 1991 and a drop of some 40% 
since its high in April 1995. The weak yen is 
now pressing heavily on other economies. 
Most of South-East Asia’s currencies, de- 
spite their traumatic collapses against the 
dollar and European currencies since mid- 
1997, have strengthened relative to the yen 
in the past few months—which will make 
their exports dearer in Japan, their biggest 
rich-country export market. South Korea 
and Taiwan, whose more advanced goods 
compete directly with Japanese products, 
are also feeling the squeeze; the Korean cen- 
tral bank this week estimated that a further 
10% fall in the yen would knock $1.2 billion 
off of South Korea’s exports. Even in China, 
whose relatively closed economy is more 
isolated from the turmoil, the yen’s fall is 
starting to hurt (see page 22). 

All of this is hammering currencies and 
stockmarkets throughout Asia. Shares in 
Hong Kong are at a three-year low. The Tai- 
wan dollar has hit its lowest level against 
the American dollar since 1987. China is 
under growing pressure to devalue its cur- 
rency, the yuan, which would put further 
pressure on other economies, although Mr 
Dai insists that the yuan will remain steady. 

In Tokyo, the yen’s fall has drawn famil- 
iar protests from the political elite. Hikaru 
Matsunaga, the finance minister, has been 
trying to talk the currency up. Japan’s fun- 
damentals remain “stable”, he said this 
week, and the government is “ready to take 
decisive steps” (ie, buy yen in the foreign- 
exchange markets) to steady things. 

Unfortunately, the fundamentals are 
getting weaker rather than stronger. Busi- 
ness investment fell 5.8% in the first quarter 
of 1998, the Ministry of Finance said on 
June 10th. Household spending fell by 2.1% 
in May compared with the same month the 
previous year; car sales fell by 8%. Figures 
on first-quarter GDP growth, due on June 
12th, will almost certainly be negative. 

Foreign-exchange intervention, Mr 
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Matsunaga’s other remedy, is unlikely to be 
effective, as the government should have 
learned when the Bank of Japan, the central 
bank, tried to support the yen in April. This 
is one reason Japanese officials have failed 
to win promises from other countries, espe- 
cially America, to support the yen. 


Happy Americans 

Quite apart from the difficulty of accom- 
plishing this in any effective way, the Amer- 
icans, for once, are not up in arms about the 
falling yen. It suits them. By sucking in 
cheaper imports a strong dollar takes some 
of the inflationary pressure out of the 
American economy. The Clinton adminis- 
tration also knows that so long as Japan’s 
economy shows no signs of picking up and 
its financial system remains distinctly frag- 


ile—banking shares are sliding again—the 
yen has further to fall. 

With a dreadful economy come paltry 
interest rates. It is inconceivable, despite 
the desires of many Japanese politicians, 
that the Bank of Japan can put up interest 
rates for a long while yet; indeed the Bank 
of Japan is pondering whether to cut short- 
term rates from their present 0.5%. Long- 
term interest rates have also been falling 
sharply of late, and may have further to fall. 
In contrast, America’s economy is rattling 
along ata fair old pace and most think that 
short-term interest rates are likely to rise. 
These interest-rate expectations work in fa- 
vour of the dollar and against the yen. 

The comparison with America aside, 
the absolute level of interest rates has fallen 
to unprecedented levels. The yield of the 


= a. 
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benchmark long-term bond hovers around 
1.2%. For Japan’s hard-pressed savers and 
its underfunded pension schemes, that is a 
woefully inadequate return. Since April, 
deregulation has made it easier for capital 
to flow abroad in search of better yields. 
Flawed statistics on portfolio flows make it 
hard to tell how much it has done so, but 
institutional investors polled by J.P. Mor- 
gan, an American bank, planned to in- 
crease their holdings of foreign securities 
by more than 50% this year. That, too, will 
add to the pressure on the yen. 

How much further will the yen sink? 
The government's ¥16 trillion ($113 billion) 
fiscal package might begin to stimulate the 
economy by late summer and early au- 
tumn. Unfortunately, points out Russell 
Jones, an economist at the Tokyo branch of 





Down under 


SYONEY 


T HE lucky country may be running out 
of luck. For the past decade, Australia 
has been one of the rich world’s fastest- 
growing economies, thanks in part to the 
booming markets of East Asia on its door- 
step. Now, however, its neighbours are in 
deep trouble, driving Australia’s currency 
literally down under. 

Worries about the country’s depen- 
dence on Asia pushed the Australian dol- 
lar to a 12-year low of US$0.58 on June 
10th, down 25% since the end of 1996. In 
part these worries are justified. More than 
60% of Australia’s exports go to Asia, 
equivalent to almost 10% of its Gop—the 
biggest share of any rich country (see 
chart). Thus the economy stands to be hit 
hardest by the slump in Japan and the 
rest of East Asia. In the four months to 
April exports to South-East Asia fell by 
24% on the same period a year ago, and 
exports to South Korea dropped 15%. 

Minerals, wool, food and live animals 
account for two-thirds of Australia’s ex- 
ports, so the economy is also being bat- 
tered by weaker commodity prices. The 
current-account deficit is forecast to 
widen to between 5% and 6% of GDP this 
year. This is the main source of pressure 
on the Australian dollar. 

Earlier this decade, in Paul Keating's 
days as prime minister, the government 
was keen to stress that Australia was part 
of Asia. Now, policymakers are emphasis- 
ing the ways in which Australia is differ- 
ent from its neighbours—and therefore 
less likely to suffer a financial crisis. One 
big difference is that Australia, unlike the 
East Asians before their currencies 
plunged, has a floating exchange rate 
which can adjust smoothly to market 

ressures. In contrast, the East Asian 
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countries’ policy of pegging their ex- 
change rates to the American dollar made 
their currencies susceptible to speculative 
attack and hence a “currency crisis”. 

The slide in the Australian dollar has 
revived memories of 1986, when it hit an 
all-time low of US$0.571 after Mr Keating, 
then the country’s treasurer, warned that 
without better economic policies Austra- 
lia could become a banana republic. But 
economic circumstances today are very 
different. In 1986, underlying inflation 
was running at almost 10%, against 1.5% 
now. Then, the budget was in deficit; this 
calendar year, a small surplus is expected. 
And the banking system is much health- 
ier now than in the 1980s, when financial 
liberalisation spurred reckless lending. 

Indeed, the drop in the Australian 
dollar today is much less alarming than 
the fall of the mid-1980s, when its trade- 
weighted index declined 40% in the space 
of 18 months. Over the past year, in con- 
trast, its trade-weighted value has hardly 


Unlucky 
Exports to Asia 
as % of total exports, 1997 
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budged, because the currencies of three of 
Australia’s most important trading part- 
ners—Japan, New Zealand and South Ko- 
rea—have also tumbled against the Amer- 
ican dollar. 

How much of a dent is Asia’s slump 
making in the Australian economy? On 
the surface, very little. Its GDP grew at a 
robust annual rate of 5.3% in the first 
quarter of this year, the fastest growth 
among the main industrial economies. 
But look closer. Domestic demand was 
flat, while net exports fell. More than the 
whole of the increase in Gp? reflected an 
enormous build-up of stocks. In other 
words, producers were caught out by a 
sudden drop in sales. This implies that 
output will slow sharply over coming 
months as firms slash stocks. 

Many economists are starting to 
worry that the weak dollar will push up 
inflation, leaving the central bank no 
room to cut interest rates if the economy 
slows abruptly. It may even be forced to 
raise interest rates to support the dollar. 
For a government that is likely to call na- 
tional elections later this year, slow 
growth, higher inflation and maybe even 
higher interest rates are likely to prove an 
awkward mix. 
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“Lehman Brothers, although the package is a 
big one, the size of the hole in private de- 
“(mand that it is being asked to fill is getting 
bigger by the day. There are mutterings in 
‘the market that, unless the government 
bites the bullet and pursues serious struc- 
tural reform, especially of the country’s 
rickety banking system, a dollar might fetch 
¥200 in the not-too-distant future. For the 
rest of Asia, that is the stuff of which night- 
mares are made. 

St 





: Housing finance in India 
Hitting home 


MUMBAI 


| arse Indians find it ironic that 
whereas 50 years of socialism made 
owning a home an impossible dream, cap- 
italism may make that dream come true. 
Last week, in an otherwise dismal budget, 
the national government unveiled prom- 
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ises to build 2m homes this 
year, scrap an archaic social- 
ist land law and offer tax 
sops to home buyers and de- 
velopers. All this has raised 
hopes that homes will be- 
come affordable at last—and 
that a housing boom will 
spark an economic revival. 
That may be optimistic. 
India’s property market 
is heavily state-controlled. 
One law, meant to discour- 
age profiteering, forces ur- 
ban landowners to hand 
over land above a prescribed 














centre's; repealing the law re- 
quires support from 23 state 
governments as well as the 
national parliament. Only 
two states have backed the 
idea so far. 

Two other things need to 
happen as well if the housing 
boom is to occur. One is that 
India’s rent-control daw, 
which has killed the market 
for rental housing, must be 
reformed. Over 40,000 
apartments in Mumbai 
alone lie empty even as 7m 
people live in slums. The 








ceiling (500 square metres in 

Mumbai) to the government. Ram Jeth- 
malani, the new urban-development min- 
ister, calls the law “totally useless”. He 
thinks that building on 40,000 acres 
(16,000 hectares) of such sites could help 
meet the shortfall of around 7m urban 
homes. But since land and housing fall 
within the states’ jurisdiction as well as the 


-state government in Delhi 
decided in 1996 to bring in market rents, 
but tenant groups are challenging this in 
court. In April, keeping a promise made be- 
fore the February election, the state govern- 
ment allowed Gnly a 5% rise in rents in 
Mumbai; the decision to free rents has 
been put off until next year. 

One reason for optimism is that the 
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OST self-respecting money 
managers can’t wait for 
the euro. As they toast the new 
year, Europe’s new currency 
will, in effect, turn 11 Euro- 
pean nations’ stockmarkets 
into one enormous hunting oO 
ground—territory they can stalk “7 
without worrying about currency 
risk. What a chance to express their killer 
instincts, and look really, really good. 

Or could it be that stock pickers are 
keen on the euro because they hope it will 
make them look good even if their in- 
stincts are not so deadly? This is at least a 
possibility. A report published by the 
Bank of England on June uth warns that 
unit-trust (mutual-fund) managers might 
seize the chance to rewrite some history. 
They have ample room to beautify their 
records, by using different ways to trans- 
late past returns, earned in national cur- 
rencies, into euros. 

To see how this might happen, pre- 
tend the euro was launched on January 
ist 1997 with its value set equal to the ecu, 
a basket of Europe’s national currencies, 
as the real euro will be. Now, compare the 
track ‘records: of two blue-chip stocks— 
Fiat, an Italian carmaker, and Peugeot, its 
French competitor—over a period start- 
ing before that date and ending after. Fiat 
shares outperformed Peugeot's over the 
period--when: lire and francs are con- 
verted into euros at the rates that would 
have prevailed on January 1st 1997 (see 
left-hand chart). But use a different and 





Measure for measure in Euroland 
Pat 
w i 
T 
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equally justifiable conversion 
technique, restating both com- 
panies’ weekly share prices in 
a third currency, the German 
mark, and then translating 
their p-mark prices into euros, 
and Peugeot appears to have 
been the better buy (see right- 
hand chart). 

Datastream/icv, the company which 
plotted these charts, says it could have 
prepared them in three other ways as 
well. It could have kept both companies’ 
share prices in their old national curren- 
cies, translating the new euro prices back- 
wards into lire and francs; it could have 
used the ecu as a proxy for the euro 
throughout the period; or it could have 






calculated the euro backwards. syntheti- 
cally, as if it had always existed. Each of 
these methods would give investors a dif- 
ferent picture of past performance. 

“This is distinctly: non-trivial,” ‘says 
Dugald Eadie, a director at a British fund 
manager, Henderson Investors, and 
chairman ofa commission on measuring 
performance that advised the Bank of 
England. To try to prevent marketing ` 
abuses, Mr Eadie’s: commission recom- 
mends that past records should be con- 
verted to euros tising the exchange rates at 
the euro’s launch (the method that flatters 
Fiat), but urges that investors be warned 
that the time-series data may not be com- 
parable. Datastream’s Glenn Bedwin con- 
cedes, “There’s always the possibility that 
an individual private investor will get 
himself confused.” On that point, at least, 
there is absolute clarity. 
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` Bharatiya Janata Party, which controls the 
national government, also governs Mum- 
bai and Delhi, where the housing shortage 
is most acute. Should both these govern- 
ments succeed merely in freeing new rent- 
als (leaving old tenancies rent-controlled), 
the benefits will be huge. Millions of people 

“will be able to rent homes rather than hav- 
ing to buy, which will release savings for in- 
vestment in small businesses. 

The other necessary change is to allow 
institutional investment, including foreign 
money, to flow into housing. At present, 26- 
odd mortgage banks dominate housing fi- 
nance. The property crash—prices for flats 
in Mumbai and Delhi are down 30-40% 
since 1995 (see chart on previous page}—has 
hurt few of them, since they lend largely to 
home-buyers rather than to developers and 
often lend less than half a property's value. 
If the rental market opens up, these banks 
will have to lend to developers, which will 
expose them to the risk of falling prices. 

-Inthe past, developers relied on infor- 
mal sources of finance—including advance 
“payments from home buyers—and rarely 
qualified for bank loans. The mortgage 
banks are not prepared to lend to them, 
and cannot, anyway, raise the 290 billion 
rupees ($6.9 billion) that the housing mar- 
ket may need between now and 2001. For- 
eign investment could provide the capital. 
But the government is reluctant to let it. Mr 
Jethmalani’s promise to make homes af- 
fordable could remain an empty boast. 








Bond trading 
Blind faith 


O ONE would buy a house without 
knowing what the last house in the 
neighbourhood sold for. Buyers in the 
bond markets, however, must do exactly 
that. Unlike share trades, bond trades are 
often not reported publicly, so an investor 
has no sure way to know whether the price 
quoted by a broker accurately reflects the 
current market. Save for the market in 
American Treasury bonds, where a private 
. system called Govpx provides real-time 
_ prices to subscribers, buying a bond is truly 
 anvexercise of faith. 
Bond dealers say they are all for chang- 
ing this. For example, the International Se- 
<- curities Market Association, based in Swit- 
-gerland, announced in January that it 
would develop a system to offer real-time 
< prices for Eurobonds and internationally 
~ traded government bonds by the second 
„quarter of 1999. But making bond trading 
< transparent is easier said than done, as re- 
- centevents in Canada have made clear. 
_. Since 1992, the Canadian Investment 
_ Dealers Association has been trying to cre- 
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ate a real-time price-information system 
for Canadian government bonds and trea- 
sury bills. At present, this information is in 
the hands of Canada’s seven inter-dealer 
brokers, firms which handle trades for 
bond dealers and banks in order to keep 
the transactions anonymous. Inter-dealer 
brokers have the only trading systems in 
the Canadian bond market and are the pri- 
mary source of real-time price information. 
So if the Investment Dealers Association’s 
information system, CanPx, is to offer com- 
prehensive price data, it needs their help. 

Six of the inter-dealer brokers agreed to 
lend a hand, but with one big condition: all 
of their competitors must provide price 
data as well. If any inter-dealer broker were 
to keep its prices secret, they feared, it might 
gain a competitive advantage. The trouble 
is, one of the seven inter-dealer brokers, the 
local subsidiary of Cantor Fitzgerald, an 
American firm, already had a contract to 
sell its price information exclusively to 
Reuters, an information service. It cannot 
supply Canpx. 

With Cantor Fitzgerald on the sidelines, 
three of the other inter-dealer brokers have 
refused to join Canpx. The Investment 
Dealers Association asked the Ontario Se- 
curities Commission, the market’s main 
regulator, to force other main inter-dealer 
brokers to join in, but the commission has 
not done so. So when its system finally is 
launched—a move the association says is 
“not imminent’—Canpx will be able to of- 
fer bond buyers only partial information 
on prices. Success will be an uphill battle. 

Meanwhile, investors in Canadian 
bonds, like most bond investors around 
the world, continue to suffer from a murky 
market, which means higher spreads and 
less liquidity. More transparency would be 
welcomed by all. But with two information 
suppliers competing to offer transparency, 
the end result may be that there is less of it 
to be had. 
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American banks 


Wells's bells 


O COMMON have grand financial 
marriages become in America that they 
are losing their power to shock. Four of the. 
five largest banking get-togethers of all time 
have taken place there, all of them since 
April. It certainly came as no surprise that 
Wells Fargo, based in San Francisco, was- 
party to the latest wedding announcement 
on June 8th. A troubled previous marriage, 
to Los Angeles rival First Interstate, had ex- 
posed it to the risk of takeover, and it grew 
nervous as it watched other banks go from ` 
merely big to huge. Less expected was-its 
choice of bridegroom. 
Wells is pairing with Norwest of Mins. 
neapolis in a $32 billion merger. Analysts 
had expected it to tie the knot with us 
Bancorp, Norwest’s crosstown rival. us. 
Bancorp seemed a better fit. Like Wells, it 
has an aggressive, transaction-based cul 
ture and has focused on alternative deliv- 
ery channels, such as the Internet. But its 
chairman, John Grundhofer, and Wells's. 
boss, Paul Hazen, are not the best of bud- 
dies. Mr Grundhofer lost out to Mr Hazen 
for the top job at Wells in 1995. Their rela: 
tionship worsened when us Bancorp, then 
known as First Bank System, tried: and 
failed to save First Interstate from Wells’ 
hostile clutches in 1996. ae 
By contrast, Norwest, which aggres- 
sively pushes traditional retail products, 
such as mortgages and consumer loans, 
through a huge network of non-bank of > 
fices as well as bank branches, has a mark- 
edly different culture from Wells Fargo’s. 
Although Wells has escaped Mr Grund- 
hofer’s embrace and is in theory an equal - 
partner with Norwest, Norwest is clearly in 
the driving. seat. Richard Kovacevich, its 
boss, will be the merged bank's chief execu- 
tive. He will be running America’s seventh- 
largest bank, with 20m customers and'as- 
sets of $190 billion. ; 
For Wells, that is the price that must be 
paid to put a line under the torments (see 
chart) that followed its botched takeover of = 
First Interstate. Its attempt to crunch the -: 

















FINANCE AND ECONOMICS 


two banks together in a few months led to 
administrative cock-ups and a heavy loss of 
deposits. Its return on equity, once among 
the best in American banking, was just 9% 
last year, against Norwest’s 22%. 

Bringing together two such different 
banks will not be easy. The planned annual 
cost savings of $650m are modest, as the 
two banks have little overlap. But Wells's 
businesses are batched by product while 
Norwest is organised on geographical 
lines, making the merger tricky. The banks 
say they will take three years to merge fully 
in order to avoid systems glitches and a 
drop in customer service. “Norwest's focus 
on service may be just what’s needed to 
right Wells’s wrongs,” says Sean Ryan, an 
analyst at Bear Stearns. 

us Bancorp insists it can compete 
alone. This week, in a carefully timed sign 
of strength, it said it will buy back $2.5 bil- 
lion of its shares. But few doubt it is still 
looking for a partner. It and a handful of 
other large regional banks, such as Wach- 
ovia, Fleet and BankBoston, still have envi- 
able franchises, but questions about their 
ability to compete with the new nation- 
wide giants are growing louder. 

It is just possible that this week's deal 
may be the last of its size for a while. Be- 
cause of the millennium computer-bug 
problem, banks that strike merger agree- 
ments any later than now will be faced with 
an awkward choice: postpone linking com- 
puter systems for over a year, or rush the job 
and hope for the best. Other prospective 
brides and bridegrooms might prefer to 
put off the big day—at least until 2000. 





Russia's finances 
Taxman in a tank 


MOSCOW 


USSIA’S biggest companies, monsters 
such as Gazprom, Lukoil, and United 
Energy Systems (UES), tend to regard paying 
tax as a matter for negotiation. In return for 
political favours, they kick in enough 
money to keep the government running. 
Not any more—if Russia’s new tax col- 
lector, Boris Fedorov, has his way. He has 
already ordered the country’s so-called 
“oligarchs”, the dozen or so industrial 
bosses who control vast swathes of the 
economy, to start paying taxes properly, re- 
gardless of whatever deals they may have 
struck with the government in the past. In 
the case of Gazprom alone, he says, billions 
of roubles a month are missing. He claims 
to have told Rem Vyakhirey, its boss, and 
Anatoly Chubais, the former finance min- 
ister who now runs UES: “You guys aren't 
paying taxes. We'll arrest you, we'll take 
your property, we'll make your companies 
bankrupt.” 
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` Hidden history 


MOSCOW 


ee. statistics always were a highly 
political business. Measured in the 
appropriate way (by weight, for exam- 
ple), the output of the Soviet economy 
could be made to look much more im- 
pressive than it really was. Under capital- 
ism, or what passes for it in Russia, the 
country’s statistics tend to work the other 
way round, understating rather than ex- 
aggerating the country’s performance. 
These days, you see, the aim is to fool the 
tax man, not the central planner. 

That may soon change. On June 10th 
Russia’s president, Boris Yeltsin, sacked 
the head of the government statistics ser- 
vice, Yuri Yurkov. The day before, he and 
a bunch ofsenior colleagues had been ar- 
rested for helping big companies evade 
tax. Massaging state statistics about out- 
put, the government says, helped make 
the companies’ own under-reporting of 

sales and profits more credible. Alleg- 
| edly, it was also lucrative for Mr Yurkov. 
Police say they found $1m in cash in his 








OUTPUT 


apartment. Mr Yurkov, who is in deten- 
tion, has made no public statement. 

The case could cast some interesting 
light on the performance of the Russian 
economy. Official statistics show that 
Russia is barely growing after years of de- 
cline. But market-research data, anec- 
dote and simple observation all suggest 
that the economy has recovered from the 
post-communist crunch a bit more 
smartly. If Mr Yurkov comes clean about 
his office’s statistical methodology, Rus- 
sia just might look a bit less gloomy. | 
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His potential victims are rattled. Their 
tame media outlets have been denouncing 
the burly (some say thuggish) Mr Fedorov as 
a political flop (before he has even started), 
even raising the spectre of Stalin’s terror of 
the 1930s. Mr Fedorov revels in this: it is a 
sign, he says, that the rich and powerful are 
finally to be brought within 
the law. However, his imme- 
diate need is to restore the 
credibility of Russia’s very 
wobbly public finances in 
the eyes of financial markets. 

This has yet to happen. 
Russia’s stock market fell 
6.2% on June 10th and 4% 
more on June 11th, following 
a rally of around 20% last 
week. That still leaves shares 
down about 54% this year. 
Investors are betting that the 
West will bail Russia out if 
necessary, but are increas- 
ingly worried that it will not. 
This week two rating agen- 
cies down-graded Russia’s 
debt. A meeting of finance ministers in 
Paris produced kind words for Russia’s 
new prime minister, but no cash. 

Mr Fedorov's main aim is to collect 
more income tax, which he says currently 
produces only a measly 10-13% of the tax 
take. The most visible target is,the rich. “All 
famous people will be checked,” he warns. 
This includes prominent politicians such 
as Vladimir Zhirinovsky, who, says Mr Fed- 
orov, went “berserk” when the tax inspec- 





Tough talker 


tors called. The minister goes on, noncha- 
lantly: “I said, ‘Why are you screaming? Do 
you have something to hide? ” 

Tougher collection—including a raid 
on a block of luxury flats in Moscow on 
Monday—will certainly improve things. A 
fairer, simpler tax code would add a badly 
needed dose of moral au- 
thority to the fearsome Mr 
Fedorov’s operatives. 

But the biggest problem 
is political backing. Putting 
Russia’s most powerful peo- 
ple behind bars, or freezing 
its biggest companies’ bank 
accounts, would need leader- 
ship of a kind scarcely seen 
in post-communist Russia. 
Mr Fedorov is undaunted. “I 
will act as if I have all the 
backing in the world,” he 
says. “I'll always be like a 
tank heading in a certain di- 
rection.” By autumn, he 
vows, the results of his tough- 
ness will be evident in the 
government's receipts. 

All good news, particularly for invest- 
ment bankers in Moscow, who have bet 
heavily on Russia’s return to financial 
health. There is just one snag: Mr Fedorov 
has them in his sights too. Expatriates in 
Moscow, he reckons, earn about $5 billion 
a year, and pay another billion to Russian 
landlords in rent, of which almost none 
goes to the taxman. Not as yet, that is. 
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offshore bank while you are living overseas. 
To help you see if you could benefit from this, try answering the following questions: 

ow sn 1. Will you be overseas for a FULL UK TAX YEAR? YES Q NO J 
= 2. Do you have SAVINGS IN THE UK? YES O NO Ñ 
3. Do you have PROPERTY IN THE UK? YES (} NO L] 


4. Do you have any INVESTMENTS IN THE UK? YES I NO =] 


if you ticked ‘yes’ to the first two questions and one other, there’s a good chance you may. 
have a tax liability you could legally reduce by banking offshore. : 


To find out more, contact Midland Offshore now, for a free copy of our brochure 
‘How to minimise your UK tax bill’ and details of the many benefits Midland Offshore can provide. i 
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Midland Offshore 


Member HSBC Group 


Making your money work harder 
a ve Call 44 1 534 61 61 1 1 i Jo: Midland asin aa ne ea. ee fey 50, Channel a island 


24 hours a day ~ Please send me my copy of “How to minimise your UK tax bill” 


Fax 44 1534 616222 ` „Nationality 
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A hitchhiker’s guide to hedge funds 


The villains of global finance deserve a better reputation 


AHATHIR MOHAMAD, prime 
minister of Malaysia, called them 

the “highwaymen of the global econ- 
omy”. Others have described them as 
“buccaneers” and “gunslingers”. Modern 
currency crises—the fracturing of Eu- 
rope’s exchange-rate mechanism in 1992, 
the Mexican peso crash in 1994, the col- 
lapse of East Asia’s currencies in 1997, 
and the recent attacks on the Russian rou- 
ble—are often blamed on them. By plac- 
ing aggressive bets on currencies, the ar- 
gument goes, hedge funds destabilise 
financial markets and drive fragile econ- 
omies to the wall. Many politicians clam- 
our for greater regulation. The more ex- 
treme suggest that the world would be 
better off without them. 





equity prices, and then borrowing money 
to buy particular shares they deemed un- 
dervalued, these funds “hedged” their po- 
sitions so as to prosper whichever way the 
market moved. Hence the name. 

Modern hedge funds are a far more 
eclectic group. They share only one im- 
portant characteristic: compensation 
strategies. Typically, hedge fund manag- 
ers are paid a modest management fee, 
but receive a hefty 15-20% or so of any 
profits the fund makes. Some critics, in- 
cluding the most noted hedge-fund man- 
ager of all, George Soros, argue that this 








estimate (see chart) there are about 1,200 
hedge funds worldwide, of which only 
about 60 are macro funds. Altogether, 
hedge funds have about $118 billion un- 
der management, with macro funds con- 
taining approximately $30 billion. 

That may sound a lot, particularly if 
hedge funds leverage their capital. But 


-consider that the assets of rich-country in- - 


stitutional investors exceed $20 trillion. 
Hedge funds are bit players compared 
with banks, mutual’or pension funds, 
many of which engage in exactly the same 
types of speculation. . : 


Follow the leader 


Some critics have suggested that hedge 


funds are disproportionately important 
because other investors follow their lead. 
The rmr’s study finds that this 





Fe 


It is easy to see why hedge 
funds are hated. By accepting 
money from limited numbers 
of very rich individuals or in- 
stitutional investors, and (in 
many cases) by basing them- 
selves in places where regula- 
tion is lax, hedge funds escape | | 
the standard reporting re- 
quirements faced by mutual 
funds. This makes it hard to 
gauge hedge funds’ size or un- 
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derstand their strategies. Their 





most publicised activities, 
such as using derivatives to speculate 
heavily on interest-rate or exchange-rate 
movements, are hardly the kind of activ- 
ity that will endear them to politicians. 
But much of the opprobrium hedge funds 
face is based on ignorance. As a new study 
by economists at the International Mone- 
tary Fund* shows, many of the charges 
laid against them are incorrect. In gen- 
eral, the IMF reports, hedge funds make 
financial markets more stable, not less so. 
The term “hedge fund” dates from the 
early 1950s. Initially, it described collec- 
tive investment vehicles, often organised 
as private partnerships, that specialised 
in combining two investment tech- 
niques, short sales (borrowing a security 
and selling it in the hope of being able to 
repurchase it more cheaply before repay- 
ing the lender) and leverage (buying se- 
curities with borrowed money) in a way 
that reduced risk. By shorting a basket of 
stocks to protect against a general drop in 


* “Hedge Funds and Financial Market Dynamics”. IMF 
Occasional Paper 166. May 1998. 

** “Hedge Funds and the Asian currency crisis of 1997". 
By Stephen J. Brown, William N Goetzmann and James 
Park. NBER Working Paper No 6427. February 1998. 


structure creates incentives to take inordi- 
nate risks, because managers share the up- 
side if the risks pay off but not the 
downside should the risky strategies fail. 
However, the fact that many hedge-fund 
managers put their own capital into their 
funds may mitigate this risk. 

Some hedge funds pick individual se- 
curities in a very traditional way. Those 
denounced by politicians do something 
different. These “macro hedge funds” like 
to take positions in currencies, usually 
unhedged, based on an analysis of vari- 
ous countries’ macroeconomic funda- 
mentals. If a country’s economic policies 
look inconsistent, and its ability to sus- 
tain its exchange rate is questionable, the 
funds take a bet on devaluation, usually 
by selling the currency short. 

The «mF researchers, led by Barry 
Fichengreen and Donald Mathieson, 
find that these “macro funds” are not to 
blame for currency crises. For a start, there 
are relatively few funds, and the amount 
of money they control is small. Precise 
numbers are impossible to obtain as the 
funds are not subject to rigorous report- 
ing requirements, but according to one 
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may have happened in. the 
1992: European crisis, when. 
hedge funds were the first to 
sell certain currencies short. 
But it finds no evidence that 
hedge funds were similarly 
far-sighted in Mexico in 1994 
or in Asia last year. Ifanything, 
hedge funds trailed the pack. 
Most hedge funds’ forward 
sales of the Thai currency, the 





international banks: had bet 
that the baht would collapse. 

Equally mistaken is the idea that 
hedge funds’ actions are always desta- 
bilising. Hedge funds have more freedom 
than other institutional investors, allow- 
ing them to take more contrarian. posi- 
tions. Nor are there internal controls that 
might force them to sell into a tumbling 
market. There is evidence that hedge-fund 
purchases helped support the Indonesian 
rupiah last autumn, when other investors 
were dumping the currency. 

Another recent study published by the 
National Bureau of Economic Research** 
uses careful statistical analysis to examine 
the role of hedge funds in the Asian crisis, 
particularly their impact on the Malay- 
sian ringgit. Hedge funds did take large 
positions in the ringgit and other Asian 
currencies last year, and the actions of 
some of the largest funds do seem to have 


been correlated. But there was no. evi- 


dence that the fund managers “moved” 
exchange rates. In fact, many hedge funds 
seem to have been buying ringgit rather 
than selling. Notonlyare hedge funds less 
consequential than their reputation, but 
they are also less omniscient. 


baht, occurred in May 1997, 
well after domestic firms and: 
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4 Berkeley Executive 
Program 


SEPTEMBER 206-.0C TOBER 16, 1998 
FEBRUARY 28-MARCH 26, 1999 






[ass executives and other experts from around the world 
‘ explore immediate and emerging management challenges 
in light of global socio-cultural, political, technological, and 
economic trends. The program stresses the. following themes: 














+ The competitive arena: understanding the forces shaping 
contemporary business realities. and strategic choices 

> Strategy formulation: creating strategies that support 
corporate priorities and capture competitive advantages 

s Strategy implementation: coordinating the use of key 
resources, processes, capabilities, and people to fulfill 
the firm’s strategic goals 

naging organizational change: developing and 

orchestrating people skills and strategies thar improve the 

fiem’s versatility and performance 


cS Haas SCHOOL OF BUSINESS 


UNIVERSITY OF CALIFORNIA, BERKELEY 


* 





BE For a brochure, fax a copy of this ad with your business card to: 
Berkeley Center for Executive Development 

Haas School of Business, Berkeley, CA 94720-1900 

Fax (§10} 642-2388. Telephone (S10) 642-4735 

bced@haas.berkeley.edu hitp:/imww.baas:herkeley.edu/bced 
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SINCE 1819 OUR VISION 
s JUST KEEPS GETTING 

TODAY IT NO LONGER 

GOES UNNOTICED. 


1998 SEMINARS IN SANTA FE NEW MEXICO 


COMPLEXITY IN BUSINESS: 


ORGANIZING FOR EMERGENT STRATEGEES 



















JULY 16-17 
SEPT 17-18 « NOV 12-13 











iberate strategic processes from the unex- 
amined beliefs and assumptions that have 
become barriers to achieving your intended 
results. This seminar will look at. businesses as 
complex adaptive systems and examine how the 
interactions of ideas and behaviors drives perfor- 
mance and innovation. The seminar will present 
new strategic tools for use in your company. 
For more information, visit our web site at 
www.santafe-strategy.com or contact us at: 


SANTA FE CENTER For 
EMERGENT STRATEGIES 


2 Chamisa Drive N, Suite A, Santa Fe, NM 87505 USA 
Phone: 505/466-7901 Fax: 505/466-4012 

Email: info@santafe-strategy,com 

Attendance limited to 30 ateach seminar 










































ESCP, Paris School of Management, 
is one of the leading european business schools 
accredited EQUIS, the European label of 
“quality created by the European Foundation 
-for Management Development. 

“This recognition is no accident, the 
international outlook is ESCP tradition 
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School of Management accredited AMBAS 
a three year graduate 
management program 
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program over an 
18 month period 
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1998 GENEVA 
EXECUTIVE COURSES IN 
FINANCE 


it is vital that today’s finance professional keep 
abreast of the latest developments. For the 

past decade ICMB has built a solid reputation 
training executives from over 900 institutions 
and 84 countries in the latest risk management 
techniques. A highly renowned international 
faculty assists participants to build sophisticated 
skills which enables them to profit from complex 
challenges in a rapidly changing environment. 


Kevin Wilson August 17 - 21 
MODERN SECURITY ANALYSIS FOR PRACTITIONERS ` 


Richard Levich August 24 - 28 
EXCHANGE-RATE AND INTEREST-RATE ECONOMICS 
AND FORECASTING 


Hashem Pesaran Aug. 31 - Sept. 4 
FORECASTING TECHNIQUES IN FINANCIAL MARKETS 


Stephen Schaefer September 7 - 11 
BOND PORTFOLIO AND INTEREST-RATE RISK 
MANAGEMENT 


Anthony Neuberger September 14 - 18 
THE USE: OF DERIVATIVES IN CORPORATE FINANCE 
AND PORTFOLIO MANAGEMENT 


René Stulz September 21 - 25 
FINANCIAL RISK MANAGEMENT AND DERIVATIVES 


Gordon Ibbotson Sept. 28 - Oct. 2 
ADVANCED LARGE CORPORATE CREDIT ASSESSMENT 


Mike Staunton October 12 - 16 
EQUITY PORTFOLIO MANAGEMENT 

Philippe Jorion October 19 - 23 
GLOBAL ASSET ALLOCATION 

David Cox November 9 - 13 


QUANTITATIVE TECHNIQUES FOR FINANCIAL MARKETS 


Salih Neftci November 16 - 20 
ADVANCED MATHEMATICS OF DERIVATIVE PRODUCTS 


For our detailed brochure, please contact: 
Fabienne Scagliola or Béatrice Candolfi 
ICMB 

Av. Blanc 49 ~— 1202 Geneva, Switzerland 
Tel: +41-22/731 95 55 

Fax: +41-22/731 95 75 
http://heiwww.unige.ch/icmb/ 
e-mail icmb @hei.unige.ch » 























SALE OF SHARES IN TRUST BANK LIMITED - THE GAMBIA 


The Central Bank of The Gambia invites potential investors to register their 
interest for the purchase of shares in Trust Bank Limited. Trust Bank Limited 
is a locally incorporated commercial bank held in trust by depositors’ funds. 


As an integral part of a comprehensive reorganisation strategy, under the 
auspices of the Central Bank of The Gambia, new capital is now being 
sought through the sale of the entire share capital of Trust Bank in order to 
enhance the bank’s trading resources as well as its competitiveness, 


Registration of Interest 


Potential investors can register their interest with the Central Bank by (i) 
signing a Confidentiality Agreement, and (ii) effecting-a non refundable 
payment in favour of Central Bank of The Gambia of D1,000 for residents of 
The Gambia and US$100 for non-residents. The Central Bank will make 
available Tender Documents setting out the modalities: for the sale of the 
shares as well as comprehensive information detailing the bank’s: financial 
position to prequalified investors upon fulfilment of the above terms and 
conditions. 


Registration of Interest and payment should be submitted to the Central i 
Bank, clearly marked “Sale of Shares of Trust Bank Limited” not later than 
Tuesday 30 June 1998 at the following address: 


For more information and registration forms, contact Mr J. A. Bayo, General 
Manager, Central Bank of The Gambia on the above numbers or Mr Peter 
Smith, Deloitte and Touche - Gambia, on (220) 395830. ah Bi I e 








CENTRAL BANK OF THE GAMBIA 






















Central Bank of The Gambia 
1-2 Ecowas Avenue 
Banjul 
THE GAMBIA 


Tel: (220) 228118 or 229023 - Fax: (220) 226969 




















WORKING BETTER 
IS PART OF 
THE DEAL. 


We design travel 
goods for frequent 
business travelers. 
Our traveler’s 
briefcases double 
as laptop bags. 
We'll show you 
how to increase ` 
your bag’s capacity. “™ 
by using simple organiz- — e 
ers, and how to beat the two-bag limit. Tell us how you 
want your case to work for you, and we'll show you how 
to get it done. We sell direct internationally from our San 
Francisco workshop. Please call for our free catalog. 
Above: Traveler's Briefcase. Walnut or black leather. 

Various sizes. $750. to $1050: Glaser Insiders™ dividers optional. 


GLASER DESIGNS 


< Travet Goons MAKERS 
32 OTIS ST. SAN FRANCISCO, CA 94103 
(PHONE 415-552-3188 FAX 415-431-3999 
234-1075 ECON@GLASERDESIGNS.COM 































































































Food fights 


SCIENCE AND TECI 


“Genetically modified” plants are already commonplace in America. Euro- 
peans would be better off if they embraced them with equal enthusiasm 


GRICULTURE is war by other means. 
Lots of creatures want to eat the crops 


that people grow for their own consump- 
tion, and fighting them off is a never-end- 


ing task. Meanwhile, the crops themselves 
have been turned into things so far re- 
moved from their hardy natural ancestors 
: that without the cosseting of irrigation and 
‘fertilisers, most would struggle to survive. 
One answer to these problems is yet 
more selective breeding to obtain the best 
mixture of yield and viability. Such breed- 
„bing usually involves no more than reshuf 
«fling the existing genetic pack. Over the past 
decade, however, plant breeders have 


worked out how to sharp a few extra 


trumps, in the shape of genes from other, 
~ often unrelated organisms, into that pack. 
These new genes can engender desir- 
able characteristics such as delayed ripen- 
ing (to allow time to deliver fruit to super- 
markets) and delayed rotting after ripening 
(to prolong shelf-lives). They can eliminate 
the need for dyeing by adding colour to 
natural fibres before they are even picked. 
«They can reduce the demand for fertilisers 
-c by allowing plants to pluck the nitrogen 
» they need to make proteins directly from 
the air instead of sucking it from the 
soil, They can confer resistance to spe- 
>< tific- insect pests and fungi. And, 
= more subtly, they can confer resis- 
tance to herbicides—which can 2 
: then be used freely to clobber weeds. 


The results—so called “genetically W 


modified cael or GMOs—are ex- 
tremely popular with farmers. Around two 
dozen varieties of genetically modified 
_-- seeds, including maize, soya, rape, potatoes 
_ and cotton, have already been approved 
< for planting in America. More are in the 
_ pipeline. The American Soybean Associa- 
tion estimates that 30% of the country’s 
| Soya acreage, 25% ofits maize and 40% ofits 
¿cotton will be-planted with genetically 
- modified seeds this year. Around the world, 
some 1am hectares (30m acres) were 
: planted with modified seeds in 1997, up 
_ from just 2.5m in 1996. 

_ The seed companies, too, are pleased. 
irms such as Monsanto of America and 









ARH 1998 


AgrEvo of Germany, which sell matched 
sets consisting of herbicides and seeds spe- 
cifically bred to resist them, hope they are 


‘on toa self-perpetuating profit machine. 


Consumers, however, particularly Eu- 
ropean ones, seem less thrilled—though 
their objections appear to be rooted as 
much in a general revulsion at the idea of 
geneticists mucking around with the stuff 
of life as in a fear of being subtly poisoned. 
A poll published by the Guardian newspa- 
per in Britain, for example, found that only 
14% were happy with the introduction of 
genetically modified foodstuffs, and 96% 
wanted labels on foods made from geneti- 
cally modified seeds. Meanwhile, the 
Prince of Wales felt moved to make his dis- 
approval of the whole enterprise known in 
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a rival paper, the Daily Telegraph. 

European politicians have clearly” 
picked up on this mood of distrust. Cynic 
suspect they may be encouraging it, to pr 
mote regulations that keep out imports. 
Only two GMos—modified forms of maize 
and soya—are on the market in the Euro: 
pean Union (though another four have 
been approved). And not a single commer- 
cial hectare there has yet been planted with 
such seeds. 


Coming, ready or not 
The roots of such Luddism probably lie in 
misconception about how much genetic 
modification is actually going on in GMOS: 
Genes are being added only one at a time; 
rather than wholesale, and though such 
genes are usually from other species (ther 
has been a lot of squeamishness about 
putting anti-freeze genes from fish «int 
plants, for example), the genes of differen 
creatures vary less than those creatures’ ou 
ward forms might indicate. ; 
In practice, only the first part of making: 
a saleable GMo is different from. tra 
tional plant breeding. That part, the inse) 
tion of the desired gene into the targe 
crop’s chromosomes, can be done in a vari 
ety of ways. One is simply to shoot the gen 
in, using a “gene gun” whose bullets ar 
small gold pellets coated in pwa. Alte 
tively, it can be smuggled in inside a bacte- 
rium (splicing extra genes into bacteria for. 
this purpose is easy}. 
And that’s it. From then: on the hort 
culturalists take over—growing the. cells 
into plants and crossing those that-express . 
the desired trait with their conventional 
counterparts. (Contrary to a popular belief, 
genetically modified plants are-not-artifi 
cially “cloned” to create fields of identical 
plants.) After six generations or so of this: 
matchmaking, the result is a variety tha 
combines the new gene with tens of thou- 
sands of equally desirable old ones. Such a 




























SCIENCE AND TECHNOLOGY 


variety naturally undergoes rigorous test- 
ing to see that it has the right agricultural 
stuff. And it must also gain the approval of 
the authorities. 

In America, that is not too hard. In 1992 
the country’s Food and Drug Administra- 
tion decided that genetically modified 
products would have to meet the same 
standards as all other foods, but no new 
ones. Only if the product introduces some- 
thing truly new, such as soyabeans with a 
much-higher oil level than usual, is there an 
additional layer of scrutiny. In the Euro- 
pean Union, however, the process is differ- 
ent, more difficult, and often inconclusive. 

In the Eu, a company that wants to in- 
troduce a genetically modified seed ap- 
proaches a member state to act as rappor- 
teur. If the rapporteur decides an app- 
lication meets European health and safety 
requirements, it is sent to the European 
Commission and the other 14 member 
states. After all the national committees 
present their findings, a vote is taken. If a 
“qualified majority” says yes, the product 
can go on the market. 

Maybe. Even at this point, each mem- 
ber state has to write regulations or pass 
laws implementing the decision. Austria 
and Luxembourg have flatly refused to do 
so for genetically modified foods. In an- 
other case, a modified maize product 
passed all the tests, but France insisted on 
its own “consensus conference”—then 
scheduled it for June, when the only confer- 
ence the public will be interested in is be- 
tween football coaches. The irony is that 
France was the products rapporteur to be- 
gin with. 

Those familiar with the Eu’s ways will 
find all this bureaucracy unsurprising. But, 
though it may succeed in protecting Euro- 
pean farmers from the competition of their 
American rivals, it is hardly providing en- 
couragement to Europes GMO industry. It 
is also unfair to those manufacturers and 
consumers who would like to benefit from 
what GMos have to offer. Allaying con- 
sumer fears with better labelling is one 
thing. Denying them the possibility of 
choice is quite another. 

a 





Why women outlive men 
Love and death 


LOS ANGELES 


T IS no secret that fathers—even “new 

age” fathers—tend to spend less time 
than mothers caring for their children. It is 
equally well known that men tend to have 
shorter lives than women. In America, for 
instance, the average male lifespan is 73 
years, whereas women on average live to be 
79. That the two facts might be connected, 
however, is surprising. But research just 
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A thoroughly modern father 


published in the Proceedings of the Na- 
tional Academy of Sciences by John All- 
man of the California Institute of Technol- 
ogy and his colleagues suggests that they 
are. Differences in longevity between the 
sexes, at least in primates, seem to depend 
on which parent looks after the kids and 
how much effort she (or he) puts into it. 

You might think that the relationship 
between child-care and longevity, if any, 
would work against the chief carers. Bring- 
ing up children is a grind. But evolution 
does not work like that. 

It has long been established that ani- 
mals which have evolved to produce lots of 
offspring tend to do their breeding early. 
Producing offspring uses up resources that 
might otherwise be devoted to self-pres- 
ervation—so, as you would expect, animals 
that have many offspring tend to have short 
lives. Animals which have evolved to pro- 
duce fewer children live longer—and are 
able to invest more in caring for those chil- 
dren that they do have. This suggests a link 
between caring and lifespan, an idea that 
might be extended to differences between 
the sexes. If so, it predicts that the care-giv- 
ing sex (the females, in people and most 
other mammals) would live longer than the 
non-care-giving one. 

To see if this was true, Dr Allman and 
his colleagues gathered data on the life- 
spans of ten primates, including man. In 
all of these species, the mothers usually 
have their babies one at a time, and those 
offspring are dependent on at least one of 
their parents for several years after birth. 
Who does what with baby, though, varies a 
lot from species to species, depending to a 
large extent on how sure a male is that the 
baby in question is really his. 

Male chimpanzees take no interest in 
any infants who might be around. Female 
chimps are extremely promiscuous and 


males, therefore, have little 
idea who their children are. 
Dr Allman’s group found that 
female chimpanzees live, on 
average, about 40% longer 
than males. 

Male gorillas, like men, 
form stronger bonds with par- 
ticular females, and thus have 
more confidence that those fe- 
males’ children are also their 
own. Males of both species fre- 
quently play with their in- 
fants and protect them from 
threats, but they still have a 
lesser role than females in 
rearing their offspring. Fe- 
male gorillas live 12.5% longer 
than males, and women 
about 8% longer than men. 
The acid test, however, was to 
gather data from species 
where the main burden of pa- 
rental care falls on the male. 

There are such animals, in fact, but not 
many (only about 1% of mammals show 
any male parental care at all). However, the 
researchers managed to find two monkeys 
where the father is very new age—the titi 
monkey and the owl monkey. Not surpris- 
ingly, the bonds between males and fe- 
males are unusually strong in these species, 
so the male’s confidence in his fatherhood 
is high. 

In both titi and owl monkeys, the father 
assumes the critical duty of carrying his 
children around until they are able to move 
safely and independently through the trees. 
Infant titi and owl monkeys spend much of 
their time clinging tenaciously to their fa- 
thers’ fur. They are transferred to their 
mothers only during brief nursing periods. 
If the father dies, the mother will refuse to 
carry the infant, leaving it to die too. Grati- 
fyingly for Dr Allman’s theory, in both owl 
monkeys and titi monkeys, males live 
about 20% longer than females. 

The rest of the argument—that the non- 
care-giving sex is trading a shorter life for 
some evolutionary advantage earlier on— 
also makes some sense, at least for males. 
The more “available” that females are, due 
to lack ofa permanent pair bond, the more 
they are worth competing for. Such compe- 
tition, whether it involves direct conflict 
between males, or showing off to females, is 
not cost-free. But if it results in extra off 
spring (or, at least, ifnot competing guaran- 
tees no offspring), then it is worth it, evolu- 
tionarily speaking. 

That, however, suggests that female titi 
and owl monkeys must be involved in a 
life-shortening trade-off of their own. Just 
what this is remains unknown. But it is at 
least heartening to discover that natural se- 
lection, despite its pitiless motivations, has 
found a way to reward nurturing parents. 
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| 20,000 bytes under the sea 


OMPARED with the giant aquariums 
in cities such as London and Syd- 
| ney, the new Boston FishTank, which 
opens on June 13th, is a bit ofa tiddler. To 
make matters worse, it doesn’t even have 
any water—or, for that matter, any fish. In- 
stead, it has computers. There are 22 of 
them: top-of-the-range pcs equipped with 
the finest 3p-graphics software that 
money ($1.2m of it) can buy. 
The new non-aquari- 
um’s full name, not surpris- 
ingly, is the Virtual Fish- ` 
Tank. It is the joint brainchild `Y 
of Mitchel Resnick, a re- Z 
searcher at the Massachu- / 
setts Institute of Technology's Me- 
dia Lab, and Oliver Strimpel, the 
executive director emeritus of Bos- 
ton’s Computer Museum, where it is lo- 
cated. Its purpose, besides entertaining 
the paying public, is to show how com- 
plex patterns of activity can result from 
fairly simple rules of behaviour. 
Visitors will be able to play God (or act 





The Sloan star survey 


An intergalactic 
cruise 


F ASTRONOMERS are to study the uni- 

verse, you might think they must study 
the sky. Physicists have their particle accel- 
erators and biologists their cultured cells. 
Astronomers, on the other hand, have no 
laboratory but space itself. Telescopes— 
usually remote and invariably oversub- 
scribed—hold the only keys to the door. But 
$77m opens many a lock. This week saw the 
first results of a project, costing that tidy 
sum, which will allow astronomers to ex- 
amine the universe to their hearts’ content, 
regardless of telescope administrators and 
cloudy skies. 

The Sloan Digital Sky Survey (named af- 
ter the foundation that stumped up part of 
the money and which is, in turn, named af- 
ter the late Alfred Sloan, a long-time boss of 
General Motors) is not just for profes- 
sionals: it will also allow the curious to go 
on intergalactic cruises in their offices—al- 
beit via the Internet. But its main purpose is 
serious: to reveal the large-scale structure of 
the universe and thus uncover what hap- 
pened in the first billion-trillion-trillionth 
of a second after the Big Bang to cause 
things to turn out the way they did. 

The core of the project is its camera, the 
largest and most complex built to date. It 
consists of 30 “charge-coupled devices” 
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as agents of natural selection, 
if you prefer) by choosing 
their own brightly col- 
oured, cartoon-like “e- 
fish” (designed by Nearlife, one of the 
Media Lab’s commercial spinoffs) and 
equipping them with behavioural rules 
of thumb they think will improve their 
creations’ chances of survival (swimming 
away from predators and to- 
wards food are two good 
choices). They then release 
them into the “tank”—a 
bank of 12 screens with a to- 
tal area of some 37 square 
metres (400 square feet). 
Some of the behaviour that 
emerges is hardly surprising. A 
school of e-fish will, for example, 
generally split into two when it 
meets an obstacle, and then 
rejoin on the other side, 
just as a real school would. 
Other behaviour is cute and 
unpredictable. When two e- 








` 


fish meet, they might do a strange lit- 
tle dance back and forth with each 
other; or an e-fish might follow 
its creator around the tank. 

But none of these behav- 
iours has been specifically 
programmed in, nor is there | 
any central control. | 

The e-fish, however, truly are be- | 


having like their flesh-and-blood counter- 
parts in the sea. Schools of real fish may | 
appear to have a leader, but the impres- 
sion actually arises because each fish fol- 
lows a set of simple rules such as match- 
ing velocity and keeping a safe distance | 
from others. 

The same principles extend to other 
“self-organising” entities, from insect col- 
onies and flocks of birds to gaggles of 
traders on stockmarkets. There, too, indi- 

- viduals herd together and 
follow each other around. 
And stockmarkets share another 

notable characteristic with school- 

ing fish. A sudden change in direc- 
tion can leave those who do not 
turn fast enough looking very ex- 


posed indeed. 










(ccps)attached to a telescope at the Apache 
Point Observatory in New Mexico. The 
CCDs convert starlight gathered by the tele- 
scope into electrical signals. On a good 
night, this camera will be able to map a 
swathe of sky approximately the size of the 
Plough’s blade (or, for North Americans, the 
Big Dipper’s bucket), Five to seven years of 
this, with each bit of the sky being recorded 
in five different colours, should be enough 
to complete coverage of a quarter of the sky. 





Entertaining Mr Sloan 


Previous sky surveys have relied on pho- 
tography, but that captures only about 1% of 
the light gathered by the telescope to which 
the camera is attached. The Sloan’s modern 
ccps should manage almost 100%. This 
means three things. First, the Sloan survey 
will pick up millions of stars and galaxies 
that previous surveys have missed. Second, 
it will produce crisper images of objects al- 
ready spotted. Third, and perhaps most im- 
portant, its digital images (unlike photo- 
graphic pictures) can precisely quantify 
characteristics such as brightness. 

The survey will complement other 
grandiose astronomical projects, like the 
Hubble space telescope, not replace them. 
In the words of Jim Crocker, the Sloan’s 
project manager, the Hubble's point of 
view is like looking at a family photo one 
button at a time. It would take a long time 
to realize you were looking at a family. The 
Sloan, in contrast, will give the big picture— 
allowing astronomers to see the three-di- 
mensional relationships of at least a mil- 
lion galaxies. That will allow them to work 
out how galaxies are clustered in space, 
how those clusters are grouped into super- 
clusters, and how the superclusters them- 
selves are clustered. 

Cosmologists believe that this nested 
pattern of clustering was established when 
the universe was far younger and smaller 
than it is now—so small that the anteced- 
ents of today’s superclusters were no larger 
than a modern atom. It is amazing how 
small you can get by thinking big enough. 
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| Neutrinos 
Heavy stuff 


TOKYO 


r IS a strange place to go looking for the 
most elusive particles in physics. With its 
rickshaws, thatched houses and wooden 
inns, Takayama is a mountain retreat trea- 
sured by knowledgeable Japanese and mer- 
_ cifully off the popular tourist routes. Yet the 
researchers who gathered in Takayama city 
hall on June 5th to attend the Neutrino ’98 
conference had good reason to make the 
pilgrimage. For a kilometre below the 
< ground in the nearby mining town of 
Kamioka there resides the world’s most 
` ‘sensitive neutrino telescope—a vat contain- 
` ing 50,000 tonnes of pure water. 

Ever since they were dreamed up, then 
detected, and then grudgingly accommo- 
dated into the grand scheme of sub-atomic 
particles, neutrinos have been nothing but 
trouble. There is good reason to believe that 
“they are the commonest particles in the 
universe, but they are devilishly difficult to 
spot because they usually fly through even 
the sturdiest obstacle without noticing it is 
_ there. They are produced in nuclear-fusion 
>. reactions of the sort that power the sun, but 
when the sun’s neutrino output is mea- 
sured, it is a third of that expected. And it 
` has never been clear just how much the 
things weigh. Some physicists have argued 
that, like photons (the particles of which 
light is composed), they are massless. Oth- 
ers believed they do have a tiny mass. 


Massive significance 


The difference matters. Given their abun- 
dance, neutrinos with even a minuscule 
mass would account for much or all of the 
so-called dark matter of the universe—stuff 
‘o that astronomers know is there because of 
its gravitational influence, but cannot actu- 
ally see. And neutrinos with mass might be 
“more significant even than that, because 
they could also throw a spanner in the 
_ works of the “standard theory” of matter— 
- the orthodox version of the physics of small 
things dreamed up in the early 1970s, 
which has served science well ever since. 
‘> Jt was therefore with considerable ex- 
Seitement that the conference heard from 
“Takaaki Kajta of Tokyo University, one of 
the leaders of a 100-strong Japanese and 
American team that has been experiment- 
` ing with the Super-Kamiokande detector 
(as it is known). He said the team has pro- 
duced compelling evidence that neutrinos 
do, indeed, have a very small mass. 
Ifand when a neutrino does bump into 
something, the interaction spits out one of 
three particles—an electron, a muon or a 





- The lightest creatures in the cosmic zoo have just been found to have a bit of 


mass after all. That answers some puzzling questions and poses several more 


tau (the last two are heavy, unstable objects 
with most of the characteristics of an elec- 
tron), Neutrinos are thus said to come in 
three “flavours’—the electron neutrino, 
muon neutrino and tau neutrino—de- 
pending on what they produce in a colli- 
sion. According to the standard model 
these six particles (the flavoured neutrinos 
and the corresponding electron-ike parti- 
cles) together with another six, the quarks 
(which make up the protons and neutrons 
in atomic nuclei), are the irreducible units 
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from which the rest of matter is composed: 

If neutrinos were truly massless, the 
standard model would predict that their 
flavours would be fixed for ever. But add 
mass to them and they should be able to 
shift from one flavour to another. What the 
physicists at Super-Kamiokande found was 
evidence of such shifting. 

Theory predicts that when cosmic rays 
(fast particles coming from outer space) col- 
lide with air molecules in the upper atmo- 
sphere, they should yield twice as many 
muon neutrinos as electron neutrinos. But 
experiments have kept turning up almost 
equal numbers of electron and muon neu- 
trinos. Physicists who supported the idea 
that neutrinos have mass suspected that the 
discrepancy was due to some muon neutri- 
nos evading detection by surreptitiously 
converting to the third variety—tau neutri- 
nos—during their flight. 

Super-Kamiokande cannot actually 
count tau neutrinos—in fact nobody has 
ever been able to detect a tau neutrino di- 
rectly—but the team did the next best thing. 
It worked out which direction the neutri- 
nos Super-Kamiokande was detecting were 
coming from. 

The reason the detector is buried so 


deeply is to keep all but the most persistent ; 





‘of sub-atomic particles 










way from it. Any- 
thing but a neutrino is likely to be screened 
out by the surrounding rock, so the flashes 
of light created when a.neutrino hits a wa- 
ter molecule are not swamped by back- 
ground glare. And when such a collision 
does occur, the pattern. of light produced 
gives away not only the type of neutrino, 
but the direction it was travelling in. 

Knowing this direction was crucial to 
the experiment. Neutrinos created by colli- 
sions in the atmosphere above the detector 
would probably not have had time to 
change identity before they arrived. Those 
created in the atmosphere on the other side 
of the world, which then had to make the 
20,000km (12,000 mile) journey through 
the earth’s interior to get to Japan, would 
have had a chance to turn their coats. And 
the farther they had travelled, the greater 
the chance they would have done so. 

What the team found was that the num- 
ber of muon neutrinos did indeed decline 
the farther away from the detector they 
came from. It levelled out, as predicted, at 
around half the amount expected if no 
change was taking place, while the number 
of electron neutrinos was unchanged. This 
distance-related decline is strong evidence 
of a gradual shift from muon- to tau-fla- 
voured neutrinos. 

Finding such oscillations, and therefore — 
mass, in neutrinos is probably the most im- 
portant discovery made about them since 
they were first spotted. Besides being a use- 
ful source of dark matter, it may explain the « 
solar-neutrino deficit (the gap between pre- 
diction and observation would be caused — 
bya different mutation, from electron neu- 
trinos into undetectable tau neutrinos). 

Its significance for the standard theory 
remains to be seen. It may, as John Learned 
of the University of Hawaii (another of the 
team’s leaders) suspects, merely show how 
to extend the current theory-in the same 
way that Einstein’s discovery of relativity 
improved upon, but did not invalidate, 
Isaac Newton’s mechanics. But it may, just 
possibly, show that the standard model is 
fundamentally wrong. 

The reason is that another experimental 
result, published in 1995 by the Los Alamos 
National Laboratory in New Mexico, show- 
ed signs of a third sort of oscillation, from 
muon- to electron-flavoured neutrinos. 
Physicists are much less confident about 
this result, and more recent work in Gef- 
many has failed to confirm it. But if both it 
and the explanation for the solar-neutrino 
deficit were true, there would have to be a 
fourth sort of neutrino—one which its pro- 
ponents refer to.as a sterile neutrino. 

With that, the economical explanation 
provided by the standard model would be 
blown apart. And physicists could look for- 
ward confidently to an exciting future 
putting together a new one. 


| 
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Resurrecting Russia’s arts 


Moscow 


This week Moreover is devoted to Russia. Our first article looks at how the 
country’s arts are blossoming, even if its economy is not 


N THE month of May, Russians could 

hear Shakespeare performed in any of 
five languages—among them “Hamlet” in 
Georgian, “A Midsummer Night’s Dream” 
in Hungarian, and “Much Ado About 
Nothing” in English. As part of the 12-week 
Chekhov Theatre Festival, Muscovites 
could also see Aeschylus played in Japa- 
nese, Tom Stoppard in Russian, and all of it 
from first-class visiting companies. 

In the unlikely event that the Chekhov 
festival failed to allure, at least half a dozen 
other plays or concerts were worth catching 
in the Russian capital on any given night. 
Alternatively, music fans could take the 
train to St Petersburg and hope to find Va- 
lery Gergiev, arguably the most exciting 
conductor in the world today, at work in 
his home theatre, the Mariinsky. 

So put aside the sad and much-told 
tales about Russian culture having col- 
lapsed along with the Russian economy. 
The capacity of the state to finance the arts 
certainly did collapse, producing a general- 
ised despair in the art world. But that 
reached its nadir three or four years ago, 
since when things have been looking up, 
most markedly in the cultural centres of 
Moscow and St Petersburg. 

The state has not recovered; but the art- 
ists have. There is a new energy and a new 
sense of purpose in the performing arts, in 
cinema and in literature. Some 1,000 pro- 
fessional theatre companies are said to be 
active in Russia, twice the number of state 
theatres that were open in 1991. The num- 
ber of films being made has tripled over the 
past two years. And the organisers of Rus- 
sia’s big prize for fiction in 1997 reported 
that “the full-scale novel is reviving as a 
Russian art form.” 

The willingness of the Moscow city gov- 
ernment to promote the arts has been a big 
factor in the cultural revival of the capital. 
The city authorities have staged festivals, 
lured celebrities and found theatre space 
for fledgling companies which have gone 
on to upstage their seniors. The best opera 
in Moscow is no longer heard at the 
Bolshoi, but at the young Helikon and No- 
vaya Opera companies, to each of which the 
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city has given a home. 

Both companies offered versions of 
“Eugene Onegin” last year to dwarf the one 
in the Bolshoi’ repertoire. This year 
Helikon has hit a new peak of originality 
with its re-reading of Tschaikovsky’s 
“Iolanta”—a problematic opera about a 
king’s daughter who is cured of blindness. 
By presenting the blindness as a psycholog- 
ical rather than a physical condition, and 
by presenting the story as a family drama 
rather than as a “court” one, the theatre has 
found a depth and a coherence not even 
hinted at in the stodgy version of “Iolanta” 
in the Bolshoi’s repertoire. 

The Bolshoi is still capable of offering 
the occasional good night of ballet, espe- 
cially when its stunning Georgian prima 
ballerina, Nina Ananiashvili, takes the 
Stage. But most of its produc- 
tions are threadbare and dull, 
especially in opera. It claims it 
needs more money to update 
its repertoire, and doubtless it 
could make good use of some. 
But its poverty is in part of its 
own making. 

It prices its tickets far too 
cheaply, creating an industry 
of touts and agencies which 
buy large quantities and then 
sell them on for up to ten 
times their face value. Why the 
Bolshoi should not sell its tick- 
ets at a market price through 
its own box office (and keep 
all the proceeds for itself) is 
anybody's guess. But for as 
long as it fails to do so it de- 
serves no sympathy. 

There is still less reason to 
sympathise with the Bolshoi 
when its decline is compared 
with the ascent of the Mari- 
insky Theatre in Saint Peters- 
burg. Mr Gergiev has forced a 
prodigious work-rate on the 
company there, and a still 
more prodigious one on him- 
self. This past year he has run 
the Mariinsky while working 


also as principal conductor of the Rotter- 
dam Philharmonic Orchestra and guest 
conductor at the New York Met. Compa- 
nies from the Mariinsky have toured Eu- 
rope, America and the Mediterranean (usu- 
ally under their Soviet-era name, the Kirov). 
Now and again Mr Gergiev’s fatigue 
shows through and draws a sharp notice. 
But his relentless touring has been a busi- 
ness strategy, not an artistic one. It has 
yielded the money needed to keep the the- 
atre’s stars happy and its repertoire alive. 
Commercial and critical success has pro- 
tected the company from the internal 
squabbles that have undermined morale at 
the Bolshoi. The Mariinsky knows it can 
hold its head high among international 
companies in a way that the Bolshoi no 
longer can. Arguably, it houses not merely 
the finest opera and ballet company in Rus- 
sia, but also the finest orchestra. The main 
worry is whether it will find another 
Gergiev, should it ever lose the one it has. 


Popular taste 

Russian popular culture has matched the 
vigour of its highbrow counterparts. The 
publishers’ bestseller lists are topped by 
Russian crime fiction: the king of the genre, 
Viktor Dotsenko, sells about 750,000 books 





High points at the Mariinsky 
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a year. Russian popular songs are chasing 
American and British ones off the airwaves. 
Sentimental black-and-white melodramas 
from Soviet times invariably top the an- 
nual television ratings. A possible privati- 
sation of Mosfilm, the main state-owned 
film studio, has produced a furious battle 
for possession of the 2,000 films in the stu- 
dio’s archive. 

A new and forward-looking Russian 
film industry has also been crackling into 
life. As recently as 1996 the industry seemed 
on the verge of extinction. The average Rus- 
sian went to the cinema 14 times in 1990 
and 0.4 times in 1996, which means that 
most Russians never went at all. But 1996 
was the breakthrough year for a new gen- 
eration of film makers who began offering 
films that revelled in the themes of post-So- 
viet life. Theirs were cheap, gritty dramas 
full of bandits, bankers and Chechen war 
veterans. Audiences lapped them up. 

In 1997, the most popular Russian film 
was “Brat” (“Brother”). Made by Alexei 
Balabanov on a budget of $500,000, it tells 
the story of a village boy who goes to live 
with his brother, a hit-man, in St Petersburg 
and who gets drawn into his brother’s mi- 
lieu. Perhaps the most talked-about film of 
the past winter has been “Schizophrenia” 
by Viktor Sergeev, a political thriller abouta 
Kremlin-backed plot to murder a trouble- 
some banker—a fanciful premise with just 
enough real-life echoes to perturb. 

Some older artists may still wax regret- 
ful for the days of Soviet state culture, when 
great things could be achieved even within 
the confines of officially sanctioned taste, 
and greater things still could be achieved 
by those who dissented. But much of what 
was best from those times has been pre- 
served in the extraordinary pell-mell that 
has followed, and much more has been 
added. From a consumer's point of view, 
probably never before in history has an eve- 
ning of leisure in Moscow been such a plea- 
sure to contemplate. 


————— 





Battle of Stalingrad 
The horror in the 
detail 


STALINGRAD. By Antony Beevor. Viking; 512 
pages; £25 and $35 (to be published in Amer- 
ica in July) 


| Be penn Britain’s peculiar affection for 
military history, it is not often that 
tales of battleground strategy and tactics 
reach the very top of the lists of bestselling 
non-fiction. But this retelling of the Battle 
of Stalingrad, the turning point of the sec- 
ond world war, has proved to be a surpris- 
ing runaway hit in Britain (see the Review 
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Accessories of war 


USSIA’S history has been turbulent. 

Which is why some of its greatest 
works of art are the accoutrements of 
war. It is also the reason why there has 
been a natural reluctance to let them 
leave the country. Some of the most sen- 
sational items at “Treasures of the Mos- 
cow Kremlin, Arsenal of the Russian 
Tsars”, a three-month exhibition that 
opens at the Tower of London on June 
13th, have never before 
been seen outside Russia. 
Alexei Levykin, director of 
the arms section of the 
Kremlin museum, says that 
the bejewelled objects be- 
ing lent to the Tower “are 
not just pieces of art. They 
are pieces of history.” 

The venue could not be 
more apt. The Kremlin and 
the Tower are both royal 
fortresses and former arse- 
nals. And exactly 300 years 
ago Peter the Great made a 
visit to the Towers arm- 
oury during his extensive 
trip to Europe. The exhibition covers the 
century before that visit and the century 
after. Peter made it his mission to turn 
the face of Russia away from Asia and to- 
wards Europe, a change reflected in the 
contrasting styles of the earlier and later 
works on display. 

It has proved hard to put the exhi- 
bition together. Such an exchange would 
have been unlikely under Communist 
rule. “Ideologically”, says Mr Levykin, 
“the Soviet leaders were not attracted to 
the items of the tsars.” But even in the 
post-Communist era, it has taken nine 
years of on-off negotiations in order to 





make it happen. 





A slice of history 


The exhibition is a return match fora | 
display of arms and armour from the 
Tower that attracted nearly 80,000 visi- 
tors before it closed in the Kremlin last 
month. “At first the Russians wanted to 
send us an exhibition on the history of 
the flint-lock rifle,” says Henrietta 
Usherwood, an exhibition consultant to 
the Tower. “We didn’t think that would 
have much popular appeal.” 

The most precious of 
the items leaving Russia for 
the first time is a “Jericho 
cap”, a ceremonial helmet 
made for Tsar Michael 
Fyodorovich in 1621 to sub- 
stitute for his crown on the 
field of battle. Superbly 
crafted in steel, gold, silk, | 
pearls and precious stones, 
it contains 95 diamonds, 
228 rubies and 10 emer- 
alds. No less opulent is a | 
gold and silver saadak, or 
bow-and-arrow holder, 
from the same period. Its 
enamelled decoration in- 
cludes a double-headed eagle, the sym- 
bol of the tsars. 

Among the more peaceable objects 
on show are trophies given to the tsar by 
foreign ambassadors, notably some out- | 
standing English Jacobean silverware. 
“The Kremlin has the finest collection of 
English silver anywhere in the world,” 
claims Ms Usherwood. But it is the intri- 
cately crafted weapons and armoury that 
will most excite visitors—the exquisite 
ivory-stocked pistols, for instance—all re- 
calling an era when, for the rulers of Eu- | 
rope, making war was as much a state- 
ment of fashion and status as a means of 


mass obliteration. | 
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of Books in this issue). 

The course of the battle has already 
been described in detail by many authors. 
It brought to a halt the massive German ad- 
vance into the Soviet Union, but at tremen- 
dous human cost. Halfa million Red Army 
officers and men were killed, and many 
more were injured. An unknown number 
of Soviet civilians perished in the to-and- 
froofthe armies, and in the ruins ofthe city 
(present-day Volgograd). 

Antony Beevor’s narrative does not add 
substantially to the classic accounts of the 
battle already published. But what it does 
do is to provide a unique record of the grim 
events of 1942-43 as they were seen by sol- 
diers and officers. Mr Beevor has had access 
to a vast range of recently declassified Rus- 
sian archives, and he draws on extensive in- 


terviews with 30 participants on both sides 
of the front. It is these details that have ex- 
tended the book’s appeal beyond the usual 
readers of military history. It is, say the pub- 
lishers, being bought by people (particu- 
larly women) who are more interested in 
the day-to-day life ofa city under siege than 
the movement of tanks. 

Mr Beevor sees his main challenge as 
being to try to balance the genuine self-sac- 
rifice of so many Red Army soldiers with 
the utterly brutal coercion used against wa- 
verers by the NKVD (the secret police), who 
pitilessly executed thousands of deserters 
and malingerers. His account convincingly 
places the main emphasis on Russian patri- 
otism and self-sacrifice: “The majority of 
Russian soldiers”, he writes, “seem to have 
subsumed their personal feelings within 
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the cause of the Great Patriotic War”; the 
idea of self-sacrifice appears as “a moral 
compulsion in the face of the invader.” 

The author also describes the view from 
the other side of the front. German officers, 
soldiers and airmen, with very few excep- 
tions, were happy about the extension of 
the frontiers of the Reich to the Volga, and 
many of them participated in the extreme 
brutality towards the Russians which char- 
acterised the whole invasion. 

Perhaps Mr Beevor could have made 
more of his new evidence. Russian histori- 
ans have used similar sources on the men- 
tality of the men (and women) at the front 
line to present a more complex picture, 
distinguishing the different attitudes of of- 
ficers, NCOs and other ranks, of snipers and 
tank crews. And German historians have 
for some years been engaged in a fierce con- 
troversy about how to assess the psychology 
and outlook of the German soldier. That 
said, it is no small achievement to have 
reached such a wide audience with the pity 
of this particular war. 





The Dodge Collection 


The art of preservation 


N IRREPRESSIBLE 70-year-old Ameri- 
can economics professor is widely 
credited with single-handedly saving dissi- 
dent Soviet art from extinction. Norton 
Dodge has been collecting the work of 
“non-conformist” Russian artists since his 
first visit to Moscow in 1955, a trip he made 
ostensibly to collect material for his doc- 
toral thesis: a 900-page tome on Soviet trac- 
tors. Some idea of the quality of the works 
he saved can be gleaned from a travelling 
exhibition currently showing at the 
Hessenhuis in Antwerp. Culled from Mr 
Dodge's full collection of more than 12,000 
works—which normally reside at the Jane 
Voorhees Zimmerli Art Museum at Rutgers 
University in New Jersey—it is as much po- 
litical archive as art collection. 

The collection was put together under 
circumstances that would have made a 
cold-war operative proud. On his second 
visit to Moscow in 1962, Mr Dodge began to 
meet some of the city’s community of unof- 
ficial artists. One contact was Nina Stevens, 
the Russian wife of an American reporter, 
Ed Stevens, who had turned up in Moscow 
in the 1930s and never left. She collected 
unofficial art and held “exhibitions” in her 
flat every Saturday afternoon. 

Intermittent academic trips to Russia 
thereafter allowed Mr Dodge access to sci- 
entific and academic institutions—another 
source of contacts for unofficial artists. He 
brought in western art books and maga- 
zines, and sometimes traded camera 
equipment, records and blue jeans for 
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works of art. For the most part, however, he 
paid cash, “I used to change money prop- 
erly, but in different cities so that the au- 
thorities couldn't check to see how I had 
managed to spend $10,000,” he says. 

His greatest challenge was getting the 
works out of the country. In the early days 
he could slip paintings and sketches into 
his luggage. “But big things couldn’t be 
rolled up or put into a suit- 
case, so a lot of embassy peo- 
ple brought things out.” An- 
other avenue was Elena 
Kornetchuk, a former student 
of Mr Dodge's who ran a gal- 
lery in America that was the 
sole official importer of art 
from the Soviet Union. 

In the late 1970s Mr Dodge 
got to know Garig Basmad- 
jian, a French citizen of Arme- 
nian origin who, he says, had 
“some Armenian art in Paris 
that he was going to have to 
send back to the Soviet Union. 
But I sent him some money 
and he sent them to me in- 
stead.” Basmadjian then be- 
gan collecting Soviet, and es- 
pecially Armenian, art on 
behalf of Mr Dodge: “He 
managed to get some very in- 
teresting works out.” 

In 1988 the French-Arme- 
nian organised an exhibition 
of his own in Moscow. When 
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the show closed he had trouble “getting 
some of his art back,” says Mr Dodge. Then 
one day he vanished from his Moscow ho- 
tel flanked by two young men. He was 
never seen again. 

Basmadijian was not the only fatality in 
the unofficial art world. Yevgeni Rukhin, 
one of the underground’s promising artists, 
died in a fire, aged 32, at his Moscow studio 
in 1976. “I assume it was the KGB,” says Mr 
Dodge. When in the following year Mr 
Dodge held an exhibition in Washington, 
the Soviet embassy sent its “KGB goons” 
over to buy catalogues, gather names and 
cause trouble, That was the year he decided 
to stop going to the Soviet Union. 

In the 1980s he found that it was still 
difficult to generate interest in the West in 
dissident Soviet art. Although for a time he 
showed his works at a gallery in New York's 
Soho and organised shows at American 
universities, Mr Dodge “couldn't get the big 
museums interested”. So when his massive 
$4m collection could no longer fit in the 
barns and storehouses of his Maryland 
farm, he donated the whole lot to Rutgers 
University. “I thought an academic setting 
was the proper place, plus it’s only an hour 
by train from New York city.” 

Mr Dodge says his collecting of Soviet 
dissident art stemmed from a desire to 
“preserve a record of the art so that it might 
become part of world art history. Also, I felt 
I had to help those people who had the 
courage to defy the system, sometimes at 
risk to their lives and liberty.” Victor 
Tupitsyn, a Russian art critic who once 
helped Mr Dodge export the stuff, says: “It 
would not be an exaggeration to say that 
Norton single-handedly saved contempo- 
rary Russian art from total oblivion.” 


Inside pcenes of Soviet life 
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HE outrage was witnessed 

by a classful of petrified law 
students at Northwestern Uni- 
versity at Evanston near Chi- 
cago. An armed robber burst in 
and mugged Fred Inbau in the 
middle of a lecture on policing. 
After the robber fled with his 
briefcase, the amazingly com- 
posed professor asked the class 
to describe his assailant. 
| The results were sobering. 
| The fat or thin robber, who did 
| or did not wear spectacles, was 
anything from 5 feet 6 inches to 
6 feet 6 inches tall. His hair was 
jet black or bleached blond or it 
just might have been mousy. He 
wore a denim shirt and blue 
jeans or a leather jacket and 
brown corduroys. 

It was, of course, a set up. Mr 
Inbau, a teacher of criminal law 
at Northwestern’s law school for 
32 years, was a sceptic on the 
reliability of eye-witnesses—and 
sought to persuade his students 
to put their faith in harder evi- 
dence. But if his lessons had 
stopped there, Mr Inbau would 
be remembered only by his stu- 
dents. It was his views on other 
| aspects of criminal justice, the 
great contribution he made to 
| scientific investigation and the 
18 books he wrote or co-wrote 
that made him such a controver- 
sial and influential scholar. 

When, armed with a law de- 
gree from Tulane University, young Inbau left New Orleans in 
1933 for Chicago, methods of criminal investigation were crude 
and often coercive. The institution he joined, the scientific crime 
detection laboratory at Northwestern’s law school, strove to put 
that right. Founded after the St Valentine’s Day Massacre, it was 
dedicated to providing the forces of law and order with more 
sophisticated ways to investigate crimes and convict criminals. 








Combating mobsters in the post-Prohibition era 

Chicago was still a lawless city. Al Capone had been incarcerated 
in the federal penitentiary at Alcatraz but Murray “The Camel” 
Humphreys, his spivvy sidekick who succeeded him as “public 
enemy number one”, Frank “The Enforcer” Nitti, Jack “Greasy 
Thumb” Guzik and other hoodlums were still profiteering from 
gambling, prostitution and protection rackets. 

Mr Inbau, later a president of the American Academy of Fo- 
rensic Sciences, first made his name at Northwestern with his 
innovative work on the then new-fangled polygraph (or lie-de- 
tector) machine. But he is more famous—or notorious—for his 
| robust criticism ofthe Supreme Court’s Miranda decision (1966) 
and for his “Criminal Interrogation and Confessions” (1962), a 
manual cited critically in that landmark court ruling for its psy- 
chological techniques for extracting confessions. 








Fred Inbau, a controversial criminologist, 
died on May 25th, aged 89 


Miranda forbade the prose- 
cutorial use of statements made 
during custodial interrogation 
unless the procedural safe- 
guards that existed to protect 
suspects against selfincrimina- 
tion had been respected. Among 
other things, the decision re- 
quired suspects to be reminded 
of their right to remain silent. 

In Mr Inbau’s opinion, 
Miranda served mainly to ham- 
per effective police investiga- 
tion. According to Yale Kamisar, 
a law professor at the University 
of Michigan who respected Mr 
Inbau but disagreed with him, 
“He was known as ‘Freddie the 
cop’ by many people, and he 
didn’t consider that a bad 
thing . .. The cops loved him.” 

For Mr Inbau, who went on 
to found a group called Ameri- 
cans for Effective Law Enforce- 
ment, the main task of interroga- 
tors was to seek the truth. Thus, 
he thought it sometimes right for 
the police to bluff even about in- 
criminating evidence. An inno- 
cent man would not, for in- 
stance, believe that his finger- 
prints were on the gun, so in his 
view this was an acceptable bluff 
by the police. However, it would 
not be acceptable to bluff by tell- 
ing a man that his wife’s finger- 
prints were on the gun: an inno- 
cent man might plead guilty to 
protect his family. 

Similarly, according to the “tactics and techniques for the 
interrogation of suspects whose guilt is definite or reasonably 
certain” recommended in Mr Inbau’s “Criminal Interrogation 
and Confessions’, it is legitimate for an interrogator to sympa- 
thise with a suspect by telling him that in the circumstances any- 
body else might have done the same thing. It was also, he 
thought, permissible to reduce the suspect's feelings of guilt by 
minimising the moral seriousness of his offence. 

The interrogator could say to a suspected wife-killer, for in- 
stance, “Joe, as recently as last week my wife had me so angry 
with her nagging that I felt I couldn’t stand it any more, but just 
as she was at her worst the doorbell rang and we had some out- 
of-town company. Was I glad they came! Otherwise I don’t know 
what I would have done.” 

Some now find chilling his encouraging the police to lie, 
cheat and neglect to remind suspects of their rights, but this is to 
judge Mr Inbau by today’s standards. His interrogation tech- 
niques were a liberal advance at the time. Marvin Aspen, a fed- 
eral court judge in Illinois, sees Mr Inbau’s work as a reaction 
against once-common police abuses. Even Mr Kamisar agrees, 
noting that one of Mr Inbau’s great accomplishments was to per- 
suade policemen they “didn’t have to beat someone up to get 
him to confess.” A pity some cops have still not got that message. 


| OBITUARY | 


Fred Inbau 
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anagement 
rogramme 


four- weeks AP prov des a unique opportunity to stand back and pursue | your own nle arning 
agenda, assisted by a top class team of individual tutors and in the company of some of the 
most international and high calibre senior executives. 


21 June - 19 July; 27 September - 25 October 1998 


Return to Maureen Campbell, Templeton College, Oxford, OX1 5NY, UK 
Please send details of: 
|_| The Oxford Advanced Management Programme 

| The Oxford MBA 


_ Address: 








Fax: : Email 


Tel: +44 (0)1865 422771; Fax: +44 (0)1865 422501 
Email: amp @templeton.oxford.ac.uk; Internet: http://www.templeton.ox.accuk 
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Amsterdam 


irst Class | Ortitte ofFinance | 
offers in cooperation with the faculty of 


INSEAD 
Upcoming Courses 1998 


Measuring and implementing 





Economic Value Added PA 31-Sept.2) 
Foundations of Finance o : (Sept. 4-25) 
Advanced Corporate Finance = 
- Mergers and Acquisitions = (Sept. 28 - Oct. 2} 
- Financial Innovation (Oct. 19-23) 
- Financial Restructuring - Going Public > (Dec. 14-18) 


Advanced Financial Statement Analysis (Oct. 26- 28) 
Advanced Valuation Topics ` 





SERA ; * - Valuing Commercial Banks (Noy. 4-5) 
s Ma ste rs a nd Eve ni ng - Real Options : (Nov. 6-7) 
f Negotiation Analysis (Nov. 9-10) 


New Course: 


Ethics and Shareholder Value ; 
in Banking and Finance (Nov. (2-43) 


To view our detailed brochure, please visit our, Web site or contact 8 
Ms. Katelijn Arnold, Course Manager. ; ; 





_ programmes in 
‘Mathematical 
Trading and Finance 


Understand the growing importance 
of derivatives in the key areas of trading, 
portfolio management and risk management 


maneno 


Apply your outstanding mathematical and 
_ analytical abilities to financial theory and practice 
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AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: +31-20-5200165 - fax: +31-20-5200161 


e-mail: info@aif.nt - internet: www.aif.nl 


Iniversity of Wales, Bangor 


Take a leading role and ensure your success 
in this demanding environment 
Masters programme — 

12 months full-time or 24 months part-time 


School of Accounting, Banking and Economics 









MBA Banking & Finance 
Evening programme — 10 weeks per module 
Mathematical Finance Financial Engineering 

Derivatives Valuation Risk Management 


Course Coordinator: Professor Philip Molyneux 


Full-time MBA offered by Europe’s leading Banking School. 











arinaman 


Ciry UNIVERSITY 


The British business school located 
in an international financial centre 


including modules on: 


investment Banking 

Private Banking 

Bank Regulation and Supervision 
International Financial Markets 

Bank Trade Finance 

Financial Management of the Financial Firm 


‘Tel: +44 (0)171 477 8680 


Excellent library facilities provided by the Institute of European Finance. 
Very competitive fees. 






e-mail: irmi@city.ac.uk 
htip://www.city.ac.ak/cubs 


‘University Frobisher Crescent 


Barbican Centre 


BUSINESS SCHOOL : London EC2Y SHB 


TEACHING AND RESEARCH EXCELLENCE iN LONDON 
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MBA in Brussels 








OLVAY BUSINESS SCHOOL | 


Université Libre de Bruxelles 










In Brussels, the heart of Europe, Solvay | 
Business School has been synonymous with | 
excellence in business education for over a | 
century. In an intensive one-year programme | 
the Master of Business Administration | 
provides training in international | 
management skills using a hands-on} 
curriculum. Students may customise their | 
programme and specialise in European 
Management. Courses are held in English | 
by a truly international faculty. | 









For more information: 


Solvay Business School | 

Université Libre de Bruxelles, Dept. EC14/3 
Avenue F, D. Roosevelt, 21. CP-145/1 
B-1050 Brussels, Belgium 

Tel: + 32 (2) 6504183 Fax: + 32 (2) 6504199 | 
E-mail: mba@ulb.ac.be | 


http: liwww.ulb. ac.be/solvay/mba/index.html | | 
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Institute of 
Social Studies 


The Hague, The Netherlands 


The Institute of Social Studies (ISS) is an international 
school of higher education and research in development 
studies. The ISS offers a four-year PhD programme, 
conducted in English, which emphasizes a multidisciplinary 
and comparative approach to global and focal issues in 
development studies. 





The ISS welcomes qualified candidates in the following key 
areas; 

¢ Economics of Sustainable Development 
¢ States, Societies, World Develop 
* Human Resources and Local De 
* Rural Development, Environr 
Themes of strategic importanc 
poverty, gender and, environpi 





















The annual tuition fee is Df 10,000.-. 
expenses is available on request. High! 
candidates from lower-income countri 
PhD fellowship for the full duration of 
programme. : 


ified 








E-mail student 
=> > Visit the ISS web page at: httpy/www.iss.nl 
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5; international Securities Maket Association, the trade association and market regulator. 


The University of Reading 


LRLS FOR FINANCIAL MARKETS 


“Combining finance theory with 
investment banking practice” 


ETY% THE BUSINESS SCHOOL 























MSc International Securities, 
investment & Banking 


MSc Finance, Regulation 
& Risk Management 













Innovative nine month Masters programmes 
for those with degrees in science, economics, 
law, mathematics and business studies 
wishing to work in sales, trading, research, 
corporate finance, portfolio management, 
risk management or compliance in the 
global securities & investment industry. 






¢ officially ranked 4th equal in Business 
& Management research out of 100 UK Universities 


* unique INVEST dealing rooms with 50 Reuters 
3000, Bloomberg & Dow Jones terminals 


e investment market trading simulation 
case-studies supplementing these academically 
rigorous programmes 


* over a century of University history in an attractive 


campus close to London in a new state-of-the-art 
building exclusively for these programmes 


¢ active career development unit with excellent 
placement record complements these demanding 
& original programmes 

See us at London Career Fair 1-2 July 1998 

2.00 - 4.30pm. 


Open Days 


3 July, 2-4.30pm 
Contact: 


+44 (0)118 931 8239 


or visit our web site:www.ismacentre.rdg.ac.uk 


Please call us for a copy of our video about 
the new ISMA Centre, “In the Money” 


The University of Reading, ISMA Centre, Whiteknights 
PO Box 242, Reading RG6 6BA, United Kingdom 

Tel: +44 (0)118 931 6675 - Fax: +44 (0)118 931 4744 
Email: admin@ismacentre.rdg.ac.uk 

Web: www. ismacentre.rdg.ac.uk 


ISMA Centre. the Business School for Financial Markets is supported by the A 


for some 780 international banks active in the global securities market. LOA 


COURSES 









Beg LASALLE 


UNIVERSITY 


Unlock Tomorrow's Potential Todoy 


Distance Education Programs * No Residency Required 
Bachelors + Masters + Doctorate 


Arts & Sciences * Business * Education 
Engineering & Computer Science 








Management 











This IPD accredited, 12 month, masters programme is also. ESRC recognised. 


For further information contact: The Postgraduate Secretary, 
Leeds University Business School, 





















Credit for Work & Life Experience Leeds L52 9JT England 
1-504-626-8904 Fax | -804-624-2962 Tel: +44 (0) 113 233 2613, 
Fax: +44 (0) 113 233 2640, 
































hetp://www.distance.edu 
620 Lotus Drive North Dept. 136 + Mandeville, LA 70471 
LASALLE EDUCATION CORPORATION 





Email: fee@tubs.leeds.ac.uk 


BBA Bachelor of Business Administration 
MBA Master of Business Administration OUR C.V... 


BBA: four-year undergraduate degree (full-time) starting October or March 
MBA: one or two-year groduate degree (evening classes} starting October, January of 
April, Concentration | “InGanohonel Management > Concentration 2 Global Tax Planning. 
Strong academic course of study plus practical training including yearly ir-pampany 

rollow-up 


id-wide 























and join decision-makers from 38 different countries who fly to Monaco each 
year to enroll in our intensive 10-month MBA program. X 









internships arranged tor yndergr iduates. Career guidance and placement, 
training. USA/Europe student exchange programs; Franster opportunities work 


THE NUMBER ONE BUSINESS SCHOOL IN BRUSSELS 
Global programs for ambitious students 


V idated | y the University of Wales, U.K. 
heol atiliation with: Mercer University, Atlanta, USA 


We offer you the chance to study in a dynamic and international atmosphere 
which will give vou the skills, confidence and motivation necessary to re- 
integrate the job market with the competitive edge you've been looking for! 





Call Ms Grisel Damgaard 
Tel.: + 377 92 057 057 
Fax: + 377 92 052 830 
e-mail; use@monaco.me 
Stade Louis H - MC 98000 Monaco 


Avenue Mornix, 20 
B- 1000 Brussels - BELGIUM 
Phone: +32-2-548 04 80 
Fox: +32-2-548 04 89 
E-mail: info@ubi.edu - hite://www.ubi.edu 



















UNIVERSITY DEGREE 
For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by. 
Match your utilizing your life and work experience. College equivalent credits are 
tion with a given for your: fob, military, company training, riai 
posl courses, seminars and business experience. 

tegal degree We accept college credits no matter when taken. 

and Our graduates are recognized for their achievements in business and 
transcripts industry. We will assist you in completing your degree requirements 
at your own pace through home study. 


"As you know Senditax detailed resume for a NO COST evaluation. 


ICE 
School of taw « Locke School of Management « Franklin 
School of Social Sciences + Churchill School of History & Government 
Dag Hammarskjold School of Diplomacy & international Relations 
Kennedy School of Criminal Justice « Tocqueville School of 
Educational Policy & Leadership » King’s College & Seminary 

























Bachelors « Masters + Doctoral » Juris Doctor 
Prestigious Distance Learning Programs « Credentialization of Experiential 


Learning Achievements. Accredited and Approved. experience is ee, s A 
Monticello Education Foundation e (913) 661-9977 still the best ah acific Western University | 
(913). 661-9414 Fax e emallc@msn.com « www.monticello.edu teacher... But 1-(808) 597-1909 $ 
i = pee degrees open CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 
L | N V E R S doors. Fax: (310) 471-6456 E-Mail: admissions@pwu.com 
P / i3 “X http:/www.pwu-hi edu 











ENGLISH FRENCH 
in JAPAN, in BELGIUM in FRANCE, in BELGIUM 






GERMAN DUTCH JAP NES E 


CoU FOR 66 HOURS PER WEEK 


































iD PEOPLE IN THE TARGET LANGUAGE J CERAN LINGUA 
. fi ar venue ateau, 
ADULTS from 19 years Study: B-4900 SPA (BELGIUM) i 






* RETIRED PEOPLE OF 55 AND ABOVE 
(Special conditions available) 
+ JUNIORS from. Lito 18 years 


- FRENCH in BELGIUM Date : x 
_ ENGLISH in ENGLAND, Putting into practice with our teachers: 


tural activities 


Tel. : + 32- 87-79 11 22 
Fax : + 32- 87-79 11 88 


up to 45 private and/or group lessons 
and pedagogical activities 
& 











Since 1975 











in USA: Languagency Internet : 
Tel: 1 (44 3) 384.0334 htip://wew.ceran.com 


Fax: 1 (413) 584-3046. 









<in BELGIUM | at breaks, meals and evening socio-cul 
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Readers are recommended 

to. make appropriate enquiries and take 
appropriate advice before sending money, 
incurring. any expense or entering into a 
ng. commitment in relation to an 
A ligerment. The Economist Newspaper 

Limited shall not be Hable to any person for 
{loss or damage incurred of suffered as a 
‘result of his / her accepting or offering to 
accept ‘an invitation contained in any 

advertisement published in the Economist. 
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Bachelor, Master, Doctorate 
























Learn how easy it is to become a Certified 
Professional Consultant {CPC} in your 
own field, Write for free catalogue 


The Consultants Institute 
|} Dept EF. 30466 Prince William Street, Princess Anne, 
MD 21893 USA Fax: (410651 4885 


fon-tradifional universities worldwide fincluding many widely 





guarantee 
Save tine & money. Before enrolling A 
essential information. +Free CV / Life 


-fult street address and quote L 









The University of Glasgow, founded in 1451, is one of the 
oldest and largest in Britain. It offers MPhil degrees in: 


f in| UNIVERSITY 





oj 
GLASGOW 


CENTRE FOR DEVELOPMENT STUDIES 
University of Glasgow, Glasgow G12 8RT 
Tel/Fax: +44 (141) 330 46897/4940 

E-mail: Rustrachan@socsci.gla.ac.uk 

herp: Awww glaac.uk/ Tater / Development/ 
The University of Glasgow is an exempt charity 
dedicated to excellence in teaching and research 


ECONOMIC DEVELOPMENT 
ECONOMIC PLANNING 
INTERNATIONAL FINANCE 

“Centre for Development Studies & 
artment. af Accounting and Finance 
MONETARY ECONOMICS 

AND FINANCE 












(Guided independent Study Program 


‘Send resume for no-cost evaluation or Fax 
(505) 889-2750 


8400 Uptown Bivd. NE 


A Dip TEFL. MBA or PhO by distance eaming/#e experience! 
Í honorary award from $400. Impossible? Leam about 1.600+ 















DAKOTA STATE 
UNIVERSITY 


A leader in education 
on the Web since 1990 


< Programs in : ¢ Information Systems * English for Information 

Systems ¢ Health Information Administration 

Fall courses run from September 1 to December 15 
Find information on these and many others on our Web site. 
Accredited by NCA and NCATE 

Dakota State University : Madison, SD 57042-1799, USA 

Tel: +1 605 256 5049 - Fax: +1 605 256 5208 

Email: dsuinfo@columbia.dsu.edu 


DSU Online - www.courses.dsu.edu/disted/ 



























Part time, Full time, 
Open Access, 
Distance learning 


MBA 
LLM 
| MSc in following specialisms: 


In Management, for recent graduates 
In Human Resource Management 

In Financial Services 

In Marketing 

In Direct Marketing 

In Facilities Management 

In Operations & Logistics Management 


| Sems, UNIVERSITY OF SURREY 
. | Guildford, Surrey GU2 5XH 

Í Tel: 01483 259347 

Fax: 01483 259511 


-E-Mail sems@surrey.ac.uk 
To www.sems.surrey-ac.uk 


by research 
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BacHELors - Masters - PH.D. 


Credit for work experience + No classroom 
attendance + Accelerated degree programs 
Send Resume for no cost evaluation 


ternationay 
wen son is Unive 
PO. Box 1138 + Bryn Mawr, PA 19010 
Fax: 610-527-1008 + E-mailt: washuniv@op.net 



















Aliseda | 7^ MS MA 
e 1s Pad Swiss & US internships 


The Cficeal Admissions ‘Tab +421 968 TEA 






















http /www.chesteres/aliseda ~ 


| Le Centre Bourguignon 
| + Full immersion 

* For company personnel 
* Tailored, one-to-one 

* Private room, full board j 


ret +33 3.85 45 87 00 sax +33 385 45 87 01 


INTERNET LanguesCultures! @ Compuserve com 


‘etiEiras: effect 





pper 
ltures 


English in England "eimen | 
at Riversdown House 


* 25 years of English language and cultural training 
fal * 25,000 satisfied customers from 70 countries 

C= eae Will you be one of the happy LOOO for 19987 
C3 RICHARD LEWIS Riversdown House, Wornford, Hompshite $032 3LH 
COMMENT CATIONS TEL $44-1962 771111 rax 444-1962 771955 







UNIVERSITY OF LONDON 
DISTANCE LEARNING PROGRAMMES 









Centre for International 
Education in Economics 















xX © Postgraduate Diploma in Economic Principles 
Da Quays @ MSc in Financial Economics 


pee torte @ MScin Financial Management 
@ MSc in Development Finance 





















if you are interested in a postgraduate qualification 
BUT can’t spare time away from work or home, our award winning 
programmes offer you: fey 


world-class education without interruption to your career 
specially designed, fully comprehensive materials 

high quality tutorial support 

registration anywhere in the world for up to 5 years 


For a brochure, write to the Centre Secretary, CIEE, SOAS, 
University of London, Thornhaugh Street, London WC1H OXG. 
For further information about our programmes, 
please telephone + 44 171 323 6342 
Centre Tel: + 44 171 323 6366 (24 hours) Fax: + 44.171 637 7075 
Email : CIEEWOL @SOAS.ac.uk Quote reference Econ/6/98 
Web page: hitp://www.soas.ac.uk/Centres/CIEE/ 
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ANALYSTS/WRITERS 


Business Monitor International, a leading publisher of business infor- 
mation on emerging markets, is recruiting full-time and freelance staff 
to write and edit forward-looking reports on the Middle East & Africa, 
Indian Subcontinent and Eastern Europe. If you have specialist knowl- 
edge in any of these regions, a background in macroeconomic and po- 
< Jinical risk analysis and strong writing ability, this is an excellent career 
opportunity offering competitive salary/fees and conditions. 





Send CV and recent writing samples to: gis 
Jonathan Feroze 


BUSINESS MONITOR ÎNTERNATIONAL LTD. 
179 Queen Victoria Street, London EC4V 4DD 


1897 


-KNOW HOW FUND 


The Know How Fund (KHE) within the Department for Int 
British Government Technical Assistance for the countries of 
‘The KHF provides support to these countries as they move towards a market economy and pluralist 


The creme always rises to the top, 
so why shouldn’t you? 


Looking for the way to achieve that higher level of income? If 
you’re an international senior executive, over 40, and currently 
earning +100K per year, we can assist you in attaining your 
goals, At Resume Broadcast international, our team will manage 
your career search with the expertise you have came to expect. 
Our commitment is not just 40 hours per week, but 24 hours a 
day, 365 days a year. Contact us. at Tel: (909) 866-4213, Fax: 
(909) 866-4244 or E-mail: 402224.3306@compuserve.com 
today and watch the doors to opportunity open tommorrow. 


Resume Broadcast international 

PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: +4 (909) 866 4213, Fax: +1 (909) 866 4244 

Email: 102224.3306@compuserve.com 


EKC NOW 


ernational Development is the channel for 
Central and Eastern Europe and Central Asia. 


FUND 


democracy. The KHF has a range of professional advisers who gather sectoral intelligence, identify future 
opportunities and manage existing projects. We invite expressions of interest from suitably qualified individual consultants to 


‘act as advisors in financial services and privatisation. 


Financial Services Adviser 


Working on programmes involving, the Russian Federation, as well as other countries, you will develop an overview of the 


state of their financial services and consider the scope for improv 
You will also help in the identification, appraisal and implementation of financial services projects, monitoring their progress 


here necessary to ensure their objectives are achieved. 


through overseas visits and reviewing and recommending action w 


ement, consistent with the objectives of KHF strategy. 


Privatisation Adviser 


-You will work as part of an interdisciplinary team, contributing specialist knowledge to the planning and implementation of 
technical assistance programmes in Ukraine and other transition countries, This involves developing an overview of the state 
of privatisation in the country concerned and of the scope for the transfer of British know- how, consistent with KHF strategy. 
In addition, you will assist in identifying, appraising and implementing privatisation projects and monitoring their success. 


This will require overseas visits. 


QUALIFICATIONS 


The Financial Services Adviser will need a wide knowledge of banking, capital markets and the main market 
participants /institutions overseas as well as in Britain, and an understanding of regulatory issues. Experience in a range of 


financial services organisations will be an advantage. 


The Privatisation Adviser will need to demonstrate practical experience of major privatisations, with particular emphasis on 
establishing post-privatisation and regulatory competition regimes, and knowledge of internationally accepted best practice. 


For both posts, first class project preparation, monitoring and im 


plementation skills are vital. You should also have 


knowledge of British consultancy and training resources in this sector, as well as experience of recruitment and bid evaluation. 


You must be an excellent communicator. Applicants should be British or Recipient Country Nationals. 


TERMS OF APPOINTMENT 


We expect to appoint advisers for two years. The number of days to be contracted will be agreed as part of the contracting 


process. 


For further details and application form, please write to Cont 


racts Officer, Ref No: AH364/CNTR 4729-4730/TE, 


"Abercrombie House, Eaglesham Road, East Kilbride, Glasgow, G75 8EA or telephone 01355 843472. 


Closing date for applications is 3.July 1998. 


DFID is committed toa policy of equal opportunities and applications for these posts are sought from both men and women. 


DFID 


Department for 
International 
Development 
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Overseas Rural Development 


Vacancies 
World Vision is a Christian international relief and development agency 
working with the poor, in over 100 countries of the developing world. 

~The following overseas staff are curently required for the British Government (DAD) funded, agricultural 
development project in Zombezia Province, Mozambique. 


Rural Sociologist/Agro-Sociologist 
Tha holder ‘of this post will work with agricultural extension. ond research stofi, to develop o former to 





NATURAL RESOURCES INTERNATIONAL 


BUSINESS DEVELOPMENT 
MANAGER 


Nw Resources International Lid is a joint venture come 
owned by a consortium of universities which was. forr 
part of the privatisation of the Natural Resources Institute 


farmer extension system, ond community managed agricultural development organisations. Candidates 
should be able to. demonstrate experience of farmer participatory research and extension, the use of PRA 
te establish community based programmes and organisations, as well as the monitoring of the impad 
‘at agricultural development programmes on the livelihood security of rrol communities. 


~ Credit Advisor 
The hol er gf this post will establish financially viable credit institution that will deliver credit fo rural 
dwellers in the Project torget areas. Candidates should be able to demonstrate experience of the 

“establishment of micro credit institutions, preferably using the ‘village banking method’, in Africo. 


Land Tenure Specialist 
The holder of this post vill co-ordinate o programme that will develop methods ond procedures, within 
present Mozambican land tenure tow, for improving the land tenure security of rural communities. This 
programme. will use the services of both Mozambican NGO's ond Government institutions. Candidates 
should have managed programmes that have succeeded in enabling smallholder farmers gain greater 
‘lond tenure security. Knowledge of the use of participatory techniques for resolving land tenure conflicts 
“and the use of computer cided land mapping and registration systems, will be needed. 


- For the above posts a minimum af ten years relevant post graduate work experience is required, with at 
least five years in Africo. The ability to leam a foreign language must be demonstrated, preferably with Please apply in writing for further information to John Disney, 
’ fluency ity spoken and written Portuguese, All the above posts are salaried positions witho package of PO Box 258. Chath Kent 
benefits inchiding housing, utilities and medical insurance. Our staff are fully in sympathy with World > am, vy 
Vision's Christion basis of faith, ME4 4PU. Fax 01634. 883955, ° 


bos 3 amail- ig Gi ic] 
Ldn Gleb daca tal Vege Ga? WI E-mail: J.G.Disney@ greenwich souk 


{ar for information about other employment opportunities within FERESE OR Web Site: 


World Vision’s projects overseas) Please write to: Ovdisegs Recruitment, e T Can a . s a 
World Vision UK, 599 Avebury Boulevard, Milton. Keynes, MKI: 3PG. nie eee ali http://www.nrinternational.co.uk NATURAL RESOURCES IN * 
stead Canty He. 28 


Tel Re O1 908 841000 Fox No: 01908 844014 


seeking a Business Development Manager to market our manag 
services and develop new: business in the natural resources 

sector, with a main focus on Asia, but contributing to other régions, 
as appropriate. ; 
The role involves: identification of business opportunities; preparation: 
of competitive bids; contribution to regional strategies; business 
planning; monitoring of business. outputs. 


Attributes required: track record of winning business from donors in 
the NR sector; broad appreciation of renewable natural resources; 
relevant overseas experience; language skills an advantage. os 
A competitive salary is on offer up to £38,000 per annum, dependent 
on experience. The post is for a fixed term of up to five years. 


Entec is a major environmental and engineering consultancy employing aver GOO staff and associates across.a national 
network of offices. We believe our considerable success is due to our people and their talent to meet each new challenge, 
at whatever level, through technical excellence, teamwork, flexibility and innovative thinking. Thats why we 
encourage open communication, reward on merit, actively support professional development and can deliver exciting 
career opportunities as the business continues to grow. 


Principal Economist 


LONDON ECI COMPETITIVE SALARY & EXCELLENT BENEFITS PACKAGE 


This is an excellent opportunity for the right candidate. We are seeking to expand our capability with an appointment, 
that will form the nucleus of our economics ‘centre of excellence’, meeting project demands and implementing a... 
challenging growth strategy. 

The ‘right candidate’ will have:- 

© a degree in economics or related disciplines; 

e 8-10 years’ consultancy experience with a UK bias; 

æ experience in both classical economics (eg feasibility studies, cost:benefit analysis) and environmental economics; 

è a track record in developing new business and managing projects effectively, 


e experience in the public and industrial sectors; 


You will be:- 
- @ excited by challenge and driving for results; ° 
® socially confident with excellent networking and communication skills; 
e interested in the management and development of junior staff, 
interested applicants should send a CY along with details of your salary aspirations and telling us what you can bring to Entec 


to Alison Mason, Entec UK, | 60-162 Abbey Foregate, Shrewsbury, Shropshire SY2 6BZ. Closing date: Tuesday 30th June 1998. 


creating the environment for business 
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The institute for Housing and Urban Development Studies 
(HS) is an independent foundation with its home base in 

otterdam, The Netherlands, which offers post-graduate i 
education (MSc, MA, PhD), training (Dipl. Certif.), research 
and advisory services in The Netherlands, Asia, Africa, Latin- 
“America and Central and Eastern Europe in the fields of 
Housing, Urban Management and Urban Environment. The 
Institute aims to strengthen local capacities in housing and 
“urban development, with the overall objective to improve the 
urban quality of life and reduce urban poverty. 


| INSTITUTE FOR 
HOUSING AND 
URBAN 

DEVELOPMENT | 


(STUDIES 
AN 

HEAD OF URBAN ENVIRONMENT 
DEPARTMENT 
Due to the acceptance of an assignment abroad, the position of 
“Head of the Urban Environment Department has become vacant. 
Since 1993 the department helps to build capacity at local level to 
:- manage the environment within the context of overall urban and 
_fegional planning and management. 










































~The position on offer is a challenging one, combining leadership 
gkills with management, professional and academic 
‘esponsibilities, which include: 
* Jeading and managing the Urban Environment Department 
and its expanding portfolio of education, training, research, 
and advisory services, under the overall supervision of the 
Director of the Institute; 
* representing the Department and the Institute with regard to 
Netherlands international education institutes and 
_ universities, Netherlands government departments, donor 
institutions and clients; 
* participating in overall management of IHS together with the 
: Director and.other Department Heads, and 
_. e initiating, acquiring and providing training, research and 
= eonsultancies in the subject areas of the Department and 
| motivate staff to do likewise. 












Qualifications and Profile: 
< * considerable academic achievement demonstrated by an 
¿< garned doctorate in a relevant field and well-developed 
teaching skills; 
* strong leadership qualities and proven managerial ability; 
* a minimum of 15 years of experience, of which a significant 
part has been in developing countries, transitional 
economies and/or international institutions; 
« a flexible attitude and the ability to work within a multi- 
_.. disciplinary and multinational team; 
~ outstanding oral and written language skills in English and 
knowledge of or willingness to learn Dutch; 
+ willingness to live in or near Rotterdam, and 
* willingness to undertake short-term assignments abroad. 

























“Dutch labour legisiation is applicable. Position available immediately. 


-IHS is actively recruiting more female academic staff. Women 
professionals are, therefore, particularly invited to react. 


: Applications, including a detailed curriculum vitae and the names of 
three yeferences should be submitted within fifteef days after the 
publication of this advertisement to: Institute for Housing and Urban 
Development Studies (IHS), Mrs. D. Schreiber, Personnel Officer, 
“P.O: Box 1935, 3000 BX Rotterdam, The Netherlands. 

© Tel.: (431-10) 4021523, Fax: (+31-10) 4045671, 

E-mail: pz@admin.ihs.nl 

For further information, contact: Dr. E.A. Wegelin, Director, 

or visit our homepage: http://www. ihs.n! 






















ZS TECHNISCHE 
l WŒ) UNIVERSITÄT 
—/ DRESDEN 


At the Faculty of Economics and Business Management of the Dresden 
University of Technology a vacancy fora 


Professor 
in Technology-oriented Entrepreneurship 
and Innovations Management 


is to be filled by October 1,1998. 

What we expected is the responsible and independent representation of the 
subject in research and teaching as well as significant support for the initiative 
for Entrepreneurial Activities set up by Dresden University of Technology. 
The requirements are: profound theoretical knowledge and practical experience 
in the establishment of businesses, in the management of technology- and 
innovation-oriented businesses as weil as in innovations and project manage- 
ment. The candidate will need to show thorough knowledge and experience 
made in the fields of Entrepreneurial Training, gained in the USA or other 
countries, and in Risk Capital Management. 

The candidate should meet the conditions of employment in compliance with 
§ 51 Sächsisches Hochschulgeselz of August 4, 1993. 


Dresden University of Technology aims at increasing the proportion of female 
academic staff. Applications from persons with disabilities but of relevant 
suitability are kindly asked for. 

Please submit your application papers, inch 
vitae, academic and professional background, list of publications and attested 
copy of the certificate of the highest academic degree before July 3,1998 
to: Dresden University of Technology, Faculty of Economics and Business 
Management, Prof. Dr. Werner Esswein, D-01062 Dresden, Germany. 


































uding photograph, curriculum 























Assistant (Associate 
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Social Responsibility 
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London Business School is seeking to appoint an Assistant/ 
Associate Professor of Business Ethics and Social Responsibility. 
Applications are sought from individuals who are specialists in 
the field or whose specialism is in another area of management 
studies but who have a particular interest in. business ethics. 
Candidates should provide evidence of their ability to teach 

at postgraduate level in a business school environment and to 
conduct relevant high-quality research, They should have a PhDs 
and, in the case of applicants at the Associate level, a proven 
track record of publications. Experience of executive teaching 
would also be an advantage. : ; 

The School is superbly located. in Regents Park, central 
London. It. offers first. class facilities, a unique international ` 


ambience and a competitive remuneration package. 











Letters of application, accompanied by a curriculum vitae and 
the names and addresses of three referees, . a 
should be submitted to the Research & 
Faculty Office, London Business School, 
Sussex Place, Regent’s Park, London NW1 
45A, (Ref BE), by Friday, 10 July 1998. 


London 
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Junior Economists 


Chase is one of the world's foremost financial institutions. They are a leading 
participant in global emerging markets, with an excellent reputation in research. 
In London, the research team is responsible for analysing the economics of 
emerging European and African countries together with interest rate, money market 
and FX analysis. There is a current requirement for two junior economists to join 
this team in London on a contract basis for up to 18 months. There is a definite 
possibility that the contract could be extended to a permanent basis. 






































The positions will invelve supporting the senior economists, gathering data from 
original sources, maintaining spreadsheets, assisting with economic forecasts and 
writing country reports. 










All applicants must have an excellent first degree in economics together with a 
masters. The ability to speak and write in English with total fluency is essential. 
Fluency in Russian, French or other relevant language would be appreciated. Other 
requirements are a high level of motivation, the ability to thrive under pressure, 
excelent analytical skills. 









These positions provide an outstanding opportunity to gain experience of 
emerging market economics in the international bond and currency markets. To 
apply, please forward a c.v. with covering letter to Katie Etheridge at ASL 
Search and Selection. Closing date: Friday 26th June, 1998. Selected 
candidates will be forwarded direct to Chase, Mailing address: ASL Search and 
Selection, 50 London Road, Sevenoaks, Kent TNi3 LAS, England. Telephone: 
44 (O)1732 741855. Fax: 44 (091732 741499. e-mail: asl uk@aol.com. 





Chase. The right relationship is everything.“ 


‘Faculty of Economics and Politics 
Temporary Unestablished 
Lectureship/Assistant 
Lectureship in Macroeconomics 


Applications are invited for a Temporary Unestablished 
Lectureship/Assistant Lectureship in Macroeconomics tenable from 
1 October 1998. 


Appointment will be made at either Lecturer or Assistant Lecturer 
level, depending on the age of the person appointed and will be 

| offered for a fixed term of 12 months from 1 October 1998 with the 
possibility of extension for a further limited period. 


The pensionable scales of stipends are: 


Lecturer: 

£19,371 a year, rising by eleven annual increments to £29,875. There 
is no grade of Senior Lecturer. 

Assistant Lecturer: 

£16,645 a year, rising by six annual increments to £21,016. 

Stipends are under review. 


Further information may be obtained from the Secretary of the 

H Appointments Committee for the Faculty of Economics and Politics, 

|| University of Cambridge, Austin Robinson Building, Sidgwick Avenue, 

‘Cambridge CB3 9DD to whom a curriculum vitae, list of publications, 

| and the names and addresses of three referees (including e-mail 

| addresses) should be sent to arrive no later than 3 July 1998. E-mail 

address: ruth.fenton@econ.cam.ac.uk. Candidates should ask their 

‘referees to send reports direct to the Secretary of the Appointments 
Committee to reach her by the same date. 


. -The University follows an equal opportunities. policy. 


€ ECONOMIST TUNE 13TH.1998 














THE UNIVERSITY 
OF BIRMINGHAM 


DEPARTMENT OF ECONOM 
CHAIR OF ECONOMICS 


Applications are invited from candidates specialising in an 
area of economics or econometrics. The person: appoint 
will be active in research, play a major role in developing the 
Department's research profile and contribute fo its teaching 
programme. 





































For informal enquiries: Professors Kelsey, Sen or Sinclair 
via +44 (0) 121 414 6740, (e-mail: M.Hyde @ bham.ac.uk). 


Further particulars may be obtained from Mr P J F Scott, 
Director of Staffing Services, The University of Birmingham, 
Edgbaston, Birmingham 815 2TT. Tel: 0121 414 6478; 

Fax: 0121 414 7043 or Web: http://www.bham.ac.uk/staffing/ 









The closing date for applications is: 24 July 1998. 
Working towards equal opportunities. 





ah 
wyw 
ICRAF 


ICRAF is an international research organisation supported by the Consultative Group. on 
International Agricultural Research. ICRAF’ ultimate purpose is to contribute to improving. 
human welfare by alleviating poverty, increasing cash income, improving food and mutrition: 
security, and enhancing environmental resilience through improved agroforestry in the tropics. 


The Programme = ‘The position is with the Systems Evaluation and Dissemination 
Programme of ICRAF’s Development Division. The programme's current majar projects focus: 
on developing choices with farmers, assessing farmers’ responses and facilitating adoption and)” 
impact. The position falls under the Southern Africa Region of ICRAF's operational structure and 4. 
is based in Harare, Zimbabwe. $ 


The position The scientist will develop the programme’s activities in Zimbabwe in : 
collaboration with the Project Leader and the Head of the Agronomy Institute of the Departient, 
of Research and Specialist Services in Zimbabwe. The incumbent will work ina F 
multidisciplinary team with other scientists, and will be expected to develop and arenge iÈ 
collaborative links with national agricultural research and extension systems, goveranient and" 
non-government organizations, the private sector and other international agricultural Tescural 
centres in the region. 
Specific duties will include the development and participatory evaluation of agrotcacsiy) 
innovations which ameliorate declining soil fertility and seasonal shortages of fodder. The 
incumbent will also be expected to provide technical support and training to ORAF’s partners in 
the region in the fields of experimental design and approaches to participatory research in 
agroforestry, Other responsibilities. will include assisting in preparation, implementation and 
effective management of the annual programme of work and budget. ‘The scientist will report w 
ICRAF’s Southern African Regional Coordinator and the Programme Leader. : 


Ine candidate The successful candidate should: 
have a PhD in a social or biophysical science with a broad-based knowledge of agroforestry 
and agriculture; knowledge of forage agronomy would be an advantage 

* have at least $ years of related experience, a significant part. of it being field experience in 
participatory on-farm research in the sub-humid tropics;.a sound knowledge of small-scale 
farming systems in sub-Saharan Africa would be a special advantage 

* have a demonstrated administrative ability to design, establish and coordinate malti- 
disciplinary research programmes 

* have demonstrated communication and leadership skills in working with scientists, extension 
workers, NGOs and farmers. 

* have the ability to work well in @ cross-cultural and multidisciplinary environment 

* be a skilled communicator with excellent command of English 

* have a high scientific achievement as indicated by a good record of publications in 
internationally refereedjournals 


Terms of offer An internationally competitive salary and benefits package is provided, The 
contract is for continuing appointment up to 10 years, subject to a l-year probationary period, 
satisfactory performance and adequate funding, ; 
Applicants are invited to send a detailed curriculum vitae, including date of birth, salary details, 
and names and addresses of three referees (including telephone and fax numbers and e-mail 
addresses). All correspondence should be addressed to the Head of Human Resources, 
International Centre for Research in Agroforestry, PO Box 30677, Nairabi, Kenya; 
email: rjecuyer@cgnet.com, tel: +254 2 521456 ext. 2348, fax: +254 2 821004, 

We invite you to learn more about ICRAF by viewing our Internet site at 


http://www.cgiar.org/icraf, Women are particularly encouraged to apply. 
Applications will be considered until 31st July 1998 or until the position is filled. 


International Centre for Research in Agroforestry F 
recruiting... a 
a Scientist (Agroforester) ICRAF 

































































“ActionAid works with some of the world’s poorest communities in 
Africa, Asia and Latin America, helping them to heip themselves 
to a more secure and positive future. 


Head of Emergencies 
London based £32,587-£35,810 


Faced with continuing natural disasters and increasing levels of 
conflict in the countries where we work, ActionAid is actively 
involved in emergency response and rehabilitation work. 


Working within the policy division, you will lead strategic 
planning throughout ActionAid, developing policies and 
providing programme and policy support to emergency work 
in Asia and Latin America, and to our newly established 
Emergency Support Centre in Africa. Working closely with 
our Regional Divisions you will ensure we learn from our 
experiences, develop best practice and thereby strengthen 
our emergency response. As you will represent ActionAid in 
international humanitarian policy debates, strong policy and 
advocacy skills are important. 









Managing a small, specialist team, you will have at ieast five 
years’ management and operational experience in emergency 
and development programmes, some of which will have been 
spent in the field. Senior level strategic planning, relationship 
building and negotiation skills are also essential. 


Written applications, with a CV, should be forwarded to 
Katherine Fairley, ActionAid, Macdonald Road, London 
N19 5PG, UK. Applications may also be faxed to 
(London). + 44.171 263 7613 or e-mailed to 
kathf@actionaid.org.uk. Closing date 6 July. PLEASE NOTE 
ONLY SHORTLISTED APPLICANTS WILL BE CONTACTED. 


For further information 
about ActionAid please 


Serre ACTIONAID 
GREENPEACE 


INTERNATIONAL 
Political Advisers 














Greenpeace International, the Amsterdam-based headquarters of the world’s best 
known environmental organisation, has vacancies for two Political Advisers. 










` Within the framework of Greenpeace’s international campaigns to protect the 
environment and promote peace, Political Advisers play a key role in providing 
strategic direction to campaigns and interface with high-level contacts in 

government, international secretariats and industry. 











One of the vacancies is for a specialist in Trade and Economics, who will be 
responsible for developing and coordinating Greenpeace’s work in relation to 
reform of the World Trade Organisation, environmental economics, and 

multilateral development bank policies affecting the environment. 











The second vacancy is for a specialist in toxic chemical regulation issues, 
including the Basel Convention and related efforts to ban the international trade in 
toxic waste. 






The successful candidates will have a strong academic background and significant 
experience in intergovernmental and/or business decision-making in the relevant 
fields.. They will also have a strong strategic flair, with a proven ability to develop 
political strategies to translate public concerns into environmentally-sound laws, 
policies and practices by government and industry. 














A detailed job description and information about the salary and employment 
‘package are available on request from Paul Hohnen, Director of the Political & 
Science Division (facsimile 31.20.5236 200 or 

paul hohnen@ams.greenpeace.org). 













Qualified applicants are invited to send in a detailed CV together with written 
references to: Greenpeace International, Human Resources Department, 
Keizersgracht 1761016 DW Amsterdam or email: 

Lesley. Hatton@amss. greenpeace.org before June 26 1998 










Universitit Heidelberg 







































Heidelberg Universitat, Department of 
Economics Professorship (C 4) 



















i 

1 

| 

i 

| 

The Department of Economics at Heidelberg is offering | 
a tenured position in economic theory. The successful | 
l 

| 

| 

| 

| 

| 


applicant will teach introductory and advanced courses is 
| economic theory. 


A habilitation or an equivalent qualification is required. | 
| Applicants are expected to acquire the necessary language 

_ skills for teaching in German within two years. Heidelberg | 
University seeks to increase the share of women in the | 
faculty, and therefore explicitly encourages applications | 
from qualified female scholars. 


















Please send applications (including a detailed CV) to 


| 
Prof. Dr. Malte Faber (Vorsitzender der | 
Berufungskommission), | 

| 


Alfred-Weber-Institut der Universitit Heidelberg, 
Grabengasse 14, 
D - 69117 Heidelberg, Germany. 


The closing date for applications is 20/7/1998 




















INTERNATIONAL DEVELOPMENT CONSULTANTS 






The Northumbrian Water Group is a major provider of international 
development consultancy in water utilities, environmental management, 
rural and economic development, and management and vocational 
training. Our teams of consultants draw from the Group's substantial in- 
house expertise in all these sectors, complemented with selected 
associate consultants who are registered with us. 









ULG is the Group’s specialist consultancy in Rural and Economic 
Development which, due to the continued expansion of its work in the 
re-structuring of the agricultural sector, is urgently seeking to expand its 
cadre of associate consultants in: 






Institutional Development and Capacity Building 
Policy Advice 

Community and Social Development 

Marketing and Market Infrastructure Development 
Farm and Agre-processing Restructuring 
Environmental Management and Planning 

Farm Business Management and Advisory Services 
Credit and Finance 

SME Development 








We are particularly seeking individuals who are nationals of, or have 
working experience in, the countries of Central Europe and the Former 
Soviet Union. 










Anyone interested in working in multi-disciplinary, multi-national 
teams in the above areas, or in any of the Group’s. international 
consultancy activities, send your detailed CV to: Claire Tyler, ULG, 
Birmingham Road, Warwick, CV34 4TT, UK. Fax: ++44 1926 401882, 
e-mail: ulg@norgould.demon.co.uk, quoting ref. no, RAS/698/3. 
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FELLOWSHIPS 


EXECUTIVES, JOB HUNTING IN ASIA? 


Contemplating a career search into, within or out of Asia? We can help 
you find a more rewarding position now! Take your first step towards a 


brand new future by contacting us for free info. 
Career el. (662) 2674685 Fax. 2674688 
Path Email: cpasia@bkk.loxinfo.co.th 
af ath 35 7F Room A, 1249/212 Charoen Krung Rd., 
| Asia Bangkok 10500 Thailand, 
Director, Latin American Business & Environment 
International nonprofit environmental organisation seeks a Director to manage 
a project to identify and assist entrepreneurs interested in developing 
sustainable enterprises in Columbia, Central America, and Brazil; and to work 
within this region with management professors incorporating environment and 
‘sustainable development into their academic programs. Requires 5 years of 
| relevant business experience (preferably in Latin America), knowledge of 
environmental issues, and demonstrated ability to write and communicate 


effectively in English and Spanish. MBA and Portuguese language skills 
extremely desirable. Salary commensurate with experience. Excellent benefits. 


Send resume to: World Resources Institute, Attn: Personnel, 1709 New York 
Ave. NW, Washington, DC 20006, Fax: 202-638-0036, httpy/www.wri.org. EOE. 


















Up to £31,182 pa inc 


At the end of the millennium, risk as a 
become. central to our thinking about 
economic activity. The need to manage and regulate risk 
- its causes and impacts - is becoming an essential ar 
of everything we do. : 
The LSE intends to appoint a research fellow | in the area 
of risk to lead the academic and research activities of the 
Programme. The post will be for five years. in the first: 
instance. The fellowship provides an exciting opportunity 
to help shape a highly innovative teaching and research 
programme. : 
The fellow will be able to. combine khoiladóė of the. 
regulation of risk with an understanding of risk and its 
management in the business and financial worlds. a 
For further details please phone 0171-955-6183 or email 
recruitment@Ise.ac.uk with your postal addres: 
Please quote reference number E071. ei 


Closing date for applications 7 July 1998. 









































‘INTERNATIONAL PROPERTY 





pee 





FOR SALE 


Offshore company owning 200 acre 
farm and adjoining 17 acre leisure site 


the LSE is an educational charity committed to equal opportunities 
and excellence in teaching and research ; 





SARDINIA 


For sale + to let 


Serviced Villas (fair to very good) 
on the clearest waters of the Med, 


Also fine 90ft Yacht for charter. 
Tel +39 70 78 6016 
Fax +39 70 78 6428 
For Brochure 





with valuable planning consents close 
to coast in West of England. 
Confidentiality and discretion assured. 
Management provided if required. 
Offers.on US$ 3,750,000 
Tel: +44 171 602 6467 
Fax: +44 171 602 6340. 


BUSINESS OPPORTUNITIES 


‘| WANT TO START YOUR 





‘OWN BUSINESS? 


HOME BASED, PROFITABLE 


PROVEN CONCEPT WITH 
ENORMOUS POTENTIAL. 
NOT MULTI-LEVEL 
MARKETING 
OR FRANCHISING. 
CALL 24 HOURS 
0181 236 4558 (LONDON) 
AND LISTEN. 


TENDER 








The 
Economist 


TO ADVERTISE 
WITHIN THE 
CLASSIFIED SECTION, 

CON 


TACT: 
Philip Wrigley 
London 
(44-171) 830.7000 
Suzanne Hopkins 
New York 
(1-212) 541 5730 





PROPOSALS INVITED 
-FOR DATA NETWORK JOINT VENTURE 





COMSTECH is an Organization established by the Organization of Islamic 


Conference for promoting collaboration in Science and Technology. 

1 COMSTECH has a Data Communication Network Services License and is 

“|| interested in prospective investors willing to utilize the license by investing 

© | [hin building a data network and offering data network/internet services on 

'E-commercial footing initially in Pakistan and later in some of the other OIC 
Member countries (55 countries). Interested Parties should contact the 

‘Executive Secretary, COMSTECH Secretariat, 3-Constitution Avenue, 

G-5/2, Islamabad-44000, Pakistan. 


Yel: 92-51-9220681-3 Fax: 92-51-9211115/9220265 
E-Mail: comstech@isb.comsats.net.pk 
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The following 1998 Seminars cover most aspects of the 
national and international oil, gas and energy industries 


21-25 September 1998 
“UK Oil and Gas Law PAS 
Senvnar Direciors + Stephen Dow (CEPMLP), 
nirst Director + Dennis Stickley. Penelope Warne (Cameron McKenna) 
LP Honorary Lecturer Location e Dundee Fee « £1595 
Fee + £1695 


31 August -4 September 1998 


Negotiating and Documenting 
Petroleum Industry Agreements 











CE 
Locator + Dundee 





28-29 September 1998.. 
7-11 September 1998 Financing International Energy Projects: © 
integrated Decision Making Ari Introduction 
in the Oil and Gas Industry Sein - Professor Keith Palmer 
* Dennis Stickley, CEPMLP (NM Rothschild & Sons}, Stephen Dow 
Honorary Lecturer. Guy Allinson ated 
(Cairn Energy). Ashok Khurana ir London fee + £795 
an + Dundee Feo e £1495 








Serunar Directors 






1-2 Gaeber 1998 


implementing the Directives on Gas and 
Electricity in the E.U. Member States 


15-16 September 1998 
Energy Utility Valuation 


5e NM. fothschild & Sons °% 


hurse Morris Crisp, and CEPMLP (CEPMLP) 
sn e London fee + £950 Lo ve Brussels Fee + £798 


"Directo + Professor Peter Cameron 









Locate: 
















17.18 September 1998 Further information: 
Mrs M McKinlay, ES Department, 
Centre for Energy, Petroleum and Mineral Law and Policy 

University of Dundee: Dundes, 

DOI 4HN, Scotland, UK. 

Tel < +44 (1382) 344309 

Fax $44 (1382) 322578 

eval -cprlp@iduades desk io 

http Awww dundee ac uk/perroleumlawl: 


Managing Mergers and Acquisitions 
in the international Petroieum Industry 


tor + Professor Thomas Waelde 






Serna D 
(CEPMLP) 


Locatan + Dundee 





aC 


Fee + £795 





BUSINESS & PERSONAL 












The Original 


kallback: 


¢ No Deposit 
¢ No Miminum 


e No Set Up Fees 


"Callers get dependable, high-quality service” 
The International Herald Tribune 


New lower 
fates! 


¢ Instant Activation 
e ideal for Home, Office, 









Tel: 1.206.599.1992 * Fax: 1.206.599.1982 
417 Second Avenue West + Seattle, WA 98119 USA 
www.kallback.com * e-mail: info@kallback.com 














Super Low International 
Telephone Rates! 
































Tothe Tothe To To 
From: U.S.: U.K Germany: France: 
France _ Ie Zit  25¢ 28¢ 
Germany 16¢ 18¢ 22¢ 25¢ 
Switzerland 19¢ 21¢ 25¢ 28¢ 
DE- 12¢ 14¢ 18¢ 21¢ 
Netherlands 16¢ 18¢ 22¢ 25¢ 
Italy 24¢ 26¢  30¢ 33¢ 














Tel: 1 (212) 629-3268 
Fax: 1 (212) 629-3269 


maxinfo@maxtelecom.net 


Uae 


Great rates from the U.S. 
1 (800) 965-1645 


Complimentary Report 


My 1998-99 Trading Plan 

to Prepare and Profit from 

Stock Market Uncertainty, 

Interest Rate Hikes EMU 

and the Asia Market Crisis 
Senior Trader 


For this complimentary report and my services guide 
call toll-free or e-mail today 


International Toll-Free Telephone Numbers 


Australia 1800125944 
Brazil 0008119215513 
Cyprus 08090605 


Belgium 080015880 Bermuda 18008784178 
Chile 12300200612 Colombia 980120837 
Denmark 80016132 Finland 08001110064 
France 0800902246 Greece 00800119213013 Germany 08008296660 
Holland 08000220657 Hong Kong 800967209 Hungary 0080013239 
Indonesia 00180019216213 Ireland 1800559294 Israel 1771000102 
Italy 167875928 Japan 0031126609 Korea 00308110243 
Luxembourg 08004552 Mexico 958008784178 N Zealand 0800441880 
Norway 80012033 Poland 008001111242 Portugal 050112632 
Singapore 8001202501 S. Africa 0800996337 Spain 900931007 
Sweden 020793158 Switzerland 0800897233 Thai. 001800119216613 
Turkey 00800139219013 UK 0800966632 USA 8009945757 
USA Toll +714-376-8020 USA Fax +714-376-8025 
e-mail pcforex@pacbell.net 
AROUND THE WORLD ------ AROUND THE CLOCK 
FOREX CAPITAL MANAGEMENT 
EXCELLENCE IN CONFIDENTIAL BROKERAGE SERVICES 
ACCOUNT MINIMUMS $25,000-$5,000,000 (USD) 
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Hotels and Mobile Phones 


Agents 
Wanted 















Diabetes Breakthrough Treatment 
Distributors Wanted Worldwide 


New from China, Clinically Tested & Govt 
Appvd. FDA US, All Natural, No Side Effects 


Diabetes Angel Health Products 
5801 Uplander Way, Culver City, 
CA 902 







IMMIGRATE TO CANADA 
“We Can Help” 


25 Years Experience in Immigration Matters 
The law firm of Somjen & Peterson 
hitp://www.somjen.com 
Email: somjen@somjen.com 
Suite 810, 1240 Bay Street 
Toronto, Ontario, Canada, MSR 2A7 
Tel: (416)922 8083 Fax: (4167922 4234 
“We Can Help” 


So You Want to Buy A Ranch? 


One-hour via Interstate 8 from San Diego’s warm, 
sandy beaches is America’s ‘high country’ ranch secret. 






















Tel: 310-649-3979 Fax: 310-649-3873 
www.diabetesangel.com 





100% perfect four-season climate nestled in a million acres of national forest 
solitude, seclusion, and serenity. 4,600-acre working ranch. 5,000 sq ft 
hacienda/ guest homes/ barns/ pool/ lakes fishing ponds/ springs/ airstrip/ 

oak-studded green valleys, mountain vistas. 
Awesome investment potential, Ideal for 27-hole golf course/ 1100 homes/ hunt 
club/ bottled spring water-or just hide out and enjoy! 
Never offered before. $8,000,000 (firm) 
AG&Cie (619) 792-1726 (phone/fax) 


Save 30-70% on Internati 






“Justice rated #1 in Callback Service.” 


1997 Intemational Telecommunications Association 


e Business, residential, and 















i Japan 27 

cellular savings. Medes ae 

© Earn Free air travel with 1 Taiwan 49 

WorldMiles program. ` Venezuela 43 

join the prestigious ' 4 Brazil 50 
Justice Agent Program. : 4 Intra-European 

Leg Rates: 

Czech Republic .25 

Italy 3 

at 

Die Netherlands 3 

Norway ety 

| TECHNOLOGY CORPORATION | Russia 36 

It’s just what you're looking for. Switzerland 16 

Mention this ad for a sign-up bonus. Agent inquiries welcome UK 08 


1-310-526-2200 1-310-526-2100 fax www.justicecorp.com 


SAVES YOU MORE 


ON INTERNATIONAL CALLS! 





RATES TO THE 


UK caiste 
France......25¢ 
Germany ....22¢ 
Italy........32¢€ 
Netherlands. . 25¢ 
Switzerland . . 26¢ 
Brazil.......63¢ Numerous Special Services Included 


Malaysia .... 49¢ - No Extra Charge - 


Call: 201.287.8400 Fax: 201.287.8434 
in the U.K, Call: 44.171.360.5037 Fax: 44.171.360.5036 
economist@newworldtele.com http://www.newworldtele.com 


[ISXWORLD 


TEC ECOmMweOnTCAaTIO’S 


Most new customers are 
referred by satisfied 
NewWorld users 


Now earn 20% by 
referring a friend 








Business to Business agents welcome 
201-287-8400 


1402 TEANECK ROAD + SUITE 114 + TEANECK, NEW JERSEY + 07666 -+ USA 
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BUSINESS & PERSONAL 


FREE CASH GRANTS! College. 
Scholarships. Business. Medical bills. 
Never Repay. Toll Free 1-800-218- 
9000 Ext. G-4265 US Only. 


en ereenaneenneennnmenenteene 
GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 
current listings, 
Hiiemaa 
“2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax: +3120-5241407; E-Mail: 
100413.3245@compuserve.com; 
http://www.global-money.com 


Ne 
Branch in Hong Kong 


Set branch in HK with minimum expenses:- 
‘> Handle L/C, Shipping and banking document 

+ Accountancy, tax planning and audit. 

~ Trademark registration in HK and PRC 

~ Steppingstone to PRC & promote business 
Precise Management (USA) Limited 
Phone: 718-232 4760 Fax: 718-232 4766 
E-Mail: usapmi@aol.com 


INCORPORATE | 
J. FREE information 


Ri 
* All US. States and Offshore 
* Attorney owned and operated 


Fax 305-672-9110 


www.corpcreations.com 


TRADEMARK 


OFFSHORE COMPANIES 
Nova Business Services 


TEL. 0044 1624 616009 
FAX. 0044 1624 616022 
Irish Co. 225 R/O 120 
loM Co. 240 R/O 120 


i START YOUR OWN 
ı IMPORT/EXPORT AGENCY 
No capital or exp. req. No risk. Work 
from home. Part/Full time. Help Desk. 
Established 1946. Clients in 120 countries. 
Free Booklet. 
WADE WORLD TRADE 
Dept 2024 50 Burnhill Road 
Beckenham Kent BR3 3LA 
Tel: +44 (0) 184 650 0180 (24hrs) 

Fax: +44 (0) 181 663 3212 
hitp:/Awww.wadetrade.com 
am a nr eon A A AD 


NEW AUTHORS 


PUBLISH YOUR WORK 


ALL SUBJECTS CONSIDERED: 
Fiction, non fiction, Biography, Religious, 
Poetry, Childrens, 
AUTHORS WORLD-WIDE INVITED. 
WRITE OR SEND YOUR MANUSCRIPT TO:- 

: MINERVA PRESS 
2 OLD BROMPTON RD. LONDON. SW7 3DQ| 
















ea se om nu 








2nd PASSPORTS 
OFFSHORE COMPANIES 


For confidential, professional service, 
: contact: 


Maritime international Ltd. 

| P.O. Box WC166, Bay View Place, 
Crosbies 

St. John’s, Antigua, West Indies 

Tel +1 (268) 461-2024 

Fax +1 (268) 462-2718 

Email: maritime@candw.ag 
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S & SERVICE SIN, R 
RY cE, 
‘ON Modern, comfortable | “7s 


Serviced Apartrnents offering Best Value for Money. 
Unbeatable location in South Kensington, 
2 person apartment from £70 per night 


4 person apartment from £115 per night 







q 


Tourist Board Commended 
ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 40G. UK. 


Tek ++ 44 171 370 2663 
ARDEN 


W _ 7) 
forrsHore 
TAX-FREE 


companies world-wide 









formation and administration 
of companies 
opening of bank accounts 
tel/fax/mail forwarding services 
LAVECO LTD. 
1092 Budapest, Ráday u. 33/a, Hungary 
Tel.: (364) 217-96-81, 216-54-13 
Fax: (361) 217-44-14 
E-mail: laveco @mail. matav hu 
Ask for our FREE information 
brochure! 
Languages spoken: English, 
French, Russian, Bulgarian 


We incorporate and provide management 
services in all leading jurisdictions. 
Offshore structures can cut taxes and offer 

significant asset protection, 


For further information, please contact 















TEL: + 44 1624 801801 
FAX: + 44 1624 801800 
E-Mail: iom@icsl.com 
GIBRALTAR - STEVE ROWLEY 
TEL: + 350 76173 
FAX: + 350 70158 
E-Mail: gib@icsi.com 
HONG KONG - SIMON HANLEY 
TEL: + 852 2542 1177 
FAX: + 852 2545 0550 
E-Mail: hk@icsl.com 
SOUTH AFRICA - ANIKA SAVONA 
TEL: + 27 21 418 4237 
FAX: + 27 21 418 2196 
E-Mail: icssa@iafrica.com 
UK - MS PEYMAN ZIA 
TEL: + 44 171 493 4244 
FAX: + 44 171 491 0605 
E-Mail: uk@icsi.com 
USA - JERRY BAKERJIAN - BBA 

TEL: + 1954 943 1498 
FAX: + 1 954 943 1499 
E-Mail: usa@icsi.com 






















http: /www.ICSL.com 





/)FFSHORENS 


7 


SCF is one of the world’s largest tax 
planning practices. Fully owned an 

operated by lawyers and accountants 
All our consultants are professionally 
trained and will ensure your affairs willl 
be dealt with. in- an atmosphere. of] 
utmost privacy and confidentiality. = 
ERETTE SE PREE SAPERET AEAT 


WORLDWIDE OFFICES CAN 
mm PROVIDE: fy 





re 


WORLD WIDE 


No. 1 OFFSHORE 

COMPANY AND 

TAX PLANNING 
SPECIALISTS 


Since 1975 our worldwide staff of 
aver 275 muiti-disciplined 
professionals including lawyers, 
chartered accountants, chartered 
secretaries, and bankers have 
provided confidential and cost 
effective company formation in all 
the major low tax areas. 




























© COPYRIGHT & PATENT REGISTRATION 
@ ASSET PROTECTION TRUSTS = 
@ VESSEL/VACHT REGISTRATION 


LOWEST 1" YEAR 
& ANNUAL FEES 
GUARANTEED 


For confidential & friendly advice please contact 
LONDON OFFICE © 
90-100 SYDNEY ST, 
CHELSEA, LONDON, 
SW3 6NJ 
TEL: + 171-352 2274 
FAX: + 171-873 9688 
E-mail: offshore@sctgroup.com $ 
FREEPHONE: 0800 262 856 
www.scfgroup.com 


DUBLIN OFFICE | 
27-29 LWR PEMBROKE ST, DUBLIN.2 
TEL: + 353-1-662 1388 
FAX: + 353-1-662 1554 
E-mail; offshore@sefgroup.iol.ie 


@ BAHAMAS 

@ BELIZE 

@ BV ISLANDS 

@ DELAWARE LLC 
© GIBRALTAR 

@ HONG KONG 

© HUNGARY 

@ IRELAND 

@ ISLE OF MAN 

© JERSEY 

© MADEIRA 

@ MAURITIUS 

@ NEVIS $575 
® SEYCHELLES $350 


Other Jurisdictions & Offshore Banks 
Available on Request 
LUXEMBOURG - EVELINE KARLS 
Tek +352 224 286 Fax: +352 224 287 
FINLAND - JENNY KOMPULAINEN 
Tel: +358 9 6968 2569 Fax: «358 9 6989 2565 
HUNGARY - LASZLO KISS Bsc (Econ) 
Tel: +36 1 351 9959 Fax: +36 1 351 9958 
CYPRUS - CHRISTODOULOS VASSILIADES 
Attorney-at-Law 
Tel: +357 2473211 FAX: +357 2 463463 
SINGAPORE - DIANA BEAN 
Tek +65 535 3382 Fax: +85 $35 3991 
HONG KONG - RAYMOND CHOI 
MBA MLIA (Dip) 

Tel: +852 25220172 Fax: +852 25211190 
SHANGHAI - BART DEKKER itm 
Tel +8 21 6248 4355 Fax: +86 21 6248 1421 
USA WEST COAST - AICS itd 

KEVIN MIRECKI Atiorney-atlaw 
Tel: +1 714 854 9344 Fax 5 
For immediate Service & our Free 110 
Page Colour Brochure Contact: 


ISLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 

REGISTRATION AGENTS LTD 

PO Box 55, Ramsey, 

isle of Man, Great Britain, IM99 4EE 

E-mail: economist@world-mail.com 
TEL: +44 1624 815544 
FAX: +44 1624817080 

LONDON - RICHARD COOK, asc 
Tel: +44 171 355 1096 Fax: +44 171 493 4979 
1$09002 CERTIFICATED 


$500 
$500 
$500 
$495 
£250 
$450 
$1995 
£225 
£250 
£495 
$2250 
$500 













































Other European Offices 
Athens, Budapest, Lisbon, Monaco, Moscow; 
Nicosia & Sofia: 


For a free colour brochure on- 
how you can save taxes please 
complete this coupon below: 


Name 

















































Offshore information on 
WWwW.ocra.com 


ECONOMIC INDICATORS 


LL 

OUTPUT, DEMAND AND JOBS Swedish cpr fell by 0.9% in the first quarter, but was 2.5% | 
upon the same time last year. Industrial output in Germany fell by 0.6% in April, but grew by 
4.7% over the year. Britain’s output grew by 1.0% in the same month and by 1.2% year on year. 
In May America’s unemployment rate remained at 4.3%. 











% change at annual rate 







































































COMMODITY PRICE INDEX 
The Australian Wool Group, a 
business consortium, has corhe up with a 
new plan to revive Australia’s ailing wool 
industry. It aims to create an A$i50m 
















































































cor "GDP forecasts y grateation yy re | ($88m) listed company by buying growers’ 
3mthst 1year 1998 1999 3mthst 1year 1ye latest yearago | investments in Wool International (w1), 
Australia +53 44901 +28 +32 +32 +27 04 + 28 Q 8.1 May 88 which manages the country’s stockpile of 
Austria na +25 197 +26 + 26 +119 +69 Nov + 33 De 73 vay 7) | 11m bales (195m kilos). wi has sold some 
Belgium -14 42504 +28 +27 he) = AT Mere + 82 Jan 119 May 125 408,000 bales this season, as it runs down 
Britain 421 4290) +23 +18 +18 + 1.2 Ap +42 4 64m 74 | the pile. The AwG would bid at auction for 
Gree $37 Eo 33 28 98 3h ue v6 ox 84 1—34- | stockpiled wool each quarter and hold it 
France +24 4349 +29 +28 + 5.1 + 89 Mar = 0.6 Ma 19.9 Ap 125 off the market for at least a year. It hopes to 
Germany +40 +3801 426 +28 +64 447 Ap +68 Ma 11.2 May 114 lift prices from an 18-month low of less 
italy +07 +2808 +24 +30 20i 49) Mw +01 Mr $20 n 121 | than A$6 a kilo, reflecting falling demand, 
Japan 07-020) -03 41.1  -129 ~62 Aw = 85 Feb 41 a 33 to A$9 a kilo. Australia’s total sales this sea- 
Netherlands +49 +420) +35 +33 +30 +12 Mar +40 Jan 45 a9 57 | son will be around 4m bales, down by a 
Spain +37 +3694 +38 + 37 +70 +140 Mar na 19.6 git 21.3 | fifth from the early 1990s. 
Sweden -37 +2591 +29 + 30 - 2.1 + 68 feb + 0.5 Mar 66 ap 83 | 
Switzerland +19 +240) +19 +21 na + 8.7 Qa -19 Mar 3.9 May? 53 | 4990=100 % change on 
United States +48 +37 01 +32 +22 -01 + 3.8 Apr + 64 Apr 43 My 48 | Jun 2nd* Jun 9th* one one 
“Not seasonally adjusted. * Average of latest 3 months compared with average of previous 3 months, at annual rate. tNew series, Jan-Mar: claimant count | month year 
rate 4.8% in Apel. SFeb-Ape | Dollar index 
PRICES AND WAGES In May, Italy’s 12-month rate of consumer-price inflation slowed to ameme oe ms = = = 
1.7%. In the same month, Japanese producer prices went up 0.2%; year on year, they fell 1.7%, | industrials 
compared with a fall of 2.7% in the year to April. In the year to May, British producer prices | All 78.7 796-21 +234 
went up 0.9%, and wages in America rose 4.4%, a real increase of 3.0%. Nfa? 928 39 -310 -217 
| — Metals 70.2 nO -29 -246 
% change at annual rate The Economist poll Sterling index 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings | All items 101.1 100.7 - 42 -229 
3mthst 1 year 1998 1999 3 mths? 1 year 3mths? 1year | Food 118.7 167 -58 -226 
Australia +10 -02 +14 +23 -13 +09 Q! +12 +30Q | Industrials 
Austria +18 + 12 Apr +15 417 +13 +04 Aw na na | Al 85.8 868 - 22 -232 
Belgium +22 + 1.9 May Re EYE, -47 + O4 Mar +33 +2301 Niat 101.1 1024 - 12 -216 
Britain +39 +40 Ap LII ET +13 +09 My +71 +49 Feb Metals 765 VA  - 31 -245 
Canada 404 +08 Ae +12 +18 ~= 30 — 08 Apr +65 +21 Ma | SDRindex 
Denmark +22 + 2.2 Apr +22 +25 -09 +05 Ap +31 +39 Nowe | Allitems 94.2 939 - 32 -195 
France +13 + 1.0 Apr 411 416  —O05 +05 Ma +14 +260 Food 110.6 1088 - 48 -192 
Germany +11 + 1.4 Apr +13 +19 -05 nil Ape na + 1.1 Mar | Industrials 
italy +19 +17 May +19 +23 -0 +09 Aw +29 + 27 Apr All 79.9 810 -13 -198 
Japan +04 + 04 Apr +05 +0.) -40 - 17 May na +02 Ma | Nfa 94.2 G5. —02 =! 
Netherlands +71 +25 Apr +23 +25 = 21 03 Aw +37 +30 Mx | Metals 713 n2 -21 -211 
Spain +05 + 2.0 Ap 420 425  -22 +01 Ar +32 +295 Gold 
Sweden +05 +09 My +09 +15 =08 - 0.2 Ap +70 +33 Fer | Speroz 29085 29325 - 16 -148 
Switzerland - 03 nil May +03 +1 -29 -07 Ap na +05 1997 Crude oil North Sea Brent 
United States +07 +14 Ape +18 +26 -28 -12 Ag +48 + 44 May $ per barrel 14.34 13.89 - 87 -213 





*Not seasonally adjusted tAverage of latest 3 months compared with average of previous 3 months, at annual rate. **New senes. 





W BUSINESS CONFIDENCE Mexico's 
businessmen are among the world’s most 
confident, but their optimism is begin- 
ning to wane. According to Dun & Brad- 
street’s latest survey of sales expectations, 
the number of Mexican businessmen who 
expect sales to rise this quarter exceeds the 
number who expect them to fall by 72 per- 
centage points. That is down from 78 per- 
centage points last quarter, and a recent 
peak of 83 percentage points a year ago. Of 
the countries in our chart, the only place 
where pessimists outnumber optimists is 
Japan: since the third quarter of last year, 
the optimists there have gone from a 43- 
point advantage to a 12-point deficit. Dur- 
ing the past quarter, optimism has risen in 
eight countries and fallen in six. World- 
wide, optimists have a 51-point edge. 


* Provisional. | Non-food agriculturats 





Sales e 


xpectations 
Net % of businessmen expecting higher sales 


1997: 
G third quarter EE} fourth quarter 


1998: 
GBB first quarter BBE second quarter 


| 
PS 


Source: Dun & Bradstreet 
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FINANCIAL INDICATORS 


STOCKMARKETS Wall Street rose 1.9% in the week ending June 10th: wages rose less than 
expected, easing renewed fears that interest rates might rise. Paris and Frankfurt hit new 











E PENSION FUNDS The value of the 
world’s pension assets grew by more than 































































































































































































highs. Continuing turbulence in Asia cost Sydney a fall of 2.6%. | 60%, from just under $6 trillion in 1992 to 
Bhia price idies Yangon | $9.7 trillion in 1997, according to InterSec, 
1998 one one record Dec 31st 1997 | & research company. In the next few years, 
Jun 10th high low week year high in local ins | predicts the firm, growth will be slower: 
currency _terms | overall pension assets are likely to rise by 
Australia 2,592.9 2,8814 2,542.4 -26 -08 =100 - 09 -107 | 40%, to $13.7 trillion, by 2002. In America 
Austria 15632 1,6286 1,245.7 -15 +20.2 -100 + 207 +208) y card ge annual growth rate of pension 
Belgium 3,333.5 3,335.2 2,405.0 + 16 +414 TOEA +378 
Britain 5,9874 6,105.8 5,068.8 +15 +26.7 =19 4+ 166 +154 fund assets between 1992 and 1997 was 
Canada 7,4338 7.8223 6,240.0 -08 +153 = 50 + 110 + 84 | 10%, InterSec expects this to fall to 6% be- 
Denmark 749.9 778.8 667.1 +18 +278 - 37 + 109 +110 | tween 1997 and 2002. In Britain, which 
France 27223 27234 1,8731 + 12 +529 ni + 400 +398 | has the second-biggest pension assets, it 
5,7545 5,779.) 4,0873 +25 +565 - 04 + 354 +355 | expects the rate of growth to fall from 12% 
15143 1.6544 1,053.2 + 03 +984 - 85 + 438 +436 |: A 
Japan 15,3393 17,2643 14,6644 = 01 -244 -606 + 05 -74 | 11992-9710 7% 1n 1997-2002. 
Netherlands 12056 1,2198 892.0 = 02 +457 2. 40 320 +321 
Spain 882.6 938.8 632.6 — 01 +544 - 60 + 395 +395 
Sweden 38102 38536 2,853.1 + 3.0 +302 aIt 6 270 +263 
Switzerland 7,6526 7,827.7 6,062.1 = 03 +44.2 ye +198 
United States 8,9717 9.2118 7.5804 +19 +184 — 26 + 134 +134 
Worid* 1,0711 1,097.2 896.5 +05 +158 -24 + 144 4144 
“Morgan Staniey Capital international index includes above markets and seven others, in dollar terms 
MONEY AND INTEREST RATES America’s 30-year government bond yield dipped to 
5.70% on June 10th, within a whisker of its all-time low in January. Swedish 10-year bond 
| yields fell to a record low. In April France’s 12-month rate of broad-money growth was 5.5%. 
Money supply* Interest rates % p.a. (Jun 10th 1998) 
% rise on yearago over- 3-mth money market banks bond yields Eurocurrency 
narrow broad night latest year ago prime gov't? corporate 3 mths bonds 
Australia +97 +56 Aw 500 5,50 5.35 8.75 5.79 629 578 554 
Austria +61 +18 Mar 3.37 3.64 3.40 6.50 4.95 na na 5.67 
Belgium +57 +66 Ma 3.49 3.66 3.26 7.25 49) 5.05 3.64 461 
Britain +68 +103 Ap 5.75 7.63 6.69 8.50 5.69 6.33 7.64 6.12 
Canada +123 433 ap 465 471 291 650 530 602 495 525 
Denmark na +29 Mat 4.15 4.18 3.61 675 495 7.06 4.17 4.82 
France +134 +55 Apr 3.38 3.52 3.40 6.55 48) 5.08 3.53 458 
Germany +72 +40 Ap 3.42 3.57 3.13 4.90 4.74 488 3.53 455 
+104 490 Mw 525 4.69 6.94 788 509 5.57 497 482 
+83 435 Aw 041 0.47 0.48 163 150 124 042 0.90 
Netherlands +75 +72 Dec 3.38 3.48 3.12 5.25 4.80 5.26 3.53 456 
Spain +123 +24 Ap 434 433 5.18 7.00 495 5.40 4.27 467 
Sweden na +21 Ap 4,00 4.24 407 4.73 493 5.00 4.38 471 
Switzerland +125 +24 Mar 1.19 1.94 131 425 3.07 3.28 1.81 251 
United States +10 +10.0 Apr 5,41 548 5.67 50. 5.51 6.74 5.59 5.59 
F Ten-year bond rates (old series:Britain 15-year 5.59%, United States 30-year 5.70%). 
*Nartow: M1 except Britain MO, broad: M2 or M3 except Britain M4. Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase 
Manhattan, CA IB investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, J.P. Morgan, Paribas, Royal 
Bank of Canada, SE-Banken, Svenska Handetshanken, WEFA Group, Westpac, DatastrearviCV. Rates cannot be construed as banks’ offers, 
TRADE, EXCHANGE RATES AND RESERVES The yen fell to a seven-year low of 141 to the dollar in the week to June 10th; its trade- 
weighted value fell by 1.4%. The Australian dollar shed 2.4% in trade-weighted terms, dropping close to its lowest against the greenback in 
12 years. Denmark's current account was in deficit again in the first quarter; its 12-month surplus was cut to only $0.5 billion. 
Trade balance*,$bn Current account, $bn Exchange rate Currency units per $ Currency units Foreign reserves? $bn 
trade-weighted? 
Leaver latest 12 latest 12 mths Pho ons Jun 10th year ago par ee = Bat latest year ago 
Australia - 027 Ae + Ol = 5801 799 92.1 1.70 1.32 277 095 187 190 145mM~ 144 
Austria -1290 - 49 = 40 Mar 1032 1028 126 12.1 206 7.04 139 13.77 20.2 Mw 21.1 
Belgium + 087 jan + 11.6 + 13.9 De 1026 1028 37.1 35.4 604 206 407 4038 196 Ma 17.1 
Britain = 255 Mar — 247 + 73% 104.3 99.3 061 0.61 - 034 067 070 30.4 an 359 
Canada + 1.10 Ma + 13.6 = 112 1 81.0 84.0 1.47 139 239 082 161 162 22.3 Mar 215 
Denmark + 0.09 Ma + 37 + 050 1053 1055 6.84 653 mia 38 751 749 196me 145 
France +220 Mar +317 + 39.7 Feb 106.0 1051 602 580 _ p% 335 66 56 33.0 Mar 287 
Germany + 750 Ma +737 + 22 Mar 1042 1039 1.80 i 293 - 197 1.96 78.0 mar 80.2 
italy + 146 feb +277 + 34.1 Jan 76.1 76.1 1.770 1,690 2883 985 1,943 1,949 53:4 Mw 436 
Japan + 9.49 Mar +1109 4106.0 Mar 101 1365 141 m1 230 786 155 148 222.0 b 2171 
Netherlands + 1.08 feb55 + 164 + 23.1 Q3 1020 1023 2.03 1.93 330 1.13 222 2.21 234 Mx 283 
Spain -230 Mar -198 + 71 Mar 77.0 774 152 145 248 849 167 167 67.6 mar 60.6 
Sweden + 142 Ap +12 + 58 Mar 849 83) 7.98 TTI 130 444 87% 875 97 Me 155 
Switzerland - 0.09 Ma + 02 + 20.9 Q4 106.7 1049 149 1.44 242 0.83 163 159 348 mar 353 
United States -20.20 Mar -206.2 -166.4 Q4 1128 1016 = > 1.63 0.56 110401 58.3 feo 56.4 
* Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cif/lob. *1990=100, Bank of England. tExcluding gold, IMF definition 
‘SForward rates for delivery January 1st 1999, calculated by JP. Morgan. §§Not seasonally adjusted 
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EMERGING-MARKET INDICATORS 





MCARS How is the surge of investment 
in car plants around the world going to be 
sustained? The latest forecasts by the Econ- 
omist Intelligence Unit, a sister company 
of The Economist, show a dramatic and 
widespread fall in the growth of sales in 
both mature and emerging markets. 


mathe fom eae 










Car sales will stagnate in America, where 
buyers prefer pickups and so forth. Simi- 
lar stagnation looms in Europe and Japan. 
But the really bad news is the down- 
grading of growth forecasts for markets | 
such as China and South America. 











| index dropped below 8,000, to its lowest in three years; Bangkok's fell to a ten-year low; and 


| Authority; Centre for Monitoring Indian Economy, Bank h 





ECONOMY Although Argentina and Chile achieved GDP increases of 6.9% and 7.2% respec- 
tively in the year to the first quarter, both have slowed from the near-10% pace of last year. 
Low oil prices widened Mexico's 12-month current-account deficit to $10.7 billion in the first 
quarter. Russia’s current-account surplus fell to $3.3 billion in 1997 from $11.8 billion in 1996. 




































































% change on year earlier Latest 12 months, Sbn Foreign reserves, Sbn 
GDP Industrial Consumer Trade Current Latest Year ago 
production prices balance account 
China +720 - 44 ap - 0.3 Agr +44.9 Apr +23.1 1997° 140.63 Mar 112.1 
Hong Kong  - 20 or -02 te + AZA “18.4 ap — 6.6 1997" 962 Ap 63.6 
india +5697 — OF Mw + 83 har Z 64a -— 481997 263 Mar 227 
Indonesia 6208 +107 03 + 520 My  +15.4Ma  — 68 a3 155 Feb 19.0 
Malaysia = Veer = Li + 5.6 Ape + 3,1 Ap - 48 1997 21.7 De 27.0 
Philippines + 4.7 Qs +19.4 Now + 79 Ap ~ 9.0 Mar - 43 0 88 Jan 97 
Singapore + 5.6 a1 + 85 Mw + 0.6 Aer —34 a +138% TAAT Now 75.77 
South Korea - 38 0) 10B Aan + 82u +160 my + 9.1 my 298 mar 299 
Taiwan +590 + 39 Mar + 2.1 Ap + 5.4 Apr +570 84.0 Feb 88.6 
Thailand + 04 19977 -13.7 Feb + 10.1 Apr -29 ian ~ 86 a3 26.9 Mar 37.1 
Argentina + 690) > CA E 12 oe ie IO 23.3 May 19.1 | 
Brazil +110 - 3.0 ay + 4.1 Ao - 7.1 Moy -32.7 Q 74.7 Ap 54.1 
Chile +720 + 23 A + 53 my - 2.7 Ap - 5.1 Q 16.9 Ap 16.0 
Colombia + 5.5 08 $108 Feo + 20.7 Ap = 3.1 lan - 55 1997 95 px 96 | 
Mexico +660 +152 Ww + 15.0 may -32a -107a 301 ww 21 
Venezuela + 5.5 197° na > 39.7 My +111 De + 5.9 1997" 112 ar. (125 
Greece +35 19977 + 245n + 5,3 Aer -18.2 pe  - 48 oe 19.7 Mar 18.5 | 
Israel +160 +58 rb + 50ap -70a -36% 213 Mar 153 
Portugal + 3.7 197° + 2.7 jan + 2.7 aps -10.2 Jan -= 5.5 Fe 15.6 Feb 15.5 
South Africa + 10 at + 0.1 mx + 5.0 Ap + 2.2 ao - 19 0 45 jan 14 
Turkey +67% + 6.0 msr + 91.4 May -21.1 De =- 2.2 de 25.8 May 15.9 
Czech Republic + 2.2 a4 +30 Ar + 13.1 Ap — 33h - 3.51 10.7 Me 117 
Hungary +53% +B) ap + 16.0 Ap = 21 Me - 09 Mw 95 Mar 8.6 | 
Poland 465% +39 ar + 13.7 ap -11.5 Mw — 47 Ma 23.) Mar 17.7 | 
Russia + 0.2 aå + OB Ap + 74 My +16.3 Mar +330 12.0 Mar 124 


*Estimate. "includes gold. #Visible and invisible trade balance. §New senes 








FINANCIAL MARKETS Asia continued to suffer. In the week to June 10th Hong Kong’s 


Singapore's lost 12.5%. The Taiwan dollar reached its cheapest against the American dollar in 
11 years. Moscow shed 11.9% as the G7 offered kind words but no new money. 



















































































Currency units Interest rates Stockmarkets % change on 
pers per£ short-term Jun 10th Dec 31st 1997 
Jun 10th yearago Jun 10th % pa. one in local ins 
week currency terms 
China 8.28 8.29 135 7.50 1,451.5 Ee #153) 4.153 
Hong Kong 7.75 7.74 12.6 9.05 7,979.4 -95  - 256 - 256 
India 423 35.8 68.9 733. SESMA =80. = 95 = 161 
Indonesia 13,450 2,429 21,903 45.73 4061 +39 + 16 ~ 585 
Malaysia 4.02 251 6.54 11.06 489.9 269 -= $96, = 202 
Philippines 40) 264 653 14.43 1,917.9 x E A AEE 
Singapore 1.74 {a 2a Soa 1,067.8 125 - 302 - 326 
South Korea 1,394 891 2.270 17.59 — 3245 T24 Ta 138 + 49 
Taiwan 349 27.9 56.8 7.00 7,223.1 ~55. - 8 —- 174 
Thailand 43.4 23.9 70.7 23.00 292.1 EET i 216) c= 18 
Argentina 1.00 1.00 1.63 11.80 574.0 ZAA = 165) 6S 
Brazil 1.15 1.07 1.88 21.08 9,868.0 Dote -oa nS 
Chile 3 456 a7 7% 175 42739 +03 - 09 -143 
Colombia 7,386 1.077 2256 31.62 1,119.2 —40 = 218 = 268 
Mexico 8.88 7.98 145 19.73 4,396.8 Ira = 159: - 237 
Venezuela ~ 541 a85 2880 37.61. 5,8842 Pe ae 
Greece 305 272 497 13.10 2,541.5 2k ee ee R 
Israel 3.67 339 5.97 9.26 333.7 + OS ce UP > 107 
Portugal ges, 374 300 438 5603A 421 + 482 + 48.1 
South Africa 5.20 4.50 8.47 15.68 7,139.6 Ce eee GA S-A 
Turkey 261,050 143,770 425,120 51.24 4,032.9 +69 + 169 - 73 
Czech Republic 33.6 319 54.7 15.70 441.4 NS, = 109: a 64 
Hungary 25. w oo 176. 7,996.8 peo a Ree i, 
Poland 347-322 565 RA 15,543.6 +39 + 60 + 77 
Russia 6.00 5.77 977 60,00 184.3 mma =- 536 —- 53.6 





Sources: National statistics offices, central banks and stock exchanges; DatastreamviCV; EIU; Reuters; SBC Warburg; J.P. Morgan, Hong Kong Monetary 
ra Indonesia; Malayan Banking! Philippines National Economic and Development Authority, 
Hoare Govett Asia, PEL, Baring Securities; Merrill Lynch; Bank Leumi Le-tsrael, Standard Bank Group; Akbank; Sank Ekspres; Deutsche Bank, Russan 
Economic Trends 
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Reliable banking made by WestLB. 


It's exceptional service that 
makes a bank a good bank. But 
only stability makes a good 
bank a secure bank 

Whenever you want to 
get things moving and are 
interested in reliable partners, 
include the WestLB in your 
plans. As one of Europe's 
leading banks we are big and 
above all stable enough to 
achieve even long-term goals 
— with you. Established as a 
German wholesale bank, we 


offer you all services from one 
source, made to measure and 
for as long as you wish 

Granted, reliability doesn't 
make everything right. But 
everything's wrong without 
reliable cooperation 

Are you looking for a partner 
near you? Simply call our auto 
matic fax service in Germany on 
(+49) 211 5 37 95 22 to request 
a list of our worldwide network 
Straight away or visit our Web 


site: http://www.westib.com 
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CATHAY PACIFIC 


NOW WE’RE 
TWICE-A-DAY 
EVERY DAY, 


NO OTHER AIRLINE 


GIVES YOU MORE FLIGHTS. 


Fly Cathay Pacific. The Heart of Asia. 
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"Bankers ‘Trust pioniers innovative debt financing 


Eo HETEN? ‘for ‘prowing and  eetrantating companies. 
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Bankers Trust acquires Wolferisohn & Co., 
one of the world’s preeminent M&A specialists. 


The right combination: unloc 
value around the world. 


For over.20 PAA T us 
has been a recognized pioneer 
in innovative debt financing. 

We've now pioneered something even greater. 

By skillfully combining the right elements, we've built an 
organization whose depth and breadth 90 far. beyond the sum of 
its parts: BT Alex. Brown. 

With all the components of our global investment banking firm 
now in place, we've created the fitst truly — source of 
innovative financial: solutions. ‘ 

Which means our cliénts—in over 50 countries around the 
world—now have access to unrivaled industry knowledge, 
preeminent research, and proven strengths in advisory services 
and bank, bond, and equity. markets—all on a global-scale. ’ 

So talk to the people at BT Alex. Brown.-When you have the 
right combination, the opportunities to build value are wide open. 


£ BT Alex. Brown 


£ Bankers Trust 


Avychitects-of Value 


1998 Bankers Trust Corporation and its affiliated companies. BT Alex. Brown is the m arketing name for Bankers Trust's investment banking activities conducted by 
BT Alex. Brown International, a division of Bankers Trust International PLC and BT Alex. Brown Inc orporated. Issued by Bankers Trust International PLC, regulated by the SFA 
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a Breaking Windows 


Sir—You suggest that Microsoft 
(May 23rd) may defend its anti- 
competitive behaviour on the 
grounds that it benefits con- 
sumers. The evils of monopoly 
are not its failure to provide con- 
sumer welfare but that it locates 
control of consumer welfare, 
progress and innovation in the 
hands of the monopolist. The 
monopolist’s principal motiva- 
tion is using its power to main- 
tain and extend its monopoly, 
rather than provide the best 
products at the lowest price. 
Vigorous competition elimi- 
nates these evils. Because firms 
must compete to survive, they 
provide the market with the best 
products at the lowest prices. 
Microsoft and, perhaps, The 
Economist are confused in think- 
ing that Microsoft can legally 
hinder or even destroy competi- 
tion as long as it elects not to 


charge the maximum monopoly : 


price or adds free applications to 
Windows. It is not for Microsoft 
or for any supplier of goods or 
services to decide how. much 
innovation, what price, or what 
features, the market will provide 
to consumers. 
Cleveland, 
Ohio 


ORLANDO SMITH 


Sir—There is another, possibly 
overlooked, issue regarding 
Microsoft’s Internet Explorer. As 
a corporate-systems administra- 
tor, I install, support and main- 
tain machines running Win- 
dows 95 and Windows nr. Our 
server is the most important 


The | 
nomist 


The Economist, 25 St James's Sti 


machine in the network, as it 
routes e-mail to users and 
enables files to be shared across 
the network. This machine runs 
Microsoft’s Windows nr Server. 
Microsoft's way of correcting 
errors in its programs is to release 
“service packs” after the fact. 
These packs patch holes, 
improve security, mend bugs 
and provide many other fixes. 
Recently, I learnt that the next 
“service pack” (sp5) will install 
Microsoft's Internet Explorer 4.0, 
the next version of the browser. 
Administrators will have no 
choice, and indeed risk disabling 
many of the vital fixes the service 
pack provides if they attempt to 
remove the browser during 
installation. 1, like many other 
Windows nt system administra- 
tors, would rather not have this 
unnecessary browser running on 
a vital production machine. 
Microsoft has removed that 
choice through its technical sup- 


port programme. 
Arlington, 
Virginia SHERYL GALCHUTT 


Sin—The costs toan economy ofa 
monopoly that prematurely 
standardises a technology are 
invisible; we cannot value the 
innovation suppressed. Consid- 
er France’s Minitel system: it is 
cheap, ubiquitous, and it works. 
No French consumer has been 
obviously damaged by it. And 
yet, the universality of this back- 
ward system has caused harm to 
the nation, and hence presum- 
ably to consumers individually. 

Baltimore ALEXANDER POLSKY 
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Sir—You fail to make one point 


which tends to be overlooked: 
Microsoft does very little techni- 
cal innovation. Ask almost any 
Windows programmer who is 
also fluent in some other system 
and they will wax eloquent 
regarding the hacks, kludges, 
bugs, gratuitous complexity and 
hidden pitfalls which are provid- 
ed at noextra cost with each Win- 
dows release. Many who tout 
Microsoft technology have never 
been exposed to anything else. 

Calgary Bos BRAMWELL 


Roar lll 





Film business 


Sir—Disney has indeed done 
very well out of creative successes 
like “The Lion King” (“Disney's 
high kicks on Broadway”, May 
23rd) by promoting them 
through multiple distribution 
channels. But why do these bur- 
geoning media giants have to 
own the downstream channels? 
This is just vertical integration by 
another name. 

Vertical integration is a rapid- 
ly disappearing framework for 
corporate strategy for three rea- 
sons. First, it forges artificial cus- 
tomer relationships where an 
alternative might be better. Sec- 
ond, customers increasingly 
object to buying from the sister 
companies of competitors. 
Third, corporate owners often 
fail to look after the “spokes of 
their wheel” as well as a more 
experienced owner might. 

The real skill must lie in select- 
ing and managing the right dis- 
tribution channels for each cre- 
ative product. When the next 
economic downturn arrives, the 
attendant pressures will render 
its verdict on these companies, 
and the market will sort out the 
real winners. 

London DAVID SADTLER 
rer enna yt nds mT 


African agriculture 


StrR—Your article, “When local 
farmers know best” (May 16th), is 
inaccurate. The programme, 
Sasakawa-Global 2000, is led by 
myself and ex-President Jimmy 
Carter, and funded by the Nip- 
pon Foundation of Japan. Cur- 
rently, we are working in 12 sub- 
Saharan countries to introduce 
higher-yielding food-crop_ tech- 
nologies to small-scale farmers. 


FAX 2 0171-839 2968 : 





In Ghana we have not import- 
ed any “maize hybrids” 
{although there is nothing wrong 
with hybrids), Rather, we have 
been promoting maize varieties 
developed by the Crops Research 
Institute in Kumasi, which have 
improved nutritional quality 
and disease resistance. 

Contrary to what you say, 
Ghanaian farmers have never 
used much fertiliser on food 
crops. Moreover, there is no evi- 
dence that fertilisers have caused 
the land to become saline. 
Indeed, it can be strongly argued 
on scientific grounds that the 
most environmentally friendly 
action that Ghanaian farmers 
could now take is to increase the 
use of fertiliser, since soil fertility 
is declining at an alarming rate. 
We have never encountered resis- 
tance from farmers to the tech- 
nologies we are promoting. 

Turning to Ethiopia, to 
attribute the demise of the Cana- 
dian-supported “seeds of sur- 
vival” programme to Sasakawa- 
Global 2000 is absurd. We mainly 
support training for front-line 
agricultural workers, who teach 
small-scale farmers about new 
production methods. The pro- 
gramme has been a success, help- 
ing Ethiopia to increase cereal 
production by 3m4m tons over 
the past four years and erasing 
much of the chronic food deficits 
that have plagued this impover- 
ished nation for decades. 

African farmers, south of the 
Sahara, will not be lifted out of 
poverty and misery by continu- 
ing to employ the low-yielding 
technologies that mine the soil 
and produce little surplus grain 
for sale in the cities and areas of 
shortage. Unless the productivity 
of land best suited for agriculture 
is improved, land which should 
be left as permanent pasture or 
forest will continue to be brought 
under the plough. 

Lisboa, 
Mexico NORMAN BORLAUG 
A EAE E EIE E OAOE E NE —— j 


Frank admission 


Sin—The review of “Rat Pack 
Confidential” (May 23rd} èx- 
plains that Lauren Bacall named 
Frank Sinatra's buddies the Rat 
Pack. Actually, Miss Bacall 
applied the term to her husband, 
Humphrey Bogart’s drinking cir- 
cle: David Niven, Judy Garland, 
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Irving “Swifty” Lazar (an agent), 


“restaurateur Mike Romanoff and 
Sinatra,a “junior inductee”. After 
Bogart died in 1957, Sinatra co- 
opted the term and applied it to 


his own circle of friends. 
Decatur, 
FRED BENARIO 
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Nuclear security 


Str—You say that military might 
does not give a country attention 
and respect (leaders, May 30th) 
and that “the world takes China 
seriously, however reluctantly, 
because of its economic might 
and commercial potential, not 
because of its military prowess.” 
You are only half right. The world 
respected the former ussr, and 
continues to respect Russia, not 
because of economic strength or 
market potential, but because of 
military might, especially the 
nuclear kind. By any economic 
„yardstick, Russia is a basket case. 
A more recent example is a 
“change in tone of the Indian 
-. leadership. After India exploded 
. its nuclear bombs, they. talked 
~ tough, in effect threatening Pak- 
istan. But a day after Pakistan’s 
tests, India’s leaders were.talking 
in terms of peace and dialogue 
_ with its neighbour. The tone was 
suddenly conciliatory. Military 
prowess, especially of the nuclear 
kind, can get a country lots of 
attention and respect. 
Larchmont, 
New York MUHAMMAD SALEEM 


Srr--It seems strange how much 
conditioning can change the 
world’s sense of fairness, includ- 
ing, lrn afraid, The Economist's. 
The United States has conducted 
more nuclear tests than the rest of 
the world combined and has 
thousands of nuclear warheads 
loaded on every conceivable 
delivery system. All this, of 
course, in the absence of any visi- 
~ ble enemy. China tests nuclear 

= devices. with impunity, and has 
over 400. nuclear warheads.and 
the missiles to deliver them. Its 
_ authoritarian government --has 
bullied, threatened and invaded 
countries. France and Britain 
have no conceivable enemy and 

have. the wato umbrella to pro- 

tect them but continue to deploy 


oe their weapons. 


All this is perfectly acceptable. 
But when India, a democratic 
country with an’-unblemished 
record of non-aggression stretch- 


6 


ing back several centuries, tests” 


nuclear devices, the world is 
appalled. Non-proliferation and 
disarmament are obviously nec- 
essary for a safer world but per- 
haps we should start with the real 
culprits: the five established 
nuclear powers who have the 
power to destroy the world sever- 
al times over and insist on main- 
taining that power. Let the 
nuclear club practise what they 
preach and the world will truly 
bea safer place. 

Toronto SANJAY MADGAVKAR 


Sır—After India exploded its 
bomb, the developed countries 
reacted swiftly by advising Pak- 
istan not to explode a similar 
device. Maybe they forget how 
many times Pakistan has been 
left by itself. 

In 1971, when our country was 
divided in two, no one in the 
west lifted a finger. After the 
Afghan war we were left with 
refugees, a Kalashnikov culture 
and a huge heroin problem. We 
still got no help, only sanctions 
which made us suffer even more. 
Bill Clinton says Pakistan has 
missed out on a golden opportu- 
nity. He may be referring to the 
American offer finally to give us 
the warplanes we have already 
paid for. We are thrown bones 
and then expected to sit, roll over 
and play dead. 

Pakistan has to fend for itself. 
Exploding the bomb may not 
have been the wisest thing to do 
but everyone in Pakistan under- 
stands the price to be paid. A 
comfortable life is everyone's 
aim, but what life is there with- 
out honour? What avenue did 
Pakistan have left to take ? 
Karachi CHANGEZJAN 
aera ey a 





Investment advice 


Sir—In “The $195m question” 
(May 23rd) you say that lotteries 
are only for “sad illogical losers”, 
before confessing that you had 
bought Powerball tickets. In fact 
you made a shrewd investment. 
Assuming a payout of $104m, tak- 
ing The Economist’s odds of one 
in 80m chanees of winning anda 
ticket price of $1, the “invest- 
ment” had an expected return of 
{1- 1040) or around 30%—not bad 
for a term under one week. 
Further, this investment 
would be uncorrelated with the 
stockmarket and it has a very 
large positive skew. This asset 


“ought to be welcome in any port - 


folio. The Economist focused 
only on the downside risk, the 
likely loss of a mere dollar, with- 
out considering other character- 
istics of the return distribution. 





Burnaby, 

Canada Ken COLLINS 
one ecient I 

State of uncertainty 


Str—You say that in Lake Wobe- 
gon (“Means to an end”, June 
6th), the fictional Minnesota 
home town of the host of “A 
Prairie Home Companion”, “all 
the men are strong, all the 
women good-looking...” Accord- 
ing to Garrison Keillor, his town 
is in fact populated by women 
who are strong and men who are 
good-looking. I can only surmise 
that your correspondent was 
thinking of the neighbouring 
state of Michigan instead. 
Eaton Rapids, PATRICIA 
Michigan STANKIEWICZ 
i ee a 





Teaching economists 


Str—Your article on the lack of 
economists entering the academ- 
ic profession and the lack of peo- 
ple to teach future generations of 
economists (‘“Doctored”, May 
9th) raises a number of concerns. 
It is, however, only half the story. 
Most academics are expected to 
research, teach and carry out 
administrative duties. There. is 
an inevitable trade-off between 
these activities, but in the leading 
universities there is considerable 
pressure on academics to 
research. Their publications 
record will often form the basis 
of any decisions on promotion 
and the overall research assess- 
ment of the department will 
forma vital element in determin- 
ing how much money a depart- 
ment will receive. 

For people entering the pro- 
fession, these pressures are espe- 
cially great, made worse by so 
many junior academics appoint- 
ed initially to fixed-term con- 
tracts, with renewal subject to 
research output and the vagaries 
of the refereeing process, Increas- 
ingly, appointments are being 
made principally on the basis of 
research potential. More and 
more, academics are being pres- 


sured into researching, to the- 


detriment of teaching. Quite sim- 


ply, they do not have the time to. 
give to teaching preparation, nor ` 


theincentiveso to do. 





~ Unless greater emphasis is 
given to teaching relative to 
research, prestigious universities 
will. continue to. be.defined: in 
terms of research output alone. 
Good quality research may well 
feed in to teaching, but good 
research does not mean that 
teaching will be good. The ever 
greater pressure on academics to 
research suggests the opposite. 
Good teaching can help 
encourage the young researchers 
of tomorrow. Unless teaching is 
valued as a valid academic activi- 
ty, the problems of encouraging 
people into the academic eco- 
nomics profession will continue. 
Ros ACKRILL 
Leicester DEAN GARRATT 
ia pcp i a i hina ee cl A 


Right side of the Bay 


SIR—I find your assessment of 
Oakland (June 6th}—a city with a 
world-class port, museums and 
other cultural resources, enor- 
mous forested parks and some of 
the country’s finest restaurants— 
remarkably one-sided. No one 
denies that Oakland has serious 
problems, but many of us. choose 
to live here and enjoy a higher 
standard of living than any- 
where else in the Bay Area. Per- 
haps the San Francisco dateline 
is the giveaway and next time 
your correspondent should cross 
the bridge to experience the 
diversity of the East Bay. 

Oakland Wayne BERNHARDSON 


Wage inflation 


Str—Engineers and scientists 
will never make as much money 
as business executives. A rigorous 
mathematical. proof explains 
why this is true: 

Postulate 1: Knowledge is power 
Postulate 2: Time is money 


As every engineer knows: 


Power = Work 
Time 
Since: Knowledge = Power 
and Time = Money 
Then: Knowledge = Work 
Money 
Solving for money, we get: 
Work 
M x 
vee Knowledge 
Thus, as knowledge. approach- 


es zero, money approaches infin- 
ity regardless of work done. 
Conclusion: The less you 


` know, the more you. make (but 


you probably knew that already). 
Boston . PAUL WESEL 


ii SLE eC EOE ERENT 
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McKinsey & Com ary 


McKinsey & Coripany is an international management consulting firm 
that focuses on issues of concern to senior management of large 
corporations, Weare looking for 3 Communications Managers to join 
our Strategy, Marketing and IT practices. 

Each Communications Manager will: 


« play a lead role in developing and editing articies for publication 
in The McKinsey Quarterly, a management journal with a 
circulation of 60,000 

« work with one of the practice groups on its knowledge and 
repulation-building activities. 


We are looking for individuals with excellent academic records. 
substantial exposure to management or business, and considerable 
communications expertise. We are not seeking generalist reporters. 
editors ar public relations professionals for these roles. You might be: 


+ an editor/reporter at a major business publication with deep 
strategy, marketing, or IT expertise 

« a junior professor at a business school with an emphasis in 
one of these areas 


Leeds or Manchester 


communication skills are equally important. 


a wide and varied range of assignments. 


Help build our knowledge and reputation 


Management Solutions is a division of Deloitte & Touche which provides professional services to private and public 
sector organisations throughout the UK from a network of regional offices, The Socio/ Economic Policy Practice in 
the North of England is now seeking to make a key appointment for someone with high level public sector 
experience and in particular knowledge of the operation of local/regional economies. 

Candidates should possess. a first-class appreciation of associated government issues. Experience of dealing with 
politicians on public policy issues together with the ability to communicate to a range of audiences in the public, 
private, voluntary and not-for-profit sectors is essential. 

Successful applicants will have a good primary degree and at least three years relevant experience. Although: 
previous management consultancy experience is not pre-requisite, project management or internal consultancy 
experience is essential. Strong inter-personal skills, sales and business development expertise combined with 
intellectual depth and an ability to think on one’s feet are key attributes for this role, Excellent oral and written 


We offer excellent opportunitics to develop your career in new and challenging ways. With a commitment to 
continuous professional development, Deloitte & Touche provide consultants with relevant training together with 


+ an MBA fram a top business school with prove 


ertise in business 
communications 






Communications Managers at McKinsey work ina sob 
environment with our most senior consultants. Youl 
articulate. command respect, and be able to challeng er 
discussions; to deal with a demanding agenda and shifting prior 
and to maintain the highest professional standards: You 
an effective team player. ; 











A competitive salary and benefits package, deperiding on background 
and experience, will be offered. International iravel will be required: 
positions will be based in New York or Dallas (Marketing Sta 
and Atlanta (Strategy), although other locations may be gonsidere 
as appropriate s i z : 
Please send your resume and current salary details in confidence fos 
McKinsey & Company (Ref: CM/E/98), c/o TMP Worldwide, 1633 Broadway, : 
33rd Floor, New York, NY 10019, USA. Fax: +1 212-056-2142. 
We are an Equal Opportunity Employer 
www.mckinsey.com 




















Attractive package ; 























If you think you meet the challenge of consulting with Deloitte & Touche, please send us a full CV in confidence 
quoting reference number 98902N on both letter and envelope, and including details of current remuneration to 
GKRS, Park House, 6 Killingheck Drive, York Road, Leeds LS14 6UF, Tel: 0113 248 4848. Fax: 0113 248 4852 
or by E-mail to Leeds 





akrgroup.com. 
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- Head of Media Relations 
a Ambitious Media Relations Professionals... 
“If the shoe fits, you’re not allowing for growth” 


Robert N. Coons 


If the shoe fits too tightly, if you’ve outgrown your present job and are ready for a 
fresh challenge, we'd like to hear from you. ABB can offer you a new working 
environment in Switzerland, and a global stage on which to prove your skill and 
know-how as a media relations professional. 


The opportunities don’t come much bigger. ABB employs over 200,000 
people and has sales of over $35 billion. We are a young and vigorous company 
forging a name for innovation onto a long tradition of engineering excellence in 
electric power generation, transmission, distribution and usage. Our pursuit of 
more efficient power applications in industry, transport, offices and homes is 
leading us to discover pathfinding integrated systems solutions: And our ability to 
deploy our technology and geographic presence in the service of our 
customers is the competitive edge of our success. 





At the hub of this global business in Zurich, there is an opening for a Head 
of Media Relations within our corporate communications team. Your role 
will involve being an advocate for ABB with international media, and being an 
advocate of the media's needs within ABB. You will need to give managers a a 
better understanding of the benefits and risks of dealing with the media, and you ` 
should provide professional leadership to your colleagues in media relations 
around the organization. 


Sound judgement is perhaps the most essential quality the successful 
candidate will possess. ABB is a leading player in major infrastructure projects 
where effective news management is critical. You will almost certainly have an 
international background, and will be capable of crafting media information 
in English. And you will have the expertise to develop news and information 
distribution systems using the latest technology. 


If the shoe is too tight in your present job, try on a bigger size of opportunity 
with ABB. Write now enclosing a full CV, together with a short personal statement 
outlining why you think you are the person for the task, to: = = 

Reto Ç. Blum 


Assistant Vice President Human Resources : A fi a 


stiach 8131 | 
-8050 Zurich ` : | | 
41 1317 73 76 Fax ++ 41 1 317 79.95 g 






ABB Corporate Management Services AG 

















Asia Office in Kuala Lumpur Malaysia 


The United Nations Office for Project Services (UNOPS), a major 
provider of project management and implementation services to the 
United Nations “system and developing countries, seeks 
experienced candidates for the following posts. 


The UNOPS Asia Office is the Cooperating Agency for the 
Mongolia Enterprise Restructuring Programme (MON/98/132). 
The main objective for this programme is to strengthen enterprises 
in the transition to a market economy by increasing management 
capacities of executives reforming their operations in a selected 
group of enterprises. It is our pleasure in announcing the following 
vacant posts. For more details, we encourage you to visit our 
homepage at www.unops.org.my/project. under Mongolian 
Project for more details. 


The Principal Advisor will direct the project and advise the 
executing agency, and participating enterprises in the Project in 
areas related to Enterprise Reform. The primary responsibility for 
the PA shall be, in consultation with the executing agency, the 
selection of enterprises, and subject to the actual requirements of 
the participating enterprises, the identification, selection and 
general guidance of the enterprise advisors. The PA will assist in 
| the selection of national consultants who will assist the EA. 


| ‘Mandatory Criteria 

Total command of both spoken and written English 

Strong corporate finance and/or investment banking background 
Minimum 15 years senior financial management experience 


Must have experience of working with multinational 
teams/environments in transition economies 


Duration/Involvement/Net Salary 


The PA will initially get one year contract based in Ulaanbataar, 
Mongolia. Salary is based on candidate’s qualifications and 
experience and within the range of US$160,000 to USS 170,000 
per year. 


Candidates interested in the above positions are invited to apply 
with detailed resume latest by 15 July 1998 to the following office 
address or our homepage to electrically register. 


Mr. Andrew Robertson, Senior Portfolio Manager 
(Ref: Vacancy Announcement Position) 
UNOPS Asia Office 
Wisma UN, Block C Komplek Pejabat Damansara 
Jalan Dungun, Damansara Heights 
50490 Kuala Lumpur 
www.unops.org.my 


Please note that enquiries by telephone or in person shall not be 
entertained. Only short-listed candidates shall be notified. 
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lf you want to succeed with a dynamic organization in the 
fast-growing financial markets for electric power, consider 
AmerenEnergy. We are the national trading and marketing 
subsidiary of Ameren Corporation, a $9 billion asset energy 
company. 


We seek highly motivated professionals to help build the 
premier firm in the newly deregulated power industry. 
Successful candidates will possess both excellent 
communication skills and the ability to work effectively 
in a fast-paced entrepreneurial environment. 


AmerenEnergy now has career opportunities at our 
St. Louis, MO headquarters i in the following a eas: 


> Commodity Traders -Expertise i in futures, financial o1 or 
physical markets. Power marketing and/or natural 
gas experience a plus. 


> Risk. Managers —Fundamental understanding are en 
markets necessary. Proficient in quantitative methods for 
risk valuation and control. Confidence and interpersonal 
style capable of effectively interacting with traders and | 
senior management. Proven track record. 


> Quantitative Research Director — Innovative thinker to: 
identify and develop strategies in trading and produc 
structure. Excellent quantitative capabilities and cre- 
dentials. Leadership ability to direct talented individuals. 


> Merger & Acquisition Strategist —Experienced negotiator 
and deal-maker to source alliance opportunities and 
structure winning transactions. Strategic visionary with 
ability to create affiliations that optimize the opportunities: 
in the restructuring energy industry. 


If you are interested in joining our team of experts, please 
send your resume to: 


pA 
A Ameren Energy 


Management Recruiting 
PO. Box 1111 
St Louis, MO 63188 
314.613.9123 fax 
Oppartunities@AmerenEnergy.com 
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- Assistant Corporate Editor 
Ambitious Editors... 
“If the shoe fits, you’re not allowing for growth” 


Robert N. Coons 


If the shoe fits too tightly, if you've outgrown your present job and are ready for a 
fresh challenge, we'd like to hear from you. ABB can offer you a new working 
environment in Switzerland, and a stage on which to prove your skill as a writer and 
editor. 


The opportunities don’t come much bigger. ABB employs over 200,000 
people and has sales of over $35 billion. We are a young and vigorous company 
forging a name for innovation onto a long tradition of engineering excellence in 
electric power generation, transmission, distribution and usage. Our pursuit of more 
efficient power applications in industry, transport, offices and homes is 
leading us to discover pathfinding integrated systems solutions. And our ability to 
deploy our technology and geographic presence in the service of our customers is 
the competitive edge of our success. 


At the hub of this global business in Zurich, there is an opening for an 
assistant corporate editor with our corporate communications team. You will be 
responsible for the speedy generation of high quality editorial copy for a variety of. 
output formats, including Corporate Annual Reports, speeches, internal 
magazines and newsletters, corporate information brochures, web site copy, 
CD-ROM programme scripts and video scripts. 


The successful candidate will be experienced in technical .or in-company 
writing and editing. You will have a business or science background and be IT 
literate. As an individual, you will be enthusiastic about your chosen career path, a 
team player and creative. At the same time, you will ll know how to manage time and 
meet deadlines. 





If the shoe is too tight in your present job, try on a bigger size of opportunity 
with ABB. Write now enclosing a full CV, together with a short personal statement 
outling why you think you are the person for the task, to: 


o ABB Corporate Management Services AG 


Assistant Vice President Human Resources 
Postfach 8131 

= CH-8050 Zurich - 

Tel. #4411317 7376 Fax ++ 41 1.317 79.95 
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Greater China Strategy Consultants 


Andersen Consulting, the world’s premier management consulting firm, is seeking 
exceptional. consulting professionals to join its Strategy practice in Greater China. The 
Greater China Strategy practice provides specialized management consulting services to 
multinational companies regarding their entry and operating strategies in China, Hong 
‘Kong, or Taiwan. In addition, the group works with local and national enterprises to assist 
i them with restructuring and enhancing their overall competitiveness. If invited to join our 
-x practice, the candidate would become a member of a multidisciplined team in Greater 
‘China responsible for: 


* Promoting expanded consulting relationships with both existing and new clients in 
Greater China and abroad; and 


us Managing a variety of consulting engagements with local and multinational clients. 


We are seeking individuals who combine strong practical and interpersonal skills with 
© creative, analytical and strategic perspectives on doing business in the world’s largest 
market, 


In addition to these attributes, successful candidates must have: 
* An MBA or equivalent advanced degree; 


* A minimum of 5 years experience in providing advanced management consulting 
services in one of the following areas of business strategy: strategy formulation and 
execution; supply chain management; marketing and distribution; corporate finance; or 
information and technology strategy; 


In-depth work experience in one or several of the following sectors: high technology and 
electronics; consumer and industrial products; oil and gas, petrochemicals and utilities; 
telecommunications equipment and services; or financial services and banking; 


Fluency in Mandarin Chinese, as well as excellent speaking, writing and presentation 
skills in English; and 


Demonstrated experience in leading cross-cultural teams involving complex consulting 
so asks, 
F ‘Successful candidates may be employed in Beijing, Shanghai, Hong Kong or Taipei. 


‘Candidates with similar industry experience and functional skills who are interested in 
other locations in Asia, including Korea and Southeast Asia may also apply. 


Ifyou are interested in applying for one of these positions and you meet the above 
requirements, please send a detailed resume and cover letter to; 


“Director Asia Strategy Recruiting 
Andersen Consulting 


x 152 Beach Road #19-00 Gateway East Singapore, 189721 
| or e-mail on: ACSpore.RecMgr@ac.com Andersen 


Consulting 
All inquires will be treated with the strictest confidence. 


The International Atomic Energy Agency, an 
autonomous intergovernmental organization within the 
United Nations systems headquartered in Vienna, 
seeks qualified applicants for the new position of 


DIRECTOR, DIVISION OF CONFERENCE AND 
DOCUMENT SERVICES 


to develop appropriate strategies, to establish standards and to 
provide guidance for approximately 180. professional and support 
staff of the Division in the delivery of services for Agency 
conferences, symposia and meetings, linguistic support, 
publications and printing within a budget of approximately 16 
million dollars. 


The successful applicants must have an excellent command of 
written and spoken English and proficiency in one or more of the 
other official languages (Arabic, Chinese, French, Russian, 
Spanish) and have an advance university degree or equivalent 
qualification including specialization in Management with at least 
15. years’ of experience in the management of a language service, 
publishing house or conference administration. 


Initial contract three years, with total annual tax-free emoluments of 
approximately Austrian Shillings 985,000 - p.a. which include both 
net base salary and post adjustment, after deduction of the 
contributions to the United Nations Joint Staff Pension Fund. 

dditional allowances for dependants. Travel and removal expenses 
paid. Assignment and repatriation grants. Six weeks annual leave. 
‘Applicants should-send their curriculum vitae quoting Vacancy 
| Notice No 98/017, to the Division of Personnel, International 
| Atomic Energy Agency, P.O. Box 100, Wagramerstrasse 5, A-1400 
Vienn a, Austria, before § July 1998. 
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UNITED STATES AGENCY FOR INTERNATIONAL DEVELOPMENT | 


KF 


psisigsieis a] 
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is accepting applications for the positions of 
COMMERCIAL LAW ADVISOR 
and 


ECONOMIC REFORM PROGRAM ADVISOR 


The USAID Regional Mission in Kiev, Ukraine, has program responsibility for technical: 
assistance projects in the western NIS countries of Ukraine, Moldova and Belarus. The Mission 
is currently seeking the services of two Personal Service Contractors - Commercial Law Advisor 
and Economic Reform Program Advisor. These positions involve a range of advisory, project: 
monitoring, and evaluation responsibilities and involve technical, economic, institutional and 
environmental factors in areas that are undergoing rapid political and economic changes. 


COMMERCIAL LAW ADVISOR 

The Commercial Law Advisor will bring project conceptualization and design skills to: Bear on 
priority commercial law programs. This senior position will be responsible for Tegal and 
regulatory programs for the western NIS region and will provide overall intellectual and 
technical guidance to help design, implement and monitor commercial law reform assistance” 
activities. Emphasis is placed on those elements considered most essential for the devel lopment 
of a competitive market economy, and currently. address reform in the areas of collateral: Taw, 
deregulation, bankruptcy, enforcement, and legislative drafting. 


ECONOMIC REFORM PROGRAM ADVISOR 
The Economic Reform Program Advisor will oversee the day-to-day implementation and : 
coordination of current USAID financed activities in. Moldova in the areas of tax policy: and tax 
administration, budget reform, intergovernmental finance and public administration refonn, 
supervision and accounting, and commercial law reform. In conjunction. with the levi 
technical advisors in USAID/Kiev, s/he will serve as an advisor on the development, utilization, i 
and management of these technical assistance programs. The Advisor will be. responsible: for 
both technical and financial project monitoring and reporting, ‘ 


Qualified candidates will have an advanced degree in related field of study, strong conceptual 
and technical skills and a minimum of 8-10 years relevant experience. Intemational development : 
experience, preferably in transition economies of Eastern Europe or the New Independent Statéy 
is required. Strong management and interpersonal skills, a demonstrated ability to work in’ 
collegial, team-based environment, and excellent written and oral communication skills are'älso $ 
essential. Familiarity with USAID policies and procedures will be considered a major factot 
Relevant language capability is an asset. 

Competitive salary and benefits package provided. Applicants must be U.S. Citizens, interested 
and qualified persons should submit a detailed resume and/or Standard form 171, complete with 
three references, by July 6, 1998 to USAID/Kiev, Ukraine, 

Fax (380-44) 462-5834 (Atm: Jim Leo, Executive Officer) or via e-mail: jleo@usaid.gov 


The International Federation of 
Red Cross and Red Crescent Societies 


seeks to fill the following position 


DIRECTOR, 
MIDDLE EAST/NORTH AFRICA REGION 


This senior management position is based in Geneva and reports: to. the Under 
Secretary General, Disaster: Response & Operation Coodination: Division. The 
successful candidate will play a key role in managing the strategy and coordination of 
our relief, disaster response operations and. development activities. in the Middle f 
East/North Africa region to ensure that the, International Federation’s resource base 
is fully developed and is being utilised effectively and cost-effiently to meet. the needs 
of the most vulnerable. This will involve providing direction and’ guidance to Desk 
Officers and Heads of Regional and Country Delegations ‘in. promoting. the 
mobilisation of personnel, finance and. material resources, and working with: Red | 
Crescent National Societies to optimise their capacities and self-sufficiency. i 


This position requires a university degree, at least 5 years of working at-a genio: yi level 
and significant experience in an international humanitarian setting involving 1 relief nd 
disaster response activities. Demonstrated managerial, leadership, strategic planning 
and financial management skills are also key requirements. Candidates -nimst have 
good writing and verbal communication skills in English together with fluency n 
Arabic. The ability to work in French would be a definite asset, 


This position will appeal to senior professionals who are looking for a meaningful} - 
challenge working for a leader in the humanitarian field and who are: willing to 
commit to the principles of International Federation in providing relief and assistance 
to the most vulnerably 


The International Federation is an equal opportunity employer. Applications should 
send their curriculum vitae quoting vacancy number 98-144 no later than 11 July, 
1998 to: 


Head, Recruitment and Human Resources Planning 
International Federation of Red Cross & Red Crescent Societies. 
P.O. Box 372 
CH-1211. Geneva 19, Switzerland 


ee Bat (41), (22) 733 17 27. E-Mail: Yacancie Piire org- Website address; www. ifte, og 
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We wanted to switch on more people to our 
home entertainment products. To give our 
business a surge of energy. Easy access to 1.5 
billion new consumers seemed like a good place to 


start. A stable tax-free business environment free 


To find out 


Moarkoting Dan retmens 
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At this point we moved our 


electronics business 
to Jebel Ali Free Zone. 


of bureaucracy was another obvious attraction. As. 
was the easy availability of labour, warehouses, and 
a sophisticated infrastructure. World cass port 
facilities, close proximity to an international 
airport, efficient administrative and engineering 


Jebel Ali Free Zone, Dubai. Freedom to d 


more about the Jebel Ali Free Zone, call +9714 815000, fax +9714 817777, telex 47398 or write to u 


127000. Dubai LAE 


e Jebel Ali Free Z 


services, and unbeatable business incentives within 
a growing economy completed what we felt were 
the ideal set of components. And since we moved 
down to the Jebel Ali Free Zone, our fortunes 
seem to have gone only one way. Up 
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HEN the mighty fall, mere mortals get 
- scared: After clinging on desperately 
-for years, Japan has finally tumbled: output 
has fallen for two quarters in succession, so its 
“economy is:no longer merely drifting but is 
-officially in recession. The news provoked an- 
_ other wave of worldwide economic alarm, as 
the yen sank at the beginning of the week to 
an eight-year low. Once the global exemplar, 
. Japan’s failing economy has come to be seen 
as a potent risk to its neighbours and the rest 
of the world. Outright depression in Japan, 
further rounds of economic and political tur- 
moil in the rest of Asia, anda global slump to 
. follow: might this dismal scenario unfold af- 
~ ter all? What, if anything, can be done to prevent it? 
-. On June 17th the governments of Japan and America 
made a show of acting together to fend off the danger. They 
announced no new policies, but did back their soothing 
‘> words with determined intervention in the foreign-exchange 
markets. The yen rallied impressively and global stockmark- 
< ets bounced. The respite is likely to prove short-lived. Asia’s 
‘nightmare, and the West's anxieties about what it means for 
Europe and America, are far from over. 






What Japan must do 


A.coherent account of what went wrong in Asia, what should 
have been done to stop it happening, and what should be 
done now to restore stability in the region, is still lacking; for 
the time being, damage control and crisis management re- 
: main the orders of the day. Yet the latest events do allow one 
conclusion to be drawn and acted upon. Japan must—and 
can—act decisively to revive its economy. 
It has every reason in its own interests to do so, but the fate 
of the region also hinges on whether it meets the challenge. 
The- rest of East Asia is in a terrible fix: Gpp fell by an 
annualised 20% or more in South Korea, Malaysia and Indo- 
nesia in the first quarter of this year, and new forecasts suggest 
these economies will at best see no growth next year. As the 
mayhem continues, Europe and America can exhort, plead 
and affect to intervene (in both senses), but for the most part 
this is a sideshow. If Asia ever needed, or was entitled to ex- 
pect, Japanese leadership, now is the time. 
> Japan’s plight has not caused the region’s ills. But it affects 
Asia in two ways. Lack of demand in its economy—much the 
- region’s biggest—-means that the crippled tigers cannot export 
_ their way to recovery. Sales to Japan account for as much as 
12% of Malaysia’s GDP, and 5-7% of GDP in Indonesia, Thai- 
land, South Korea and Taiwan. In addition, the weak yen re- 
~ duces the competitive advantage that the Asian devaluations 
would otherwise have given the tigers’ currencies. On the face 
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As Japan goes? 





n ott it, Asia needs both stronger demand in Japan anda stron- A 


ger yen. But arranging both is tricky, 
posing that Japan can summon the 
so. A loose monetary policy is essent 
pan is to spur domestic demand; a loose 
monetary policy means, among other things, 
a depreciated yen. 
This dilemma has helped:to fuel the re- 
cent mood of despair—and yet it can be re- 
solved. In itself, the harm that a weak yen. 
does to Asia is not great. The yen has fallen 
over the past couple of months, but it remains 
much stronger against the other East Asian 
currencies than a year ago. Also, though South 
Korea and Taiwan compete head-on with Ja- 
pan, other Asian countries, such as. China, 
Thailand and Indonesia, export quite different goods: 
competitiveness in third markets is not directly affected b 
the fall in the yen. All in all, a cheap yen would be a sr 
price for Asia to pay for a speedier recovery in Japan. = 
To this, the most resolute pessimists reply that neithe: 
cheap yen nor anything else will spur the Japanese econom 
Fiscal policy has stopped working; the sickness of Japan 
banks makes any macroeconomic approach to the probl 
fiscal or monetary, irrelevant; the country’s productive poten- 
tial, not merely its ability to mobilise demand, is collapsin 
And so the litany of despair goes on. Things:are bad, all righ 
but nowhere near as bad as this. Fiscal policy remains b 
usable and, if used, effective. The problems in the banking 
system, once properly acknowledged, can be dealt with. ’ 
“supply-side” of Japan’s economy needs further reform, but 
is hysterical to say that, regardless of demand in the economy, 
Japan is henceforth condemned to little or no growth (see 
pages 19-22). These are excuses for inaction—the last thing Jap- : 
anese politicians need. 
Suppose then that Japan does what it should--spurring 
demand with monetary and fiscal policy, cleaning up the 
banking mess and vigorously pursuing reform elsewhere in 
the economy—will that be enough to make the world ec 
omy a safe place? No. Risk can be reduced but not eliminate: 
A devaluation of China’s yuan, for instance, would.cause fu 
ther real harm to the region’s other economies. The Hon 
Kong dollar’s peg would probably give way, too, leading to 
another round of competitive devaluations across the region. 
With luck, China will continue to resist devaluation: the re- 
cent fall in Chirfa’s exports is mainly due to weak regional 
demand, not an overvalued currency. But China may devalue 
anyway, and that would be scary. 
Another risk is the delicate. state of western stockmarket 
especially Wall Street. If more bad news from Asia cause 
uity prices in the United States and Europe to slide, the scene 
would be set for a slowdown spreading far beyond Asia. Th 
emains the likeliest channel of contagion: America’ 5 exports 


























































-Even if its sales to the region fell by 25%, this would reduce 
_ growth only by halfa point. This is why the slump in Asia has 
¿© g0 far had little effect in the United States. Also, the faster- 
_.than-expected recovery in continental Europe this year is 
helping to fill the hole in world demand. 

Were it not for the problems in Asia, the Fed would almost 
certainly have raised America’s interest rates by now. Indeed, 
there is growing evidence that the American economy is over- 
heating despite the chilly breeze from across the Pacific: con- 
sumer spending continues to boom, unemployment is at a 
30-year low of 4.3%, and inflation is starting to creep up. Asia 
notwithstanding, America needs to raise its interest rates— 
but to do so would hurt Asian debtors and, by drawing more 
capital out of Asian markets, worsen the region's difficulties. 
So here is another monetary-policy dilemma. Again, it is 


y 1% of its GDP. All its exports tothe best resolved by 


whole of Asia amount to. a relatively modest 2.4% of GDP. 





economy. Japan ‘needs looser monetary policy, America 
needs tighter. Moves in either case would act to weaken the 
yen—which is a risk, but on balance one that is worth taking. 
Just as Asia’s interests are better served by stronger demand in 
Japan than by a policy to defend the yen; so. they are better 
served by economic stability in the United States than by a 
concern to keep American interest rates low. If inflation in 
America continues to rise, the Fed will have to raise rates 
abruptly, and by more than if it acts now. That would deal 
Asia a worse blow. 

A decade ago, Japan faced pressure from the United States 
to keep its interest rates down. America was worried about 
the tumbling dollar and slow growth. Japan obliged, despite 
signs that its economy was overheating and a financial bub- 
ble was developing. Japan’s current mess has much to do with 
that mistake. It is a lesson worth pondering. 





For America and Europe, it would be money well spent 


FTER the recent nuclear blasts by India and Pakistan, the 

last thing the world needs is another nuclear problem 
‘going critical. Yet in recent months a project agreed on in 
~ 1994—bribing North Korea to stop producing plutonium 

(from which nuclear bombs can be made)—has run into a po- 
tentially deal-stopping wrangle over cash: there is still not 
enough in the kitty to build the two nuclear-power plants that 
North Korea was promised in return for shutting down its 
own’more proliferation-prone reactors, or to finance the 
500,000 tonnes of heavy fuel oil it is to receive each year until 
the new plants are finished. On June 29th America, South Ko- 
rea, Japan and the European Union—the executive council of 
the Korean Peninsula Energy Development Organisation 
(KEDO), which oversees the 1994 deal—meet in Brussels to 
~ thrash out their differences. If they fail, the chance to contain 
North Korea’s nuclear ambitions could be lost. Even if they 
succeed, however, the project’s troubles are not over. 

KEDO’s job is a thankless one. North Korea’s unsuccessful 
- attempt two years ago to infiltrate commandos into South 

- Korea by submarine froze negotiations for months. Earlier 
this month North Korea refused permission for a group of 
= Japanese-born wives of North Koreans to visit Japan, an un- 
-likely incentive to the Japanese parliament to ratify the gov- 
ernment’s promise to chip in $1 billion to help pay for the two 
-new nuclear reactors. Meanwhile, North Korea’s missile sales 
to all and sundry—most recently to nuclear-equipped Paki- 
stan—will not help the Clinton administration persuade 
Congress to stump up more cash for oil or anything else. 

But the fact remains that, having balked at tougher action 
when North Korea was found to have broken its promises by 
producing more plutonium from. its home-grown reactors 
than ithad owned up to, there is little alternative now to see- 
ing the 1994 deal through. With luck the Brussels meeting will 
fix a new overall price for the project—around $4.6 billion, 
down from the $5.2 billion originally assumed (much of the 
~ construction bill is. ‘to be in now-devalued South Korean 
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More cash for KEDO, please 











won). South Korea will pay 70% of the costs. But that, plus 
Japan’s $1 billion, still leaves a $380m-shaped hole. Mean- 
while, the money for fuel oil keeps drying up. North Korea has 
threatened to take its plutonium-producing reactors out of 
mothballs unless the project stays on schedule (construction 
should start in the autumn) and the oil arrives more regularly. 

Where might the missing money come from? South Korea 
and Japan would like America to stump up some of it. Amer- 
ica brokered the 1994 deal but Congress then would not pay a 
penny for the reactors and from time to time has tried to cut 
America’s contribution to the annual $60m-65m bill for oil. 
Yet keeping the lid on North Korea’s nuclear cheating would 
surely be money well spent. Time for Congress to reconsider. 

Ditto the European Union, which has chipped in a rather 
miserly 75m ecus ($82m, or 2% of the reactor cost) over five 
years, spent so far on oil, in return for a seat on the KEDO 
executive and a crack at future contracts. Why should Euro- 
pean taxpayers give more to KEDO? Partly because Japan has 
been generous to Europe (pledging 7.5% of the G7's funds for 
the Chernobyl reactor and $130m last year alone for rebuild- 
ing Bosnia). But mostly because a nuclear-armed North Korea 
would be a threat not just to Asia, but to all. 


The plutonium in the woodpile 

Yet even a fully financed project could still founder. The nu- 
clear components cannot be delivered until North. Korea 
complies with the Nuclear Non-Proliferation Treaty and its, 
safeguards—meaning that full inspections of North Korea’s 
nuclear industry (now suspended)-must resume and North 
Korea must come clean about all past plutonium production. 
As time passes, it gets harder technically for inspectors to find 
out just how much nuclear moonlighting has gone on. North 
Korea is so far. doing nothing to help, no doubt hoping that 
the world will lose interest. But the stakes are too high. It is up 
to North Korea, as much as anyone, to make this deal stick. 
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An unwise road in Texas 


The notion of hate crimes is incompatible with justice 


VER since the body of James Byrd was found, last week, in 

pieces on a road in east Texas (see page 34), the authorities 
have been struggling to bring charges to reflect the horror of 
the crime. “Murder” seems too pat: Mr Byrd was chained to a 
truck and dragged for almost three miles. Besides, in Texas 
(even in Texas), simple murder does not carry the death pen- 
alty. But Mr Byrd was black, apparently murdered by racists; 
so there is a call for this killing to be labelled a “hate crime”, 
for which the punishment is death by lethal injection. 

Federal law recognises a hate crime, and beefs up the pen- 
alty accordingly, whenever a victim seems to be picked on 
because of his race, colour, religion or national origin. There 
are relatively few prosecutions of this sort: in 1996, 27 offend- 
ers received “enhanced” sentences. But politicians from both 
parties, as well as President Clinton, would like to see the law 
extended to cover sexual orientation, gender and disability. 

On its face, the notion of stiffening punishment when 
discrimination is involved may seem fair enough. Hatred can 
be infectious: if one man is seen to beat up a black, another 
may copy him. And to kill a man for something he cannot 
help, such as his race, seems much worse a motive than to kill 
him because he is rich, or successful, or owes you money. Yet, 
for all that, the notion of “hate crimes” is flawed, and not only 
in terms of justice. Rather than helping—as the shaken folk of 
Jasper, Texas, clearly suppose—to heal America’s racial and 
other divisions, it may instead perpetuate them. 

To grasp the difficulty with hate crimes, suppose that Mr 
Byrd was white. Suppose he was killed by three drunken 
white youths who, to while away an evening, thought they 
would indulge in a little aimless violence. Such things hap- 
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pen. Would that killing have been less awful? Of course not; 
yet hate-crime law says that it would have been. The ghastly 
violence of the act is not seen as the nub of the problem (and 
the nub, indeed, of America’s problem). Instead, race is. 


The wrong obsession 

Once race—or religion, or gender—is introduced into the 
equation, this naturally colours the motive for the crime in 
the eyes of the criminal-justice system. Yet crimes may have 
several motives, or none at all. A robbery of a white by a black, 
for example, may be purely for money. Who is to judge 
whether race-hate was there and, if so, how much there was? 
The issue should not be avoided; but neither should it be 
given the importance the law now attaches to it. 

This is so even when the hatred seems explicit, as it does in 
the Byrd case. The men who have been charged with the kill- 
ing were known white supremacists, who left Nazi parapher- 
nalia at the scene. Yet it is not a crime to hold such opinions, 
loathsome as they are. The notion of “hate crime” may be, in 
effect, an extra penalty imposed on people whose views are 
offensive, as well as their actions. Ironically, it makes the jus- 
tice system pick on them simply because they are different. 

Blacks may well protest that they, in particular, need extra 
sympathy from the law. There is a widespread belief that 
blacks are not treated fairly by the police or by judges; that 
they are more readily arrested for drug offences, more often 
given the death penalty for murder. Many studies support 
this view. But even if bias exists in the system, the remedy 
cannot be to introduce racial weighting—or, indeed, 
weighting of any sort—into the concept of justice for all. 





Intervene in Kosovo? 


Yes—but only if you’re prepared to do the hard part, on the ground, as 


well as the easy bit in the air 


T LOOKS simple. The local thug is causing trouble again, 
this time beating up his own people, not the neighbours. 
Last time, he became co-operative only when the West, in the 
shape of NATO, showed it meant business by carrying out air 
strikes. All the dire consequences predicted by doubters failed 
to happen. A peace treaty was signed, which has worked re- 
markably well. It is now clear that if NATO had acted a lot 
earlier, Slobodan Milosevic—for the thug in question is the 
Serb nationalist who is probably more to blame for the Bal- 
kans’ wars than anyone else—would have brought his Bos- 
nian cousins to heel much sooner. Thousands of lives would 
have been saved. So don’t make the same mistake again: let 
the bombing begin. 
Well, not quite yet. In Moscow this week, Mr Milosevic 
was persuaded by Boris Yeltsin that it would be prudent to 
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listen to his critics and at least talk to the people in Serbia’s 
southern province of Kosovo (see page 57). Yet no one should 
assume that this better behaviour will last long. Serb national- 
ists have a special reverence for parts of Kosovo, notably the 
Field of Blackbirds, where their forebears’ defeat at the hands 
of the Ottomans in 1389 cast the Serbs into 500 years of Mus- 
lim subjugation. But this reverence for Kosovo does not ex- 
tend to its people, 90% of whom are ethnically Albanian and 
mostly Muslim. In communist times, Kosovo was an autono- 
mous province of the Yugoslav republic of Serbia, but since 
1989, when its autonomy was ended, repression has intensi- 
fied. The Kosovars want to secede. Some would prefer to nego- 
tiate their independence; others, growing in number by the 
day, are ready to fight for it—with arms supplied by brethren 
across the border in Albania. Without an agreement on the 
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question roe whether to intervene will then recur. 

~The arguments against armed intervention are far from 
trivial. It would, if it happened, be an attack on a lawful gov- 
ernment that could claim to be doing no more than fighting 
to uphold the principle of territorial integrity. Wasn't that 
what Abraham Lincoln was fighting for? And who gave NATO 
the right to go round interfering in other countries’ internal 
affairs? On current form, Russia and China would veto any 
resolution in the UN Security Council to authorise NATO air 
strikes. And without the Security Council's approval, it is far 
from certain that even a majority of NATO’s members would 
give theirs. NATO, after all, has been assuring everyone that it 
is now a defence-cum-peacekeeping outfit that threatens ab- 
solutely nobody, least of all its old adversaries the Russians 
(among whose fellow-Slavs are the Serbs). Action, if it is taken, 
could end up as an American-British affair. 

Moreover, the Serbs’ repression in Kosovo, though terri- 
ble, is by no means exceptionally terrible. Some 200-300 peo- 
ple have been killed and perhaps 65,000 have abandoned 
their homes, 10,000 of them fleeing abroad. The world, it may 
be remembered, never felt obliged to intervene in Chechnya 
(§50,000-100,000 dead), East Timor (100,000-200,000) or 

= Rwanda (800,000). Is it really wise to start freelance interven- 
< tion against such relatively small-time bullies as Mr Milos- 
evic? Innocents might get killed (always a possibility in mili- 
-tary actions). The Serbs might refuse to back down, leading to 
the dangers of more intervention or the embarrassment of 
less. And the Kosovars, emboldened by western help, might 
turn on their oppressors, ethnically cleansing—maybe cut- 
ting the throats of—the 10% Serb minority. Then, one day, it 
could be cited as an awful precedent: how would NATO react 
were China, say, to carry out air strikes against an Indian gov- 
ernment that was fighting to prevent its majority-Muslim 
“province of Jammu & Kashmir from seceding? 
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“ALI this sh nake ou siders th k hard before letting 
slip their airborne dogs of war. Yet one consideration 
strengthens the case, perhaps decisively, for intervention of 
the right kind. It is the likelihood that, ifthe turmoil in Kosovo 
is not contained, it will spread to Macedonia, which has its 
own discontented ethnic-Albanian minority. The ensuing 
civil war would probably lead other Macedonians to take up 
arms, some of them eager to break up their country and create 
a Greater Bulgaria. Were that to stretch to the Aegean, as some 
would like, Greece would be drawn:in, and surely also the 
Kosovars’ friend, Turkey (never mind Albania proper, which 
has already had one civil war this decade): Cyprus too would 
almost certainly go up in smoke. If all this could be stopped 
by a few bombs now, they would be bombs well dropped. 





An ante for the status quo 

Unfortunately, it is unlikely that a few, or even many, bombs 
would be enough. Armed intervention, if it were to work, 
would also require specifying exactly what is wanted of the 
Serbs: an end to repression in Kosovo and the restoration of 
its autonomy, preferably with the handing over to Serbia of 
the Serbs’ holy places. It would be accompanied by a vow that 
the West would not support the rebels seeking to split Kosovo 
from Serbia, nor recognise a self-proclaimed “independent” 
Kosovo (to do so would make a nonsense of the West’s no- 
change-of-frontiers policy in Bosnia). 

At the same time the West should do what it could to stabi- 
lise Macedonia (offer aid in return for decent treatment of the 
ethnic Albanians). But even this would probably be too little 
if the interveners were not ready to get involved on the 
ground, as well as in the air, to keep the peace. That prospect is 
the nastiest of all for NATO, but, without it, attacks on 
Kosovars would probably continue, the pledge to uphold Ser- 
bia’s integrity would be disbelieved—and the bombing 
would be seen as yet another empty western gesture. 














TIS now more than four years since Zapatist rebels took up 
arms in Mexico’s southernmost state of Chiapas. More re- 
_ cently, a smaller group of supposedly Marxist rebels has ap- 
peared in Guerrero, another southern state. Both claim to 
'speak—the Zapatists with far more visible authority—for the 
_ poor of these poor regions, above all the Amerindian poor. 
_ They have fair points to make, as they would in many such 
» countries: poor ethnic minorities are not peculiar to Mexico. 
_ Their points are not being simply ignored. Yet there is little 
dialogue; and recent events have brought a real risk that such 
dialogue as there is will be drowned by gunfire. 
The Zapatists’ armed uprising in January 1994, though it 
led to some.150 deaths, was short-lived. Since then, they and 
their somewhat theatrical leader, “Subcomandante Marcos”, 
“have dealt, and proclaim they still want to deal, much more 
in words than violence. Buta peace accord laboriously 
reached in early 1996 was never put into effect, and the talks 
consequently broken off have not been formally resumed. Six 


16 








‘Mexico's southern sore 


Concessions all round are needed to end the revolt in Chiapas 








months ago, failure of communications suddenly—though 
not without warning—brought very bloody violence indeed, 
and not from the Zapatist side: a bunch of thugs, with at least 
some official connivance, massacred 45 Amerindians, 
mostly women and children, near a Chiapas village. 

The killing shook Mexico, and cost the interior minister 
and some other officials their jobs. But the shock was not 
enough to renew movement toward peace. On the contrary, 
the Zapatists have pushed ahead with the establishment of 
“autonomous” municipalities, which the authorities have 
tried to suppress, though the idea behind them is not unlike 
one envisaged in the 1996 accord. The result this month was 
first the self-dissolution, in despair, of acommittee seeking to 
mediate in the conflict;and soonaclash in which eight villag- 
ers and two members of an army-cum-police column died. 
Exactly how is unclear; as ever, there were soon rival versions. 
But the reason was plain: officialdom had taken to force, hop- 
ing, as itsaw things, to restore legitimate law. end order—or, as 
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the villagers saw them, to destroy legitimate freedoms. 

A little earlier, in a remote village in Guerrero, the army 
had come upon a group of rebels, and lo, among 14 of them, 
12 ended up dead. The mere figures suggest something worse 
than a gunfight; one survivor claimed the guerrillas surren- 
dered and were simply shot. That may not be so, but it is easy 
to believe: in Latin America—not alone, but notably—order 
does not invariably go hand-in-hand with law. 


All this and groupies too 

By the standards of Colombia (or some other places), the 
bloodshed has so far not been much. It could become far 
worse. Can that slide be prevented? Mexico's President 
Ernesto Zedillo has said often enough, and repeated it during 
a visit to Chiapas after these clashes, that violence is no way 
forward. His new home minister says he is ready to talk to the 
Zapatists. Both men clearly have some talking to do to their 
own officials to get the message of non-violence across; and if 


Lo. | 


some heads have to roll in that process, let them roll. 

The subcomandante too must play his part, as a congres- 
sional committee this week was trying, through intermediar- 
ies, to persuade him. He may well deserve safeguards; but ifhe 
lurks for ever like a bandit in a hideout, he should not be 
surprised if some people see him as such. 

Those who could usefully stop trying to play a part are the 
European and American Marcos-groupies who since 1994 
have flocked—since last December’s massacre have positively 
swarmed—to Chiapas to lend the Zapatists their support. 
Their motives vary. All may be genuine sympathisers; many 
may be of good heart; some may even have done useful work. 
But some are plainly “revolutionary tourists”, a 1990s version 
of the 1960s Guevara-worshippers, who have angered Mr Zed- 
illo and other decent but not left-leaning Mexicans. If foreign- 
ers are to intervene usefully in Mexico’s socio-politics, they 
should be those who have experience both of such a task and 
of Latin American realities. Goodwill is not enough. 





England’s shame 


If football thuggery continues to follow the English team around France, 


England should pull out of the World Cup 


EFORE the World Cup got underway, Jack Straw, Britain’s 

home secretary, said that it would be a “national humili- 
ation” if English football supporters rioted in France. He was 
right. Until the English got involved, the World Cup had 
seemed like a joyous multi-national party. Then a group of 
beer-bellied, chanting English morons turned up for their 
side’s first game in Marseilles, and mayhem ensued. Fights 
broke out, shops were trashed, the streets were filled with tear 
gas, scores of arrests were made. 

For this most image-conscious of governments, this was a 
particularly bitter moment. Just as Tony Blair was hosting a 
European summit—and boasting of Britain’s new Euro- 
friendly approach—his compatriots in France were display- 
ing the most atavistic form of xenophobia. But English foot- 
ball violence is hardly a gift for Eurosceptics either. Who now 
feels like arguing about the superiority of the British way? 

Does this reflect some deep social problem, or just bad 
luck? France has far more National Front voters—but Eng- 
land's fascists follow their football team around. America is a 
more violent place than Britain—but in England, football is 
where you go for a fight. For whatever reason, England has a 
problem—and it cannot go on inflicting it on others. 


Shape up or ship out 

If thuggery and violence continues to follow the English team 
around France—their next game is in Toulouse on June 
22nd—the English Football Association should pull the side 
out of the tournament. If the FA is not prepared to do the nec- 
essary, the government should lean on them. And if England 
will still not pull out, FIFA, which runs the tournament, 
would have every right to chuck the team out. 

Many people would regard withdrawing the English side 
from the World Cup as grossly unfair. Why punish millions of 
peaceable supporters—and the team itself—for the actions of 
a few hundred thugs? That is an argument for waiting, in the 
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hope that things now calm down. But, unfortunately, such 
hopes may well prove vain. Yes, other countries have their 
football hooligans—some Germans have been arrested in 
Paris and the Tunisian supporters provoked some of the vio- 
lence in Marseilles. But no other country has anything like 
England's record. There was serious violence in Rome last No- 
vember; in Dublin in 1995 a riot provoked by English sup- 
porters caused a game to be abandoned. And in 1985 there 
was the Heysel stadium disaster, when Liverpool supporters 
attacked Italian fans, a wall collapsed, and 38 people died. 
English club sides were banned from Europe for five years. 

If a pattern of English fan violence sets in at this World 
Cup, why risk another Heysel? Even if, through good fortune, 
nobody is seriously hurt, why should French cities have to 
accept the consequences of English thuggery? 

The second reason to contemplate English withdrawal is 
to make a real gesture of national contrition. These are groups 
of Englishmen, supporting the national team—a team the 
government is only too happy to associate itself with, when 
the going is good. It is easy to say sorry. It would be much 
harder to pull the English team out—and that is the point. 

Finally, it might take a shock like pulling out of the World 
Cup to force England to deal with the thugs. For sure, it is 
fiendishly difficult to stop young men with valid passports 
travelling abroad. But it used to be said that the hooliganism 
that once dogged football in England itself was ineradicable. 
Then, after the Hillsborough tragedy of 1989, when 94 sup- 
porters died aftersa crowd stampede, stadiums were forced to 
install seats, there was a crackdown on drinking at games and 
security measures were vastly improved. Dealing with travel- 
ling English fans requires different methods. But it cannot be 
impossible to devise ways of dealing with them. And if the 
thugs truly cannot be stopped, why should foreigners be ex- 
pected just to put up with them? 
<I 
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Fallen idol 


APAN’S ECONOMIC PLIGHT 





Japan was once feared for its economic might. Today it is feared for its eco- 
nomic weakness—and the harm its ailing system might do to the rest of Asia 


and the world. Just how sick is Japan? 


OON, and for the first time, Japan will 

have a higher jobless rate than Amer- 
ica—a telling moment in the shifting for- 
tunes of the two economies. While America 
continues to enjoy rapid growth, Japan is 
in recession. The country’s GDP fell by an 
annualised 5.3% in the three months to 
March—much more than expected and the 
second consecutive quarterly fall. Its banks 
are creaking under their burden of bad 
loans; this week the yen hit an eight-year 
low of ¥147 against the dollar, before joint 
intervention by America and Japan pulled 
it back; the unemployment rate, with fur- 
ther to rise, already stands at a post-war 
high of 4.1%. 

Things will probably get worse before 
they get better. Consumer and business 
confidence is severely depressed. Worries 
about jobs and the fragility of financial in- 

_ stitutions is likely to cause families to save 
--more and spend less in coming months, 
adding to fears of a self-reinforcing defla- 
tionary spiral. Firms, struggling under a 
© mountain of debt and excess capacity, are 
slashing investment, and exports to the rest 
of Asia are falling. Over the next year or so 
more firms will go bust, unemployment 
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will climb, and the scale of the banks’ prob- 
lems may well turn out to be even worse 
than has been admitted so far. If the reces- 
sion in the rest of Asia deepens or if Ameri- 
ca’s economy—tripped by a sharp fall on 
Wall Street, say—falls suddenly into reces- 
sion, then Japan’s economic prospects will 
look grimmer still. 

What a transformation. Ten years ago, 
anybody predicting that America would 
grow faster than Japan and have lower un- 



























































employment would have been called a ~ 
fool. Then, Japan’s economic superiority - 
was seen not as a momentary or cyclical 
thing but as something inseparable from 
its “model”. In particular, the blueprint for - 
Japan Inc was based on close links between 
firms, banks and government officials. 
These arrangements sheltered managers 
from impatient shareholders and foreign 
competition, allowing them to take a long 
view. Anglo-Saxon capitalism, obsessed 
with the short term, didn’t stand-a chance. 
Now, many trace Japan’s failure back to 
that same financial root. Under ministry. 
guidance, banks kept weak firms in busi- 
ness, they say, in the end undermining the — 
entire economy. Echoing the earlier logic, 
the country’s current condition. is again 
seen not as a temporary thing but as some- 
thing that is so deeply embedded as to be 
almost inevitable. Unless Japan aband 
its distinctive model, it will stagnate (or 
worse) indefinitely. a 
Economists love to extrapolate. Ameri- 
ca’s current phase of strong non-inflation- 
ary growth is expected to continue indefi- 
nitely—just as its previous underperform- 
ance, relative to Japan, was regarded as 
permanent. In the same way, many co 
mentators see no way out of Japan’s dif 
culties. Bad as these are, however, they ai 
not as bad as they are often made out to be. 
The mood of much of today’s commentary, 
which sees a grim future for Japan however 
far into the future you look, is too bleak. > 
Japan’s recession is likely to grow wot 
in the short term—but maybe not muc 
worse. Beyond the short term, Japan’s pros- 
pects are brighter than many currently ex- 
pect. In the midst of financial crisis, the 
short term can seem like an age, and people 
determined to panic will find no consol 
tion in looking further ahead. But the open- 
minded may indeed find some consola- 
tion there—not to mention a better basis for 
their economic forecasts. : 


Demand or supply? 


A first question is whether Japan’s devi 
turn is due to deep structural defects i 
merely to inadequate demand. Many 
claim that Japan’s weak growth of 1.3%:a 
year, on average, over the past six years is 
largely the fault of stifling regulation and. 
weak industrial management, which in 
turn have bred widespread inefficiency 
and a dwindling return on capital, Some 
conclude that Japan’s potential. output 
(what the economy could produce if its ca- 
pacity were fully employed) has been grow- 
ing at no more than 1% a year of late, com 
pared with 3-4% a year in the 1980s. If this 
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omy would be to little purpose. The only 
way to spur growth would be to embark on 
- wide-ranging deregulation and structural 
reform—a process that would take years, 
however determinedly it was followed. In 
this case, the medium-term outlook would 
indeed be bleak. 

Undeniably, Japan’s structural defects 
(especially excessive borrowing by firms to 
invest in projects with low returns) have 
worsened its problems. But most of the 
blame for the country’s stagnation lies with 
the government's failure to boost demand. 
The authorities made a series of errors in 
monetary and fiscal policy. They were too 
reluctant to raise public borrowing and cut 
interest rates in the early 1990s, after Ja- 
pan’s financial bubble burst, and then 
much too quick to tighten fiscal policy 
again last year. 

Viewed from the supply-side, the an- 
swer is the same. In any economy, growth 
in potential output depends on the growth 
in the labour force and rising productivity. 
Japan’s labour-force growth has slowed 
from just over 1% a year in the 1980s to 
around 0.5% in the 1990s, and the work- 
force is expected to decline in the next cen- 
tury. On the other hand, economic rigidi- 
ties have not worsened over the past decade 
(ifanything, they may have eased, thanks to 
. some deregulation), so there is no reason to 
_ Suppose that underlying growth in pro- 
- ductivity has fallen sharply. Indeed, pro- 
ductivity growth in manufacturing has av- 
eraged 3% during the past five years, exactly 
the same as in the 1980s. 

On this basis, Japan’s potential output 
is probably still growing by around 2% a 
year. Since actual growth has been less than 
this over the past six years, the economy 
now has a sizeable “output gap”—meaning 
that it could grow faster for several years 
without encountering bottlenecks. This is 
another way of saying that the problem is 
(lack of) demand, not supply. 



































Fiscal follies 


“At this point one faction of the pessimists 
makes a different argument: supposing 
: that demand is indeed part of the problem, 
_ they say, the government is powerless, for 
one reason or another, to use fiscal and 
monetary policy to address it. The govern- 
ment did in fact announce a fiscal stimulus 
of about 2% of cpr in April; and interest 
rates are currently set at a historic low of 
0.5%. But it makes no difference, according 
to this view: neither easy money nor public 
spending can prevent Japan being sucked 
into a deflationary spiral. 
_ As-it happens, Japan is not yet in fact 
suffering from a full-scale deflation. True, 
“producer prices fell 1.7% in the year to May 
and the prices of equities and land are fall- 
ing. But a one-off drop in prices due to 
cheaper imports from Asia, lower oil prices 
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or deregulation in telecommunications is 
not the same as “deflation”. Producer 
prices are falling in lots of other rich econo- 
mies, thanks to lower commodity prices. 
Japanese consumer prices in the aggregate 
are not yet declining, nor are wages. 

There is a danger that Japan may in- 
deed drift towards deflation—but macro- 
economic policy (“demand management”) 
can prevent this. It is true that interest rates 
cannot go much lower, but monetary pol- 
icy can stimulate the economy in other 
ways. One is through the exchange rate. The 
20% drop in the yen against the dollar over 
the past year will help not only to boost ex- 
ports but, more important, to raise import 
prices and prevent deflation. It will also 
make Japanese assets look cheaper by inter- 
national standards and therefore more at- 
tractive to foreign buyers. 

The argument that fiscal policy is impo- 
tent is also flawed. Umpteen packages over 
the past five years have, it is claimed, failed 
to boost the economy. But if the impact ap- 
peared modest, so was the stimulus. Minis- 
ters overstated the scale of their packages by 
including measures without a direct im- 
pact on growth (such as lending by govern- 
ment agencies and the front-loading of pre- 
viously planned public works). The actual 
amount injected into the economy over the 
past five years—through increased public 
works or tax cuts—was only one-third of all 
the measures announced by the govern- 
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‘Much of the deterioration in Ja- 
pan’s budget—from a general-government 
surplus of 1.5% of Gppin 1992 to a deficit of 
3% last year—reflected the automatic fallin 
tax revenues due to the downturn. 

Also, to measure the effects of any stim- 
ulus you need to look not just at actual 
growth rates, but at what growth would oth- 
erwise have been. Given the plunge in eq- 
uity and property prices, the 85% rise in the 
yen between 1990 and 1995 and the trou- 
bles in East Asia, Japan’s output would 
have been expected to fall sharply. A large 
stimulus in 1995-96 did deliver GDP 
growth of 3.9% in 1996 (see chart 2). But 
then the government was too eager to con- 
tain borrowing: it tightened policy prema- 
turely in 1997 and the economy slowed. 

Might fiscal policy be failing now for 
new reasons? One common argument is 
that public-sector debt (at almost 100% of 
Gpp)has climbed too high, especially ifyou 
take account of increasing future pension 
liabilities as the population ages. This im- 
plies that taxes will have to rise sharply in 
future—and, in turn, that far-sighted house- 
holds will therefore save any tax cut rather 
than spend it. However, long-term govern- 
ment bond yields of only 1.2% hardly sug- 
gest that investors are worried about the 
scale of government borrowing. 

In any case, Japan’s future pensions bill 
needs to be put in context. According to the 
OECD, the ratio of retired people to the la- 
bour force will not rise as much in Japan as 
in Germany or France (see chart 3). Japan 
also has more room to raise taxes: its tax 
burden is only 32% of GDP, compared with 
45-50% in continental Europe. 


Debtors’ prison 


A more plausible reason to think that Ja- 
pan’s recession might get much worse is the 
sorry state of its banking system. This will 
not neutralise the effects of a fiscal stimulus 
entirely (as the experience of 1995-96 
showed), but it may be enough to dampen 
them. The banks’ overhang of bad loans— 
estimated at ¥8o trillion, or 12% of Gpp— 
serves as a brake on new lending, and thus 
on demand. Also, the bad debts raise anxi- 
eties about the security of the banking sys- 
tem, further undermining consumer confi- 
dence. The debts need to be acknowledged 
in all their awfulness, and written off. 

The government has persistently shied 
away from that—although it is wrong to ac- 
cuse it of doing nothing at all. In a policy u- 
turn in February it announced a ¥30 tril- 
lion plan to strengthen deposit insurance 
and to help banks write off bad loans. As 
yet, little of this has been used, and ru- 
mours about banks or life insurers in trou- 
ble continue to rattle the markets, Doubts 


* For details see “How Much is Enough for Japan?” by 
Adam Posen, to-be published by the Institute for Interna- 
tional Economics in July. 
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foolishly, to bail out-insolvent banks, or 
wisely, to support sound ones? But at least 
money is now available both to prevent a 
severe interruption of credit and, should 
the need arise, to reduce the risk of system- 
wide failure if more banks go under. 

On balance, if—and it is a big ifthe im- 
mediate storm in global markets can be 
weathered, Japan’s current recession is 
likely to prove short-lived. The govern- 
ment’s latest fiscal stimulus, its biggest yet, 
combined with the weaker yen, will boost 
growth strongly in the second half of this 
year, Calculations by Dresdner Kleinwort 
Benson suggest that a 10% fall in the yen 
will boost GDP by 1.7% by 1999—roughly the 
same amountas the fiscal package itself. 

Unfortunately, this has to fill a deepen- 
ing hole left by the slump in exports to the 
rest of Asia. Two-fifths of Japan’s exports go 
to the region, equivalent to 4.2% of its GDP, 
compared with only 2.4% of Gpp bound for 
America and Germany. It seems likely that 
the slump in East Asia will knock up to 2% 
off Japan’s Gpr this year. Taking all this 
< into account, the Japanese economy is 
-likely at best to see output broadly un- 
: changed, year on year, in 1998. 

If demand merely stabilises in emerg- 
ing East Asia next year, then Japan’s exports 
will not fall much further. Some of Japan’s 
` current fiscal stimulus will also make itself 
felt in 1999, so the economy could enjoy a 
reasonable recovery. But further fiscal mea- 
sures will still be required. It is essential to 
avoid repeating last year’s mistake of tight- 
ening policy too soon. 

Policy will need to be kept loose, ideally 
combining tax cuts with tax reform. A re- 
view of taxes is promised after the Upper 
House elections in July. Cuts in marginal 
income-tax rates combined with a broad- 
ening of the tax base would both boost 
spending and make the economy more efh- 
cient. Japan’s top rate of income tax, 65%, is 
currently the highest among the rich econ- 
omies. This is likely to be cut to 50%. 






























: The reform agenda 


Given sufficient resolve, the government 
~ has the means to close the output gap. But it 
¿should take steps, in addition, to speed the 
` growth of the economy’s productive capac- 
‘ity: demand-side measures and supply- 
“side measures do not exclude each other. 
‘Again, the government has made more of a 
“start in regulatory reform, for instance, 
than it is given credit for. Much more re- 
“mains to be done, but telecommunica- 
“tions, retailing, transport and energy have 
all seen deregulation of various kinds. And 
in April Japan’s “Big Bang” began to set its 

`- financial sector free. 
Relaxing the laws controlling large 
<- stores has already increased competition 
by encouraging rapid growth in the num- 
ber of big supermarkets and foreign retail- 
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stations—has sharply reduced petrol prices. 
The cost of telephone calls has fallen thanks 
to liberalisation. Since the mobile-phone 
market was set free in 1994, rates have 
plummeted and the number of phones has 
jumped from 2m in 1994 to nearly 40m. 

In other ways too, the platform for 
faster productivity growth is already in 
place. Japan’s labour market is not as rigid 
as Germany’s, say. Wages are more flexi- 
ble—thanks to the larger part played by bo- 
nuses—and trade unions are weaker. In 
some industries, lifetime employment can 
make it hard for firms to cut costs—but only 
about one-fifth of all workers in their 40s is 
actually in lifetime employment. 


Indeed, by international standards, Ja- 
pan does not measure up that badly. Its rate 
of return on capital may be a lot less than 
America’s—a fact that has attracted atten- 
tion lately—but it is no worse than in many 
European economies. The World Eco- 
nomic Forum’s latest ranking of competi- 
tiveness puts Japan in 12th place, well 
above France and Germany (22nd and 
24th, respectively). To be sure, continental 
Europe is hardly a model to aspire to—but 
then again nobody is condemning conti- 
nental Europe to perpetual stagnation. In- 
deed, France and Germany are now enjoy- 
ing relatively brisk growth. 

The biggest supply-side obstacle to fu- 
ture growth may no longer be (ifit ever was) 
excessive regulation or inflexible labour 


tion in the oil industry—al- markets, but a corporate culture that finds 


-lowing more oil imports and self-service 









it easy to tolerate low returns and difficult 


to tolerate outright failure. Ifthe economy's 
return on capital is to improve, it will be 
necessary to close ailing companies more 
promptly. This is the aspect of the Japanese ` 
model which now matters most—and may 
be the most difficult to change. But reces- 
sion, financial liberalisation. and the 
squeeze on banks are all playing their part: 

Traditionally, managers have faced lit- 
tle pressure to improve their return on as- 
sets. Most of their capital came from banks 
which also held equity in the firm. Trou- 
bled firms could. stay in business by bor- 
rowing more. But as bad loans erode their 
capital, banks are starting to say “no” to 
companies, or to charge higher risk premi- 
ums. Firms are being forced to turn to the 
bond market and—thanks to this year’s fi- 
nancial deregulation—compete with for- 
eign firms to attract capital. 

As markets tumble and commentators 
tear their hair, it is difficult to accept that 
Japan’s recession may have useful side-ef 
fects of this kind—but that makes it no less 
true. Kevin Hebner, an analyst at sac War- 
burg, points to several promising signs. For 
instance, companies are starting to offer 
stock-option schemes to managers, giving 
them an incentive to pursue shareholders’ 
interests. More firms are setting explicit tar- 
gets for return on equity. And some compa- 
nies have announced plans to buy back 
shares, asa way to improve that return. 

In the new climate, the threat of take- 
over may also start to play its part in spur- 
ring efficiency. Firms have traditionally 
been protected by their relationship with 
their bank and by cross-shareholdings held 
by friendly companies. But as friendly 
firms themselves face financial pressure, 
some are demanding a better return, or, 
desperate for cash, are selling some of their 
shareholdings to financial institutions. Re- 
cent cross-border M&A activity such as the 
deal between Travelers and Nikko and cur- 
rent talks between Daimler Benz and 
Nissan Diesel is just the start. Opaque com- 
pany accounts remain an obstacle to a vig- 
orous market for corporate control—but 
next year the country is moving to interna- 
tional accounting standards which will im- 
prove disclosure. 

If all this works, mind you, it will hurt. 
These new pressures will encourage firms 
to cut costs, shed labour and use assets 
more efficiently. In the short term that 
means plant closures, rising unemploy- 
ment, and hence more gloomy headlines 
about Japan’s economic prospects. But cre- 
ative destruction will help Japan to raise its 
return on capital. Redundancies and bank- 
ruptcies are evidence that the economic ad- 
justment mechanism is working at last. 
Capitalism, you might say, is finally com- 
ing to Japan. Pity it had to be the hard way. 
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Handling Kosovo 





Serbia continued its offensive 
against separatists in 
Kosovo, its ethnic-Albanian 

| province, while NATO threat- 
ened to intervene. Slobodan 
Milosevic, the president of 
Yugoslavia (of which Serbia is 
the main part), agreed to start 
talks and end repression but 

| ignored a western demand to 
withdraw troops. 


At a summit meeting of Euro- 
pean Union countries in Car- 
diff, Germany demanded a 
big cut in its contribution to 
the Eu budget. The Union’s 
leaders set a deadline of 
March 1999 for reforming the 
common agricultural policy 
and regional aid. 


Russia’s president, Boris Yel- 
tsin, appointed a leading re- 
former, Anatoly Chubais, to 
negotiate with the IMF, 
among others, for $10 billion- 
15 billion credit to help end 
the country’s financial crisis. 


Turkey sent six strike aircraft 
to the Turkish-controlled part 
of Cyprus after Greece sent 

six of its own military aircraft | 
| to the Greek-aligned part of 
the island. 


Turkey's prime minister, 


Mesut Yilmaz, agreed with a 





pivotal party leader that a 
general election should be 
| held next April. 


Edouard Balladur, a former 
conservative prime minister 
of France, said a committee 
should study whether some 
public services, including 
housing and welfare, should 





| Ansumane Mane. The Gam- 
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be denied to foreign resi- 
dents. The Socialist-led gov- 
ernment accused him of flirt- 
ing with the far right. 


Marseilles endured two days 
of riots as English and Tuni- 
sian soccer hooligans, in the 
town to see their teams play 
in the World Cup, fought in 
the streets. 


Interim report 


After talks with Tariq Aziz, 
Iraq’s deputy prime minister, 
Richard Butler, the UN's 
chief arms inspector, said that 
he hoped Iraq would have 
fulfilled its disarmament ob- 
ligations in a couple of 
months, raising the prospect 
of an end to the oil embargo. 


America is ready to explore 
ways of improving its rela- 
tions with Iran, said the sec- 
retary of state, Madeleine 
Albright. Sanctions will con- 
tinue, for the time. 


Officials from 156 countries 
embarked on a five-week UN 
conference in Rome to estab- 
lish an international crimi- 
nal court. The debate centres 
on the scope of the institu- 
tion, with Canada leading the 
argument for strong powers, 
the United States for more 
limited ones. 


Nigeria’s new ruler, General 
Abdulsalam Abubakar, re- 
leased nine political prison- 
ers including a former head 
of state, Olusegun Obasanjo. 


Bissau, the capital of Guinea- 
Bissau, was caught in artil- 
lery battles between forces 
loyal to President Joao Ber- 
nardo Vieira, backed by Sen- 
egalese and Guinean troops, 
and soldiers supporting the 
sacked army chief, Brigadier 


bia’s foreign minister 
launched a mediation bid. 


Burundi's Tutsi-led regime 
and Hutu opposition held 





talks in Arusha in northern 
Tanzania in an effort to end 
both the low-level conflict 
and regional sanctions 
against Burundi. 


The border war between 
Ethiopia and Eritrea con- 
tinued, although both sides 
agreed to stop air strikes. 


EU leaders meeting in Wales 
failed to reach agreement on 
a trade deal with South Af- 
rica. After 19 rounds of dis- 
cussions over four years, they 
had hoped to complete an 
agreement in time for Nelson 
Mandela’s visit to Cardiff. 


Up in smoke 


A bill which would have 
given the American govern- 
ment power to regulate to- 
bacco, in exchange for plac- 
ing limits on lawsuits against 
the tobacco companies, died 
in the Senate. 





President Clinton named 
Richard Holbrooke, the 
main architect of the Bosnian 
peace agreement, as Ameri- 
can ambassador to the UN. 


Louise Woodward, the Brit- 
ish au pair accused of killing 
a baby in her charge, returned 
to England after a Boston 
judge upheld a decision to re- 
duce her convicti6n from 
murder to manslaughter. 


In the wake of recent killings 
of Amerindians, a Mexican 
congressional committee 
went to Chiapas hoping to 
persuade the Zapatists to talk 
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to the government. The re- 
sponse was mainly hostile. 


Human Rights Watch said 
that in 1997 there were 336 
murders inside Venezuelan 
prisons, and called them the 
most dangerous in the world. 


Pursuing a long-running 
strike over pay in Brazil's 


| federal universities, 14 profes- 


sors went on hunger strike. 


Missiles and cattle 


North Korea admitted for the 
first time that it was export- 
ing missiles. It did not spec- 
ify the buyers but they are 


| thought to be countries of the 


Middle East. 


In a move designed to ease 
tension between the two Ko- 
reas, Chung Ju Yung, founder 
of the Hyundai group, took 
500 cattle and other gifts to 
the hungry North. 


| The Cambodian govern- 


ment banned rallies in con- 
nection with the general elec- 
tion on July 26th, raising 
fears of a clampdown on op- 
position politicians. 


Race is expected to be an is- 
sue in Australia’s forthcom- 
ing general election after the 
surprising success in a 
Queensland state election of 
Pauline Hanson’s One Na- 
tion party, which favours less 
Asian immigration. 





Afghanistan’s Taliban govern- 
ment closed 100 private 
schools that were educating 
girls in defiance of a ban. 
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Boosting the yen 
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America joined forces with Ja- 
pan to spend an estimated $2 
billion in bolstering the sag- 
ging yen. Robert Rubin, 
America’s treasury secretary, 
talked up Japan’s plans to 
boost its economy and his 
deputy, Lawrence Summers, | 
met officials in Tokyo. Ameri- 
ca’s shift in policy came after | 
Asian markets suffered a | 
sharp drop and after China 
said it might have to devalue | 
the yuan. The yen rallied, and 
so did some markets. 



























As the Asian crisis hit exports, 
America’s trade deficit in 
goods and services increased 

| to $14.5 billion in April—its 

| largest since the series began 
in 1992. 








Masaru Hayami, the governor 
of the Bank of Japan, said the 
| country’s equity and currency 
markets might not recover 

| until Japan’s economic cri- 
sis was tackled. It would be, 
he added. 


A government commission 
declared 55 South Korean 
companies insolvent, and 
told banks to stop lending to 
them—driving most into 
liquidation. 


Howdy, public 


| Wall Street’s last big private 
investment bank, Goldman 
Sachs, decided to end its 129- 

year, 189-strong partnership 

by offering 10-15% of itself to 

the public, possibly in Sep- 

tember. In one of the largest 

| flotations ever, an initial pub- 
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Around 300 tax inspectors 


| tion involving several other 
banks. The claim is that 


| Wired 


| £940m ($1.55 billion) pur- 
| chase of three cable operators 


| likely to become two. 





lic offering could raise $3 bil- 
lion-4.5 billion. 


| 
Deutsche Bank and Rolf | 
Gerling, shareholders in l 
Gerling, are considering a | 
flotation of the private Ger- | 
man insurer, which had a | 
group premium income in i 
1997 of DM11.8 billion ($6.8 | 
billion). Mr Gerling would 
keep majority control after an 
offering; chances are that | 
Deutsche would sell. | 


raided the headquarters and 
main branches of Deutsche 
Bank, Germany’s biggest | 
bank, in a four-year investiga- 


banks have helped clients to 
evade German taxes. 


British cable companies 
continue to consolidate. NTL 
boosted its position with the 


in two separate deals, making 
it more or less equal with Ca- 
ble & Wireless Communica- 
tions and Telewest Telecom- 
munications. Those three are | 




















Shambolic Telecom Italia 
still has a bit to learn about 
corporate governance. An- 
other top manager quit, the 
third since the company’s flo- 
tation in October. That was 
followed by an annual meet- 
ing, its first, that went on for 
20 hours—but which Gian 
Mario Rossignolo, autocratic 
chairman since January, sur- 
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| Through News Corp, he 


| stake. 


| Northern Telecom is paying 
i $9 billion for Bay Networks 


| share price. 


| computer-printer unit, a sale 


| vived. Confusion reigned 

| over whether a chief executive 
| would be appointed to dilute 
| some of his powers. 


i 

| 

| 

| 

i 

| 

The Italian prime minister, | 
Romano Prodi, said the state | 
| 

| 

i 

i 

| 

f 

i 

| 

i 

| 


; would retain a “golden 

i share” in ENI, Italy’s giant 
| energy group. The treasury 
| had earlier announced it 


would sell a fourth slice, of 
12.5%, from its current 51.2% 
stake. 


Rupert Murdoch said he 

plans to expand in Germany, 
Europe's biggest media mar- | 
ket, but not in pay-tv. 


wants to take control of Vox, 

a small, loss-making, advertis- 
ing-financed Tv channel, in | 
which another media giant, | 
Bertelsmann, also has a big | 


of California, but its move 
into the corporate dàta- 
networking market, domi- 
nated by Cisco Systems, 
brought a 15% fall in Nortel’s 
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Apple’s customers are no | 
longer so loyal. The percent- | 
age of customers buying an- | 
other Apple computer | 
dropped to 71%, from 81%a | 
year ago. Knocking it from | 
the top spot was Gateway, | 
whose repurchase rate rose 

from 72% to 75%, and second l 


_ was Hewlett Packard, which 


| 
jumped from 58% to 72%. i 
| 
IBM is seeking a buyer for its | 


that could fetch $2 billion. 


| after Prada raised its 5% stake 





The second-largest teabag 
maker in the world, Tetley, 
unexpectedly dropped plans 
for a £400m ($663m) flota- 
tion, citing a wish “to pursue 
another opportunity”. Negoti- | 
ations with a buyer, perhaps. 


ican rental business for 

$900m to Renters Choice,a | 
Dallas-based operation with a | 
13% share of the market— 
which, regulators allowing, 

will rise to 40%. Thorn is sell- 
ing all its overseas businesses 

to try to boost returns. 


Boston Scientific agreed to 
pay $2.1 billion for a Pfizer 
unit, Schneider Worldwide, 
boosting its presence in the 
field of medical devices that 
avoid full-scale surgery. 


i 
{ 
| 
| 
| 
| 
| 
| 
Britain’s Thorn sold its Amer- | 
| 
| 
| 
H 
I 
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A takeover battle in the Ital- 
ian fashion industry loomed 


in Gucci to 9.5%. 


Cost-cutting champion Albert 
Dunlap was- ousted after two 
years in the job as chairman | 
and chief executive of Sun- 
beam, maker of toasters and 
electric blankets, whose share 
price is less than a third of 
what it was in March. 





Germany’s Springer media 
group dropped the idea of 
buying Britain’s Mirror 
Group. 


Stop, go 


General Motors grew closer 
to a total shutdown of pro- 
duction as a strike at two of 
its car-parts factories in Flint, 
Michigan, made more assem- 
bly plants idle. 


Shares in Volkswagen soared 
to a record high as, after win- 
ning the battle for Britain’s 
Rolls-Royce, the German car | 
maker said it would buy an- 
other luxury-car maker, Italy's 
Lamborghini, and con- 
firmed it was looking at i 
bankrupt Bugatti. 





i 


i 
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Hashimoto's curious comeback 


TOKYO 


Despite his unpopularity, Japan’s prime minister looks set to lead his party to 


a resounding election victory 


Te great paradox of Japanese politics is- 


that the more the government’s popu- 
larity declines, the better the ruling Liberal 
Democratic Party (LDP) does in local elec- 
tions. Support for Ryutaro Hashimoto, the 
prime minister, and his cabinet has 
slumped to.27% from 45% a year ago, while 
the proportion of Japanese who disap- 
prove of their government has doubled. to 
more than half. Yet the Lpp’s stunning vic- 
tory in the Kumamoto prefecture on June 
14th marked its sixth straight success in 
lower-house by-elections, 

The Lpr should have done badly in 
Kumamoto, normally a stronghold for the 
opposition. Only days earlier, a noisy—and 
ultimately — unsuccessful—no-confidence 
motion had been introduced in the Diet 
(parliament) by the Democratic Party of Ja- 

pan (pp})and other members of the opposi- 
tion. Yet even that did not prevent the LpP’s 
‘candidate, Eiichi Iwashita, from snatching 
victory. Against all the odds, the LDP now 
‘seems set for a handsome victory in the up- 
per-house election on Jul ly 12th. It was not 
what the pundits were predicting even a 
month ago, and it has important implica- 
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tions for Japan’s ability to get to grips with 
its economic crisis. 

As the present Diet session was drawing 
to a close on June 18th, Mr Hashimoto 
could breathe a little easier. With no new 
corruption scandals to grab the headlines 
and stir voters from their apathy, his for- 
tunes have improved. Luck has played a 
large part. Nuclear brinkmanship on the 
Indian subcontinent coupled with turmoil 
in Indonesia saved him from an embar- 
rassing roasting by other G8 leaders at the 
Birmingham summit a month ago for fail- 
ing to attend adequately to the economic 
malaise in Japan. 

Meanwhile, squabbling within the op- 
position has again helped Mr Hashimoto 
shore up his position. The popular Naoto 
Kan, leader of the recently relaunched pry, 
has failed to unite his disparate forces. 
Though the Dry is now the largest opposi- 
tion group in the Diet, it has come up with 
only 21 official candidates for the 126 seats 
to be contested in the coming election, and 
only a further 23 for the 50 seats allocated 
by proportional representation. Most peo- 
ple expect the party to struggle to get its 18 





members standing for re-election back into 
the upper house. 

By contrast, the LDP, with 61 of its seats 
up for re-election, has 85 candidates. If th 
turnout is low, as expected, Mr Hash 
moto’s party could clinch 69.seats or. 
That would give it-an overall major 
the upper house as well asin the lower 
one—something it has not enjoyed since 
1989. The Lpr would then be able to rule 
without the support of its two:smaill co; 
tion partners, the Social Democratic Party 
and the Sakigake. The four-year-old alli- 
ance has anyway recently unravelled. 







































Staying on 
The prospect of a big win in July has si- 
lenced Mr Hashimoto's critics within his 
party. Those trying to oust him have now ` 
crept back into line. And with no clear suc- 
cessor on the horizon (see box on next 
page), Mr Hashimoto stands a surprisingly 
good chance of serving out the remainder 
of his term. Until recently, it had been: 
widely assumed that, instead of staying in 
office until September 1999, he would re- 
sign as an act of contrition for his party’s < 
dismal showing in the July election and for 
the country’s financial mess. 

Yet all is not quite well for Mr Hashi- 
moto. Though the election prospects have’. 
brightened, the financial mess gets worse. 
On June 12th, the government’s Economic: 
Planning Agency at last admitted what pris . 
vate economists have been saying for 
months: the country is in its worst reces- 
sion since the second world war. The econ- 
omy shrank by 1.3% between January and 
March this year, the second quarter ina 
row it has declined. The government: still 
clings to its hope of 1.9% growth this year, | 
But the consensus is that cpp will either 
stagnate or shrink a little more. 

What is clear, however, is that the cur-. 
rent era of economic mismanagement is. 
drawing to a close. Once the upper-house 
election is out of the way, two things.are ex 
pected in brisk order. One will be an ex 
traordinary Diet session to deal with im- 
portant bills that had to be put aside this 
spring. The more pressing business for the 
government then was the emergency legis- 
lation needed to break its own fiscal guide: 
lines, to bail out the banks and to rush 
through a ¥16.6 trillion ($120 billion) sup- 
plementary budget designed to prevent the. 
economy from co llapsing further. oa 

An extraordinary session was going to | 
be needed anyway to elect a new speaker o 
the upper house and to confirm the num 
ber of seats won by the various parties: Nor- 
mally, such sessions last for only a few days, 
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From the left, the rising stars: Machimura, Tanigaki, Obuchi, Kato, Koizumi, Yosano, Oshima and Kaneko 


Who might replace Hashimoto? 


| TOKYO 


AD there been a serious alternative, 

Ryutaro Hashimoto, Japan’s prime 
| minister, would probably have gone by 
| now. Mr Hashimoto has plenty of ene- 
mies in the Liberal Democratic Party 
(LDP), of which he is formally president 
until September 1999, and he has much 
to answer for: to wit, having tightened fis- 
cal policy and taxed the country into the 
“Hashimoto recession”. But he can count 
himself lucky. For once the LoP has found 
itself without its usual back-stabbing 
band of potential leaders. At present, few 
probably want his job. 

The electoral reforms of 1994, which 
made campaigning for the Diet (parlia- 
ment) cheaper, also weakened the influ- 
ence of the Lpr’s old factional bosses— 
and the role they played in doling out 
campaign cash and promoting young 
lieutenants from within. Divided and 
confused, the Lpr is in transition. 

As a result, rising stars are difficult to 
spot. Among the obvious contenders are 
| Keizo Obuchi, Koichi Kato and, just pos- 
sibly, Junichiro Koizumi. All three are se- 
nior politicians, each with more than 
nine terms in parliament. The affable Mr 
Obuchi, 60, is foreign minister and an 
old-style LDP operator with strong ties to 
| LE CR SL 





but Mr Hashimoto wants to spend a month 
or more clearing up various bits of par- 
liamentary business, especially transfer- 
ring to the budget the remaining ¥24 tril- 
lion of debts run up by Japan’s national 
railway before it was privatised in 1987. 
The second thing Mr Hashimoto is ex- 
pected todo is to shuffle his cabinet. He will 
have to replace 72-year-old Kokichi Shimo- 
inaba, the justice minister, who is giving up 
his seat in the upper house. It is not clear 
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Noboru Takeshita, a former prime minis- 
ter and nowadays the party don whose 
approval is needed for everything. With 
his solid power-base, Mr Obuchi is theo- 
retically the front-runner to take over 
when Mr Hashimoto stands down. But he 
has not improved his prospects by letting 
Mr Kato grab the limelight. 

As the party’s secretary-general, Mr 
Kato, 59, holds a position that gives him 
great influence over the selection of can- 
didates and the allocation of campaign 
funds. But Mr Kato, a former diplomat, is 
not a minister and lacks experience in a 
heavyweight cabinet job such as foreign 
affairs or finance. 

Mr Koizumi, 56, is the gadfly health 
and welfare minister. As the party’s self- 
appointed conscience, he is a maverick 
with no particular patron within the Lpp. 
But he is regarded as the visionary among 
the new generation of leaders and is at 
ease on the international stage. His image 
as a dashing, passionate politician has 
won him a big public following, which 
will not go unnoticed if the LDP’s popu- 
larity fades. 

Less obvious and less experienced are 
Kaoru Yosano, 59, a former education 
minister whose grandmother, Akiko Yo- 





sano, was a famous poet; Nobutaka 
Machimura, 53, the education minister, 
who wasat Tokyo University during a stu- 
dent revolt in the 1960s and played a part 
as a mediator; and Sadakazu Tanigaki, 
also 53, the minister in charge of science 
and technology. But none seems to have 
the stomach for the kind of bare-knuckled 
fight that is needed to make it to the top. 

The long shots are Kazuyoshi Kaneko 
and Tadamori Oshima. Mr Kaneko, 55, 
is a financial whizz—and also a dab hand 
at tennis; he is respected for his under- 
standing of international affairs. Mr 
Oshima, 51, has a reputation for coming 
up with original ideas and is a tough po- 
litical fighter; he worked for the Mainichi 
newspaper before entering politics. 

With Japan's economy in such a mess, 
the LDP could, however, fragment once 
more. The most likely outcome then 
would be for the Lpp’s right wing to split 
off and form an alliance with Ichiro 
Ozawa, who was once a political heavy- 
weight in the ruling party but now leads a 
dwindling band of conservatives in the 
opposition. Meanwhile, the rump of the 
LDP would probably form a coalition 
with Naoto Kan’s Democratic Party of Ja- 
pan. Such a marriage would put the pop- 
ular Mr Kan at the front of the queue for 
the prime minister's job, and make such 
rising stars in his party as Michihiko 
Kano serious contenders thereafter. 





whether the prime minister will also shuf- 
fle the rest of the cabinet next month, or 
wait until the Lpp’s ritual reappointment 
time in late September. 

Apart from Mr Hashimoto's own job as 
president of the ruling party (and thus 
prime minister), the terms of the LDP’s top 
three officials all expire at the end of Sep- 
tember. Though Mr Hashimoto himself 
may have little difficulty remaining as 
party leader, his deputy, Koichi Kato, is 


itching for a change. The valuable Mr Kato, 
who engineered the LDP’s lower-house vic- 
tory in 1996 and is the brains behind its up- 
per-house campaign, has already served as 
the party’s secretary-general for two terms. 
If Mr Kato is one day to serve as prime min- 
ister, he needs a big job in the cabinet now. 
Besides, someone of his calibre is needed as 
finance minister—the post he is likely to be 
offered—if the present fiasco is to end. 

To prepare himself, Mr Kato has spent 


THE ECONOMIST JUNE 20TH 1998 


the past few weeks attending to the coun- 
try’s most debilitating problem of all—the 
quantity of non-performing loans that are 
threatening the banking system, causing 
bankruptcies to rocket and pushing unem- 
ployment to record levels. Were Mr Kato to 
be put at the helm of the finance ministry, 
he would, it is hoped, put some urgency be- 
hind much-needed tax reforms. Action is 
also expected in an effort to strengthen the 
Resolution and Collection Bank, which is 
meant to dispose of the bad debts left over 
from failed banks. 

Concern had been growing that the 
world’s financial markets were losing pa- 
tience with Mr Hashimoto and that a lack 
of confidence in Japan would continue to 
weaken the yen and cause the Nikkei stock- 
market index to plunge even deeper. But 


things seemed to brighten for the prime 
minister on June 17th. After a talk on the 
telephone with Bill Clinton, Japan and the 
United States said they would act together 
to stop the collapse of the yen. Many feared 
a falling yen would not only deepen East 
Asia’s financial troubles but damage the 
world economy, too. 

So, if political stability is the first step 
towards financial stability, Japan may be 
about to turn the corner. On June 14th, it 
went largely unnoticed that Mr Hashimoto 
had been in office for longer (some 886 
days in all) than Japan’s domineering two- 
term prime minister from the 1970s, Ka- 
kuei Tanaka. If he lasts to the end of his 
term, Mr Hashimoto—popular or not—will 
become one of modern Japan's longest- 
serving prime ministers. 





Australia 


Back to the bad old days? 


SYONEY 


Pauline Hanson may not prove quite so appealing to other Australians as she 


has done to Queenslanders 


R most of last Sunday John Howard, 
Australia’s prime minister, stayed se- 
cluded in his official residence in Sydney, 
ignoring calls from the media to come out 
and talk. Everyone concluded, therefore, 
that the prime minister was shell-shocked. 
And well he might. An election in Queens- 
land the previous day had changed the face 
of Australian politics by delivering almost 
a quarter of the state’s vote to One Nation, a 
small party that opposes Asian immigra- 
tion and aboriginal rights. 

Opinion polls had indicated that One 
Nation, which is little more than a year old, 
would cause a few ripples in Queensland. 
But no one had expected the tidal wave that 
almost wiped out the Liberal Party in the 
state. The party was left with just eight seats 
in Queensland’s 89-seat parliament, and 
its coalition partner, the rural-based Na- 
tional Party, 23. One Nation won ten seats. 
The opposition Labor Party could end up 
with 44 seats. The final tally depends on 
the distribution of second votes under Aus- 
tralia’s preferential voting system. But it is 
likely that Labor could govern with support 
from independents. 

The Queensland election is the first— 
since the official burial of the old “white 
Australia” immigration policy in the 
1960s—in which a party standing openly 
for discrimination against non-whites has 
won parliamentary representation. The ef- 
fects have been felt far beyond Queensland, 
not least by Mr Howard, who leads the Lib- 
erals—the main conservative party—at the 
federal level. Race now seems certain to be 
an issue in the federal election, due to be 
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Waltzing with Hanson 


held within nine months. Tim Fischer, the 
deputy prime minister, this week called for 
the poll to be held early, even though some 
members of government fear that woulg 
benefit One Nation. 

Flushed with success in her home state, 
Pauline Hanson—an independent mem- 
ber of the federal Parliament who founded 
One Nation last year—says she has only just 
begun her assault. Her party plans to field 
candidates in marginal federal constituen- 
cies, and she claims to have enough sup- 


ASIA 


port to hold the balance of power in Can- 
berra after the general election. 

The Queensland result has caused 
panic among many members of the federal 
government. They have themselves largely 
to blame. Out of a mixture of spite and 
folly, their coalition colleagues in Queens- 
land had urged voters to put Mrs Hanson’s 
party ahead of Labor in their second-prefer- 
ence votes. The coalition thought this tactic 
would deliver to it a chunk of the Hanson 
vote in the final count. Instead it split the 
conservative vote three ways at the coali- 
tion’s expense. In Brisbane, Queensland’s 
capital, Liberal voters seem to have ditched 
the party in protest. Mr Howard himself 
must share part of the blame because he re- 
fused to take a stand on the issue of second- 
preference votes. 

Many Australians are now asking if 
they are in for an era of racial politics. The 
answer is probably no. Mrs Hanson’s party 
won its seats mainly in rural parts of 
Queensland, where her gritty style and easy 
solutions appealed to farmers and towns- 
people suffering from drought and debt. 
Once Australia’s “cattle kings”, voters in 
these places have been reduced to poverty 
and feel abandoned by the older parties, 
which they accuse of pandering to city 
agendas. Mrs Hanson promised to take 
them back to the good old days. 

She wanted to do it in some strange 
ways. Although opposition to Asian immi- 
gration and aboriginal welfare have be- 
come her hallmarks, they are only part of a 
grab-bag of populist, nationalist policies 
that she espouses. She calls, for example, for 
an end to foreign investment, the reintro- 
duction of high tariffs to protect Australian 
farms and factories, and the setting up of a 
“people’s bank” to lend to farmers and 
small businesses at just 2%. She would fi- 
nance the bank by printing money. 

The rest of Australia likes to think it is 
different from the “deep north”, as Queens- 
land is often called. So Mrs Hanson’s sup- 
porters may find the going harder when 
they head south for the federal election. An 
opinion poll on June 16th gave One Nation 
11% nationally, compared with the 23% it 
won in Queensland. The same poll gave the 
ruling coalition 37% and Labor 40%. 

When Mr Howard eventually came out 
of his Sydney bunker this week, he declared 
he would not change the economic propos- 
als he has been promising to put before the 
voters in the election. These include a 
goods-and-services tax and the sale of the 
government's remaining two-thirds share 
of Telstra, the country’s main telecoms 
company. Mrs Hanson opposes both. At a 
time when Australia’s economy is starting 
to suffer from the Asian turmoil, Mr How- 
ard’s hardest task will be to reassure Austra- 
lia’s neighbours that the bad old days of 
Fortress Australia have not returned. 
a 
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ASIA 
Indonesia 


Suharto’s divisive legacy 


JAKARTA 


The opposition wants change, but what change? 


(13 E ARE not free,” says Harry Roes- 
li, an Indonesian film maker. 
“This is still the Suharto regime.” It does not 
look like it. In a central Jakarta park, Mr 
Roesli has just shown a film about the 
killings at the city’s Trisakti University on 
May 12th. Now the audience is listening to 
folk-singers and holding candles in the 
night air, The mood is elegiac but defiant, a 
protest unthinkable for most of the 32 years 
of Mr Suharto’s rule. 

But Mr Roesli is typical of many in the 
Indonesian opposition, who recall that 
when General Suharto took power in 1965- 
66 there was also a brief flicker of freedom. 


Now they fear that this one, too, which has 
followed his resignation in May, will soon 
be snuffed out. They believe that the new 
president, B.J. Habibie, represents continu- 
ity, not change, and they want him, too, to 
go. But they cannot agree how best to re- 
place him. 

The refusal of so many government op- 
ponents to believe Mr Habibie’s promises 
of sweeping democratic reform seems 
churlish. But some of them, like Mr Roesli, 
are receiving anonymous death threats. For 
the opposition Mr Habibie enjoys no legiti- 
macy, since he owes his position to his life- 
long friendship with Mr Suharto, who 


made him his deputy and hence, under the 
constitution, his successor. 

Mr Habibie has promised parliamen- 
tary elections next year. There would then 
be a meeting of the People’s Consultative 
Assembly (MPR) in December 1999, to elect 
a new president. The opposition is united 
in wanting this timetable speeded up, but 
not in the mechanism for doing so. 

Some want an immediate “special ses- 
sion” of the current MPR, to choose a new 
interim president and vice-president. But 
few candidates are acceptable to all fac- 
tions of the opposition. And the Mpr itself 


Pacific Ocean 








East Timor rises again 


JAKARTA 


| 
HE East Timorese who had sneaked 
into Jakarta came from all over Indo- 
| nesia—some all the way from their home- 
| land itself. They knew where, on June 
| 12th, they wanted to stage their first big 
protest in the Indonesian capital since 
President Suharto resigned in May. That 
is, in the grounds of the foreign ministry. 
| Twenty-three years after the Indonesians 
| invaded East Timor, and 22 after they an- 
nexed it as a province of their own, many 
| Timorese still insist they live in a foreign 
country. They blame Indonesia for the 
deaths of perhaps a quarter of the popula- 
tion from war and famine. A guerrilla war 
still sputters in the hills, and East Timor’s 
plight is on the conscience of the world. 





The voices of a non-Indonesian nation 
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A demonstration of more than 1,000 
people lasted four hours in the ministry 
grounds, hearing speeches, singing and 
chanting for independence, or at least a 
referendum, and freedom for their jailed 
leader, Xanana Gusmao. Then they were 
expelled, by an even greater number of 
soldiers and riot police. By Indonesian 
standards, the army was relatively gentle. 
But some Timorese had to run a gauntlet 
of rattan canes. One was knocked to the 
ground bya soldier who tried to strip him 
of his shirt, which bore the flag ofan inde- 
pendent East Timor. The soldier was re- 
strained by an officer, who clipped him 
about the riot helmet. 

The incident symbolises what has 





happened in East Timor itself in the past 
month: some easing of repression, but 
within tight limits. Of the many daily pro- 
tests in Jakarta these days, no others have 
been broken up with such a show of force. 
Independence—or, as Indonesia would 
see it, separatism—is still taboo. 

There have been bigger demonstra- 
tions in Dili, the capital of East Timor, in- | 
cluding one on June 17th to protest | 
against the killing of an East Timorese by 
an Indonesian soldier. Such killings are 
not new. But, since a massacre in Dili in 
1991, few protesters have had the bold- 
ness, or enjoyed the freedom, to take to 
the streets. | 

Indonesia’s new president, B.J. Habi- | 
bie, has shown a tiny degree of flexibility, 
saying he is willing to consider a “special 
status” for the territory, such as that en- | 
joyed by Jakarta, Aceh in North Sumatra, 
and Yogyakarta in Java. In return, the East | 
Timorese would have to accept “integra- 
tion”. Portugal, the former coloniser, 
would have to agree, as would the United 
Nations, which still regards the Portu- 
guese as the “administering power”. | 

The East Timorese want more. They | 
see Mr Suharto’s downfall as a moment of 
opportunity. East Timor is a diplomatic 
headache his successors could do with- 
out, at a time when they desperately need 
international goodwill. But concessions 
on matters of national sovereignty come 
more easily from strong leaders. Mr Habi- 
bie is a weak one, reliant on the army, 
who may worry that a referendum in East 
Timor could lead to secession elsewhere. | 
Which is why the foreign ministry wasa | 
good place to remind them that legally, 
historically and morally, East Timor is a 
different nation. 
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ASIA 


is little respected. It is composed of 425 del- 
egates elected last year, under rules biased 
in Mr Suharto’s favour, and 575 military 
and government appointees. 

This system enjoys so little trust that 
others want to set up a “praesidium”, a 
kind of government of national unity, to 
manage the transition. It would include 
prominent opposition figures, among 
them Amien Rais and Abdurrahman Wa- 
hid, the leaders of the two largest Muslim 
organisations, and Megawati Sukarnoput- 
ri, the popular daughter of Indonesia's first 
president. But persuading even these three, 
let alone others, to work together is proving 
extremely hard. 

Others in the opposition argue that the 
elections will have to be overseen by Mr 
Habibie, and he must hurry up. He could, 
for example, avoid the time-consuming 
process of parliamentary approval for new 
electoral laws, and legislate by presidential 
decree. But this proposal, too, has an obvi- 
ous drawback: it relies on Mr Habibie to 
dig his own political grave. 

Remaking a political structure after 32 
years of dictatorship is bound to take time. 
But opposition politicians know they have 
very little. The pressing need is to concen- 
trate on the shattered economy. Divisions 
in the opposition heighten the impression 
of instability and so further delay any re- 
turn of confidence. At the more practical 
level, not everyone has enough to eat. 

Thousands of Chinese families, many 
of whom ran shops or other small busi- 
nesses, fled the country after the rioting that 
devastated Jakarta in May, much of it di- 
rected at the ethnic-Chinese minority. The 
Chinese are seen as controlling a dispro- 
portionate amount of the country’s com- 
merce. The closure of their businesses has 
disrupted food distribution, as well as caus- 
ing shortages of, for example, spare parts 
for tractors and generators. 

In Jakarta’s Chinatown, some shop- 
keepers are rebuilding their smashed and 
looted shops under the shadow of the 
blackened shells of burnt-out shopping 
malls. Many expect more trouble. Luther 
Tan, a local clergyman, says his parish is 
still in shock. More and more stories are 
coming to light of sexual crimes during the 
riots. Residents believe Chinese-owned 
houses are being identified and marked 
with paint for the next bout. MrTan blames 
the fears on political instability and the 
worsening economy. Some of his parishio- 
ners can afford only one meal a day. 

The opposition fears that further riots 
might be used to justify intervention by the 
army. Such worries explain the urgency of 
its efforts to build acommon platform. But 
Mr Suharto divided to rule, and the divi- 
sions have outlasted his reign. Some call 
this the “Suharto tax”. Paying it could crip- 
ple Indonesia for years. 
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Will the northerners look a gift-cow in the mouth? 


The Koreas 
The Pyongyang 
trail 


SEOUL 


HUNG JU YUNG, the 82-year-old 

founder of Hyundai, South Korea’s 
biggest conglomerate, crossed through the 
village of Panmunjom, on the heavily forti- 
fied border, on June 16th to deliver 50 lorry- 
loads of cattle to North Korea. Permission 
for Mr Chung’s visit, which will include a 
trip to the area where he was born, is seen 
in the South as a welcoming response by 
the North to the policy of reconciliation of 
Kim Dae Jung, the South’s new president. 

Yet it has hardly eased tensions be- 
tween the two Koreas, which are still techni- 
cally at war, though they have not been 
fighting each other since 1953. Indeed, on 
the day of Mr Chung’s visit, the Pyongyang 
government showed it would remain as 
menacing as ever by saying it would con- 
tinue to develop, test and export ballistic 
missiles. This was the first official admis- 
sion by the North that it was involved in 
such a trade. Some analysts believe that 
North Korea has supplied missiles to Iran, 
Iraq and Pakistan. 

None of which suggests the totalitarian 
regime will start opening up the country 
soon. With its economy virtually bankrupt, 
the North’s leader, Kim Jong Il, presumably 
found Mr Chung’s offer of some $600,000- 
worth of aid hard to refuse. It included 500 
cattle, 10,000 tonnes of maize and the 50 
Hyundai-made lorries that delivered the 
goodies. Another 500 cattle and 40,000 
tonnes of maize will be sent across the bor- 
der later this year. 

Even more attractive, Mr Chung’s offer 





was made without strings. That will be used 
as a precedent by the North to seek more 
unconditional aid, says Hwang Jang Yop, 
who was the architect of North Korea’s ide- 
ology of juche (self-sufficiency) before he 
defected to the South last year. In February, 
direct talks—the first for four years—were 
held between the two Koreas in Beijing. But 
the two sides failed to agree about aid. The 
North wanted 200,000 tonnes of fertiliser. 
It would not, however, discuss a request by 
the South that it should allow millions of 
separated families to exchange letters and 
set up a meeting-place in Panmunjom. 
Nevertheless, the South’s Mr Kim has 
continued with friendly gestures. He has 
abolished a $5m ceiling on investments in 
the North and made it easier to export 
plant and machinery there. On his recent 
visit to America, he urged the Americans to 
ease their sanctions on North Korea 
(though expecting some North Korean ges- 
tures in return). The South supports Mr 
Chung’s visit and hopes it will lead to fur- 
ther exchanges. On June 17th, the official 
North Korean media said letters had been 
passed through Panmunjom proposing 
that something called a “unity festival” 
should be held in the village in August. Sim- 
ilar offers have come to nothing in the past. 
Although the tycoon may not have at- 
tached strings to his gift, he has consider- 
able business ambitions in the North. 
These include making cars, building a ship- 
yard in the eastern city of Wonsan and 
developing the area around Mount Keum- 
kang, in the demilitarised zone, into a tour- 
ist resort. Mr Chung would like to run boats 
carrying thousands of happy South Korean 
tourists to the area. Yet opening up even 
this tiny part of the hermit country to a 
tourist invasion may be felt by its grim 
leadership to be too dangerous to risk. 
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The state the boom forgot 


HONOLULU 


S AMERICA basks in what may soon be- 

come the longest economic expansion 

in its history, one state continues to struggle 

with economic adversity. It is, curiously, 

the state that most Americans naturally as- 

sociate with luxurious good times and un- 
clouded skies: Hawaii. 

The Hawaiian economy has been stag- 
nant for most of the decade. It has averaged 
only 0.5% growth per year since 1990; the 
Bank of Hawaii is predicting no growth at 
all in 1998. In an opinion poll last month, 
34% of those asked said they were worse off 
financially than a year ago, compared with 
only 15% who felt better off. Some are much 
worse off: unemployment has more than 
doubled since 1990 and personal bank- 
ruptcies have increased fivefold (see chart). 
While other states bicker over how to spend 
their growing budget surpluses, Hawaii 
may face a $140m deficit by June next year. 

The Aloha State thinks of itself as on 
Asia’s doorstep. These days, that is no ad- 
vantage. Japanese tourists, who account for 
more than a third of all Hawaii’s tourism, 
are still coming in record numbers, but 
they are spending less and going home 
sooner. Their money, they find, does not go 
far; the yen has depreciated 4.0% against the 
dollar since 1995. Mainland Americans, ea- 
ger to spend some of their stockmarket 
gains on a Hawaiian holiday, have taken 
up part of the slack. But that is not much 
help. The Japanese, who take more presents 
home, spend on average twice as much a 
day as Americans, despite their recent belt- 
tightening. 
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The Hawaiian islands are also feeling 
the hangover from the party they threw in 
the late 1980s, mostly with Japanese 
money. Japanese investors ploughed 
money into Hawaiian property (see chart), 
sending prices to dizzying levels. The Hyatt 
Regency Waikoloa, on the big island of Ha- 
waii, is a typical bubble development. The 
1,200-room hotel was built in 1988 by a 
group of Japanese investors for an esti- 
mated $360m. Guests are ferried to their 
rooms by water taxi; employees scurry 
about in underground tunnels. You can 
pay to swim with live dolphins in a 2m-gal- 
lon lagoon. The property was unloaded by 
a Japanese bank in 1993 for $55m. 

Then there has been bad luck. Hurri- 
cane Iniki levelled the island of Kauai in 
1992, causing nearly $2 billion-worth of 
damage. In the state as a whole, eight sugar- 
cane plantations have closed in the past de- 
cade, in part because Asia can grow the 
crop more cheaply, but also because Ameri- 
cans are using more high-fructose corn 
syrup and artificial sweeteners. The Hawai- 
ians sometimes feel they cannot win. 


Little dot, large taxes 

“We don’t control the forces on the outside. 
We're just a little dot on the Pacific,” says 
Hawaii's governor, Ben Cayetano. True, but 
this is an expensive, highly-taxed, highly- 
regulated little dot on the Pacific, and Ha- 
waii cannot blame all its troubles on Asia; 
it is also a lousy place to do business. Not 
only is the cost of living roughly a third 
higher than the American urban average, 
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but government is far more centralised 
than in other states. Hawaii, for example, is 
the only state with one unified school dis- 
trict operated at the state level. (Not surpris- 
ingly, the schools get poor marks.) Only 
Michigan and New York have a higher pro- 
portion of unionised workers. The public- 
sector unions are particularly powerful. 
The result is that Hawaii is 20 years behind 
other cities and states in wringing pro- 
ductivity gains out of its public workers. 

Each new public employee can count 
on 21 days of paid holiday, 14 public holi- 
days on which he gets paid, and 21 days of 
paid sick leave. Should that prove too 
stressful, he must be caught drinking on the 
job four times in a two-year period before 
being asked to resign; he is not sacked. 

Best of all, the collective-bargaining 
agreement gives the public-workers’ union 
virtual veto power over any government 
decision that changes “conditions of 
work”, even if no union jobs are lost. The 
result is that public managers can spend 
years trying to accomplish something as 
trivial as changing the route of a rubbish 
lorry. And things have got worse. Last year, 
the Hawaii Supreme Court essentially 
ruled privatisation unconstitutional by 
finding that the state’s civil-service act for- 
bids moving to the private sector any jobs 
that have “traditionally and historically” 
been performed by public workers. 

Hawaiis powerful environmental 
groups are sceptical, if not hostile, to 
growth and development. On its face, that 
is a good thing. Hawaii has some of the 
most spectacular scenery in the world, and 
tourists fly thousands of miles to see its 
white sand beaches and stunning volca- 
noes. These need to be protected. Yet the 
people most fiercely opposed to develop- 
ment often earned their money on the 
mainland before retiring to Hawaii; they 
are not unemployed farm-workers, who 
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might benefit from a few more carefully 
managed projects. 

Take the contentious issue of the airport 
on Maui. At present, the airport does not 
have a runway long enough to take large 
jets from Asia. A longer runway would 
bring more tourists, and would also help 
business. Gary Gifford, the president of the 
Maui Land & Pineapple Company, points 
out that the short runway makes it more 
difficult to get fresh pineapples to market. 
On the west coast of the island of Hawaii, a 
new international airport generated a 26% 
increase in tourist arrivals in 1997. But the 
anti-growth forces will not countenance a 
bigger airport on Maui and, so far, they are 
winning. 

The floundering economy sets the stage 
for a political showdown. Hawaii is a Dem- 
ocratic bastion; the state has not had a Re- 
publican governor since 1962. That may 
change in November. Mr Cayetano is being 
challenged by Linda Lingle, the mayor of 
Maui. Ms Lingle is not exactly what a politi- 
cal consultant would prescribe: she is a 
white Jewish Republican, born in St Louis. 
But she has gained notice on Maui for get- 
ting things done and for drawing business 
people into the administration. Her fi- 
nance director, Travis Thompson, is a for- 
mer Boeing employee who thought he was 
retiring to Maui. Ms Lingle points out that, 
while the rest of the state struggles to grow, 
Maui has added jobs in five of the past six 
years. 

Can she win? Ms Lingle has been twice 
re-elected as mayor, even though registered 
Democrats in Maui County outnumber Re- 
publicans by about 30 to one. The powerful 
union leaders remain staunch Democrats; 
the rank and file are not so sure. A recent 
poll put Ms Lingle solidly ahead of Mr 
Cayetano, 49% to 35%. The better question 
is whether she can really change things if 
she does win. For all the angst over the 
economy, there is tremendous grass-roots 
resistance to economic reform. 

In 1997, Mr Cayetano and legislative 
leaders convened an Economic Revitalis- 
ation Task Force made up of government 
officials, business leaders and organised la- 
bour. Months later, the group returned 
with proposals for reducing the cost of do- 
ing business, streamlining the regulatory 
process, boosting tourism and improving 
the public schools. But even with organised 
labour on board, the package could not be 
sold to legislators, some of whom had 
branded the task-force members as “avari- 
cious jackals”. Some changes were made, 
including a big cut in the personal income 
tax, but much of the package was torn up. 
“We have a legislature that was pounded 
on for a year to do something, and they did 
diddly,” says Paul Baldwin, a prominent 
Maui rancher. Mr Baldwin is one of five in- 
vestors who have built a high-tech research 
park on Maui in hopes of luring informa- 
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tion-technology firms to the state. 

The Hawaiian economy has not fallen 
off the cliff. But it has, after climbing for de- 
cades, reached a long plateau. The state 
grew at an average rate of 4.4% between 


Race relations 
They buried him in 


JASPER, TEXAS 


AN DUSK on Friday night, at the end ofa 
difficult week in the east Texas town of 
Jasper, 80 or so boys were playing basket- 
ball in the park. Two games were in pro- 
gress, one at each net. Boys rose up, caught 
air, dunked baskets. Cars were drawn up 
close to the court, doors open, pumping out 
a heavy urban beat into the sultry air. Every 
player was black, all the attendant 
girlfriends were black, all the hangers-on 
were black. There was not a white in sight, 
apart from this correspondent. 

Did white kids come down and play 
sometimes? “Who you kidding! They 
wouldn’t be seen with us.” So it was just 
black kids all the time? Several players nod- 
ded. “Hey, fool,” said another player, strid- 
ing over and slapping his bare chest, “What 
you think, that everything’s all right ’cos the 
old folk says so? Ain’t all right man, we 
apart, we always been apart.” 

The scene, and the conversation, would 
not be unusual in inner-city America. In a 
town of 8,000 people, it gives pause for 
thpught. Jasper is a quiet, pretty place, with 
forests and lakes that look more like Fin- 
land than Texas. Down one country road 
you pass a creek, a meadow dappled in sun- 
shine, then you go on into dense emerald 
forest. This spot is where the last sinews on 
James Byrd’s neck tore loose and his head— 
the face already shredded on the tarmac— 
bounced off into a ditch. The murder by 


1959 and 1990. “Not growing when you're 
used to it is really painful,” says Mr 
Brewbaker of the Bank of Hawaii. Yet 
plainly not painful enough to jolt Hawaii 
out of its love of the status quo. 





the back 


three white men of Mr Byrd, a happy-go- 
lucky black man known in Jasper for sing- 
ing songs and hitching rides, has reminded 
Jasper—and the rest of America—that rela- 
tions between the races are as vexed as ever. 

Unlike the rest of Texas, which breaks 
down along Anglo-Latino lines, east Texas 
is almost wholly black-and-white. This is 
particularly true of Jasper, which is 55% 
white and 42% black. The knee-jerk reac- 
tion of the national media, as the story 
broke, was to present east Texas as a white- 
trash outpost whose public offices are occu- 
pied by closet bigots. In fact, as the journal- 
ists soon discovered, Jasper has a black 
mayor and a black school principal. 

Even the Black Panthers, who sallied 
into town fora shameless publicity session, 
praised the white sheriff, Billy Rowles, for 
his efficient handling of the case. Mr Byrd’s 
family offered unconditional forgiveness 
to his white killers. Many times in the week, 
militant blacks—in town from distant 
parts to preach their particular form of ra- 
cial separatism—were shouted down not 
by whites but by blacks, who said they ab- 
horred violence and vengeance. On the sur- 
face, outrage and sorrow brought Jasper 
together. 

The townsfolk were adamant that this 
awful crime did not represent them. This 
was true. What represents the town, and 
makes it so typical, is something much 
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“more subtle: a thousand small prejudices 
_ and slights that blacks in east Texas feel, but 
-< whites rarely notice. 
it bothers blacks in Jasper that the bank- 
tellers are almost all white, and that they 
-rarely see a black waitress in the more ex- 
„pensive local restaurants. A group of black 
maids at a local hotel (speaking anony- 
os mously for fear of managerial retribution) 
re particularly candid. They felt humili- 
ed, they said, when security people fol- 
wed ‘them around the aisles in the Wal- 
Mart. They wondered why no blacks were 
‘good enough” to work as hotel reception- 
ists. None of them thought blacks had a fair 
< dealin the town. “Those signs may have 


| I, thee, we, them 


CHICAGO 


IN A recently released 
film, “Bullworth”, an 
American senator suf 
fers a nervous break- 
down and, in addition 
to other strange behav- 
jour, begins freely speaking his mind. He 
offers the following thought on race rela- 
“tions: “We should just keep fucking each 
~ other until we're all the same colour.” So 
far, it is not happening. 
».. A paper presented to the Population 
Association of America in April by 
Gillian Stevens and Michael Tyler said 
that blacks and whites are not much 
more likely to intermarry than they were 
| 30 years ago. According to the 1990 cen- 
o d sus, 97.6% of black women have hus- 
| bands who are black, down only slightly 
4. from 99.1% in 1960. The odds of a black 
woman having a black husband are over 
9,000 times the odds of a non-black 
woman having a black husband. 

The same is true with other racial and 
ethnic groups. Whites, Asians and His- 
panics are all far more likely to marry 
“someone. who looks like them than 
someone who doesn’t. The one apparent 
exception is American Indians. In 1990, 
fewer than 40% of Indian women mar- 
ried another Indian, compared with 76% 
in 1960. The authors give warning, how- 
ever, that the figures may be skewed; it 
+ -¢was fashionable in that period for non- 
| Indians to claim some Indian ancestry. 
In all, fewer than 3% of American mar- 
|. tages are inter-racial. 

_ Which makes it the more striking that 
ethnicdivisions among European immi- 
grants, which appeared ironclad when 
“couples marched to the altar at the turn 
<| of the century, have all but disappeared. 
| According to census data and New York 
marriage records from around 1910, 98% 
of married Italian women had Italian 











gone,” said one of the maids, visibly sur- 
prised at her own outspokenness, “but to 
me they’re still there.” 

Younger blacks were particularly un- 
happy with Jaspers black leaders, who, 
they said, were too deferential to whites. It 
had taken the death of Mr Byrd, they 
claimed, to wake up the local chapter of the 
National Association for the Advancement 
of Coloured People. The black view often 
seemed to be that race relations were fine, 
so long as blacks stayed in their place and 
did not get “uppity”. This meant, of course, 
that they were not as fine as all that. 

On Saturday, Mr Byrd’s funeral showed 
the unstated segregation. Of the 1,000 or so 























husbands and 94% of married German 
women had German husbands. By 1990, 
most married women of European an- 
cestry had husbands from a different 
background. 

Sociologists consider intermarriage 
to be the “litmus test” of assimilation. 
High rates of intermarriage signal a 
breakdown in barriers between racial or 
ethnic groups. Such marriages then 
speed that breakdown along by building 
family ties across groups. Intermarriage 
also produces children who are less 
clearly identified with a particular race 
or ethnic group (think of Tiger Woods). 

The authors conclude that intermar- 
riage between blacks and whites is un- 
likely to increase sharply any time soon. . 
Residential segregation and the large 
socio-economic gap between blacks and 
whites are still significant barriers when 
it comes to saying “I do.” Attractive or 
not, the fictional Senator Bullworth’s in- 
junction is probably not going to win 
general support just yet. 
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people who attended the service, fewer ~ 
than 50 were white. Mr Byrd was laid out in ° 
a black funeral home, eulogised in a black 


church, and buried in the back part of the -— : 


town cemetery, where blacks. have always 
been buried, out of view. “Did they tell 
you,” one of the hotel maids had said un- 


happily, “they was going to buryhimin the ~~ 


back?” 

White supremacy may be marginalised, 
but it is. still menacing. The sheriff's claim 
that there are no Ku Klux Klansmen in Jas- 
per appears to be false. A local Klan leader 
insists that his group has a strong presence 
there. And already the town is bracing itself 
for a Klan march on June 27th, with its po- 
tential for a bloody showdown between 
white bigots and Black Panther hotheads. 

The murder has also shed light on the 
fact that state prisons in Texas and across: 
the South have become purveyors of white’. 
supremacy, recruiting susceptible men 
into violent gangs such as the Aryan Broth- 
erhood. Two of Mr Byrd’s alleged killers 
had been monitored for involvement in-a 
white supremacist group while in prison, 
Kerry Noble, a former white supremacist 
whose recent book, “Tabernacle of Hate”, 
opens the lid on the movement, told The 
Economist that the killing might have been 
to “earn points” for acceptance. 

And what of Jasper? This is a commu- 
nity of mutual respect, but it is still dis- 
tinctly divided at all the levels that matter 
in ordinary life. What the boys onthe bas- 
ketball court cared about was not whether 
white kids came and played ball with them: 
They cared about good jobs, fair treat- 
ment—and about the fact that Dennis Rod- 
man, the bad-boy star of the Chicago Bulls, 
had elected to pay for Mr Byrd's funeral. It 
sounded awfully like separate but equal. 


it 





American schools abroad 


Subversive values 


LUE jeans, hamburgers, Hollywood.” 
movies, rock ’n’ roll—so why not add ` 
education to America’s list of exports? 
Already this year an American univer- 
sity has opened in Sharjah, a tiny emirate 
in the Gulf. In Central Asia, finally free- 
from the Russian grip of the Soviet Union, 
American universities have been estab- 
lished in Azerbaijan two years ago. and now 
in Kazakhstan. Next, if Douglas Denby, 
president of the Association of American 
International Colleges and Universities, 
has his way, will be China and South Africa. 
After all, there is “a hunger” for an Ameri- 
can education (witness the 454,000. for 
eigners studying at colleges and universi- 
ties in America), and Mr Denby, who two 
years ago retired from an 11-year tenure as 
president of the John Cabot University in 
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VIVENDI. COMMITTED TO MEETING YOUR LIFE’S EVER-CHANGING NEEDS. 


Vivendi is the new name for Compagnie Générale des Eaux. Its role has grown from simply providing people with 
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purer water, to providing energy, transport systems, waste management, construction and property, communi- 


cations and telecommunications. In other words, simply to improve your everyday life, today and tomorrow. 




















World leader in Environmental 
Services and one of the major 
European leaders in Communica- 
tion and Construction, Vivendi 
employs 220,000 people in 90 
countries. 

Its turnover is close to $35bn 
and its net income is expected to 
exceed $1.I bn in 1998. Vivendi’s 
market capitalisation is close to $30bn (mid 1998). Vivendi is part of the 
DJ Euro Stoxx 50. 

In Asia too, Vivendi’s activities are every day helping to improve the quality of 
life for millions of people. 

As the world No. | in water distribution, Vivendi is present through the Compagnie 
Générale des Eaux and OTV in Malaysia in the State of Selangor, at Tianjin in China 
and at Sidoarjo in Indonesia. The Compagnie Générale des Eaux has recently been 
appointed by the city of Chengdu (population 10 million) in the central province of 
Sezchuan in China to supply the city with drinking water. OTV, the Vivendi subsidiary 
specialising in water treatment and high-tech processing, is very active in Asia. For 
example, OTV has some 20 references in China. 

In the field of cleaning and waste incineration, the Vivendi subsidiary Onyx has a 
presence in Taiwan and in Macao. 

In energy, Sithe, a Vivendi subsidiary, with its partner Marubeni, constructs and 
operates independent electricity production plants in China (Puqi, Houjien, Tangshan 
and Changzou), in Thailand (Coco) and in the Philippines (San Roque). 

In construction, Campenon Bernard SGE and Freyssinet, both Vivendi subsidiaries, 
are very active in Asia, with several achievements including the Kwai Chung viaduct 


in Hong Kong. 
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UNITED STATES 


Rome, is keen to satisfy it. 

The appetite is hardly 
new. The American Univer- 
sity of Beirut (Aus), for ex- 
ample, began life as long 
ago as 1866; the American 
University in Cairo (AUC) 
was founded in 1919; the 
American College of Greece 
traces its origins to 1875, in 
Asia Minor. Even in coun- 
tries with a proud univer- 
sity tradition of their own, 
the American way is rela- 
tively well entrenched. The 
American University of Paris has existed 
since 1962; the American International 
University in London (Richmond College) 
since 1972. 

Cynics will sneer that American univer- 
sities in developed countries such as Brit- 
ain or France are either a wheeze—allowing 
American students to transfer abroad to 
spend a year or two earning credits in cities 
more pleasant than, say, Peoria—or are a 
way of allowing rich foreign students who 
fail to gain entry to their own national uni- 
versities to gain a degree. By contrast, in 
poorer countries the American university is 
the pinnacle of the education mountain, 





Alumnus Habbash 


offering a degree that leads 
both to economic prosper- 
ity and to political power. 
Witness the participation 
of 19 AuB alumni and 12 
Auc alumni in the signing 
of the United Nations char- 
ter in 1945. 

So does that mean poor 
nations such as China will 
welcome Mr Denby’s ambi- 
tions? In terms of the stu- 
dents themselves, there can 
be no doubt. After all, de- 
grees awarded by the mem- 
bers of Mr Denby’s association are gener- 
ally recognised by regional accrediting 
agencies in the United States (it takes 
around five years for a new university to 
gain accreditation), and this means they be- 
come passports to graduate studies in 
America itself. 

Unhappily, there are two problems. 
One is economic: quite apart from obtain- 
ing its land and building, a successful 
American university must have a faculty 
that has itself mostly graduated from the 
American system; and that costs money. 
That in turn translates either into student 
fees that can be paid only by an elite, or into 


business support that may prove politically 
sensitive. The new universities in oil-rich 
Central Asia, for example, are being pro- 
moted by American energy companies. 
The second hurdle is political. Ameri- 
can education brings with it American val- 
ues of free speech and democracy that will 
surely make a country such as China ner- 
vous—and may also backfire on America it- 
self. Shortly after American missionaries 
founded the American University of Beirut 
(originally named the Syrian Protestant 
College), President Daniel Bliss declared: 


This college is for all conditions and classes of 
men without regard to colour, nationality, race 
or religion. A man, white, black, or yellow, Chris- 
tian, Jew, Mohammedan or heathen, may enter 
and enjoy all the advantages of this 
institution ...and go out believing in one God, 
in many gods, or in no God. But it will be impos- 
sible for anyone to continue with us long with- 
out knowing what we believe to be the truth and 
our reasons for that belief. 


So inspired, George Habbash, an AUB 
alumnus, formed the Popular Front for the 
Liberation of Palestine and, by means that 
included hijackings and terrorism, de- 
clared a revolutionary war on American 
capitalism in the Middle East. 

TO | 





WASHINGTON, DC 


Tae year Congress has not replen- 
ished the International Monetary 
Fund’s capital. It has not passed cam- 
paign-finance reform. It has failed to con- 
firm numerous administration appoin- 
tees. It has found time, on the other hand, 
to rename a Washington airport after 
Ronald Reagan, and to pass a pork-laden 
transport bill. As if this were not enough 
to alienate voters, the Senate spent four 
weeks on an ill-conceived but generally 
popular tobacco bill—until, on June 17th, 
its Republican opponents managed to 
stub it out. 

After this defeat, neither chamber of 
Congress seems likely to pass a tobacco 
bill before the November elections. This is 
a set-back for anti-tobacco crusaders, who 
had hoped to give the Food and Drug Ad- 
ministration the power to regulate to- 
bacco, and to restrict tobacco firms’ mar- 
keting tactics. The bill would also have 
raised the price of cigarettes by $1.10 a 
packet, and spent the proceeds on smok- 
ing-related health costs, an anti-smoking 
advertising campaign, and on health 
research. 

It was immediately clear how Demo- 
crats planned to use the issue in Novem- 
ber’s mid-term elections. “Joe Camel wins 
and our kids lose,” said Senator Tom Har- 
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Big tobacco wins one 


kin of lowa. “If more members of the Sen- 
ate would vote like parents rather than 
politicians, we could solve this problem 
and go on to other business of the coun- 
try,” declared President Clinton. The 
Democrats growled, with some reason, 
that their opponents had sold out to to- 
bacco lobbyists, whose arguments and 





Sweet 


even language were mysteriously echoed 
by Republican senators in the last days of 
the debate. | 

The tobacco firms proved that, de- 
spite their considerable unpopularity, | 
money can still win victories in Washing- 
ton. They invested $40m—a vast sum 
even by the standards of American 
politics—on an advertising campaign to 
sink the bill. By contrast, the advertising 
blitz that killed Mr Clinton’s health plan 
in 1994 cost a mere $14m. All this spend- 
ing managed to persuade voters that the 
bill’s proponents were bent on boosting 
tax revenues, rather than on curbing 
smoking among the young. This month a 
Republican pollster claimed that 69% of 
Americans reckoned that revenue expan- 
sion was the bill's main object. That find- 
ing may have emboldened swing Repub- 
licans to vote against the bill and with 
their generous tobacco donors. 

Although the outcome represents a 
defeat for anti-tobacco crusaders, it does 
not leave the industry on a high. Without 
a tobacco law, the deal that tobacco firms 
struck last year with state attorneys-gen- 
eral falls through. This means that to- | 
bacco firms may be sued for unlimited | 
millions by cancer victims, and by state 
governments seeking to recoup the cost of 
looking after them. The industry is still | 
losing its war against American attitudes. | 
It has won merely a single and singularly | 
expensive battle. 
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We began our life as private bankers 


on Messidor I of year VI. 
Thanks to the trust of our clients 


and the loyalty of our employees, 
today, Friday, June 19, 1998, 
we are celebrating 
our first 200 years. 
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Fresh? We grew it ourselves. 
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Cities and growth 


Paradise overrun 


SEATTLE 


OR nine years, Joel Block has circled 

over Seattle in a single-engine Cessna, 
spotting traffic jams for a radio station. He 
has been at it long enough to have seen traf- 
fic congestion evolve from a headache into 
something approaching a stroke. The Seat- 
tle metropolitan area is only the 12th most- 
populous in the country, but it is the sixth- 
worst when traffic misery is measured. 
Average highway speeds in the region are 
about 4omph (64km/h), and are expected 
to drop to 27mph or lower by 2020. 

Traffic was a big issue in last autumn’s 
mayoral race, and regularly shows up at the 
top of people's complaints. But it is not the 
only thing that has the region feeling peev- 
ish. Seattle is a city almost universally re- 
garded as one of the handsomest and most 
prosperous in North America: home to 
Boeing, Nordstrom, Starbucks and 
Microsoft; a place where bookstores are 
plentiful and political scandal is so scarce 
that newspaper reporters quit from bore- 
dom. Yet it seems awash in angst. In addi- 
tion to its sometimes impenetrable traffic, 
its people groan about soaring house 
prices, battles over where to put the flood of 
newcomers, and an increasingly frag- 
mented and hard-pressed government. 

Part of the cause, of course, is the area’s 
sheer success. Even as the national econ- 
omy slows a little, Seattle's is racing ahead. 
Just about every sector is doing just fine— 
construction, shipping, manufacturing, 
high-tech. Unemployment is a mere 2.9%. 
This pulls in newcomers, who push up 
housing prices and bring bricks and mor- 
tar to previously untouched areas. Seattle's 
new mayor, Paul Schell, has pleaded with 
landlords to cap rent increases. Things may 
be even worse in the fast-growing districts 
east of Seattle. In Bellevue, for instance, 
with an ample lake-front and fine views, 





Correction 
In an article about Cuban-American politics (“A 
wounded giant”, May 30th) we wrote about a dispute 
over the suspension of a Miami-Dade contract with 
Church & Tower, a firm controlled by the family of 
the late Jorge Mas Canosa. We referred to the deposi- 
| tion testimony of Brian May, chief of staff to Alex 
Penelas, mayor of Miami-Dade County. We accurately 
referred to Mr May's account of one meeting with 
Jorge Mas Jr in which Mr Mas Jr allegedly referred to 
the mayor and the Mas family as representing “the 
greatest political force in the state of Florida.” How- 
ever, we incorrectly attributed to Mr Mas Jr a state- 
ment threatening to attack the mayor on Spanish-lan- 
guage radio if the contract was not reinstated. 
According to depositions by Mr May and the mayor 
(which lawyers for Church & Tower's parent company 
| anyway dispute), that statement was made not by Mr 
| Mas Jr, with whom the mayor has testified that the 
| meeting was “cordial”, but by his brother, Juan Carlos 
| Mas, at another meeting. We regret the error. 
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median home prices have hit $560,000 
(partly perhaps because Bill Gates’s $50m 
cottage sits here). 

But the perils of success are com- 
pounded by the fact that Seattleites, with 
forests around them and Mount Rainier 
down the road, have long prided them- 
selves on being an outdoor sort of people 
with a good green conscience. It is no acci- 
dent that this region is the base of Recre- 
ational Equipment Inc, a seller of camping 
equipment and related gear, unusual both 
for its sales ($536m at 51 stores) and for the 
fact that it is a co-operative, owned by its 
1.5m members, who receive a cheque for 
10% of what they spend there each year. To 
such people, urban sprawl and water pollu- 
tion come as a nasty shock. 





Too much concrete, too many cars 


To be sure, Seattle has long suffered 
from a mild case of ostrich syndrome. From 
its founding in the 1880s it was an entrepre- 
neurial town, living first off the Alaska gold 
rush, then first-world-war shipbuilding, 
then Boeing's airliners. Long-term plan- 
ning was never its strong suit. 

The downtown area today has precious 
few places to park a car (and the civic ar- 
chitecture is most charitably described as 
mediocre). The area’s voters, offered the 
chance to approve  public-transport 
schemes in the late 1960s and early 1970s, 
turned them both down. Only now is work 
beginning on a project that does not rely 
solely on buses—and the scheme’s $3.8 bil- 
lion budget, says Gary Pivo, an urban plan- 
ner with the University of Washington, is 
perhaps only a third of the amount truly 
needed. Two decades of explosive growth 
based on roads, not commuter trains, have 
resulted in a population so widely dis- 
persed that knitting it together again may 
prove almost impossible. 

The expectation is that another 500,000 
people will move into the region by 2005. 
Yet attitudes remain stubbornly conserva- 
tive. Attempts to encourage higher housing 


UNITED STATES 


densities have been widely resisted. Plan- 
ners in Kirkland, an achingly picturesque 
waterfront city east of Seattle, had to re- 
write their growth plans when residents 
grew angry about a sudden spate of big new 
condominium and apartment projects. 
Planning is complicated by the fact that 
the far-flung sprawl of the population 
makes it difficult to develop any cohesive 
blueprint. At the last count, some 140 dif 
ferent agencies—local, state and federal— 
were shaping policy in the region. Curi- 
ously, the problem seems to have been 
made worse by a statewide growth-man- 
agement plan implemented in the mid- 
1990s. One of the plan’s aims was to accel- 
erate the creation of “cities” in suburban 
areas, to bring their development under 





better control. But the actual effect, accord- 
ing to Glenn Pascall, an economist, has 
been to enfeeble King County, the only 
body in the greater Seattle area with the 
geographic scope to deal effectively with 
transport and other regional issues. 

Some progress is being made. The new 
mayor, Mr Schell, a former dean of the Uni- 
versity of Washington’s school of architec- 
ture (and once a developer himself), knows 
that higher-density housing needs to be 
well-designed housing. The area’s new 
tranport system may start to shape the pat- 
tern of growth, as developers put their of- 
fices and houses within easy reach of it. 

The Seattle region is even beginning to 
recognise that it may, good heavens, have 
something to learn from vulgar Los Ange- 
les. LA has developed an informal arrange- 
ment with Las Vegas, Phoenix and other 
south-western cities by which it offers them 
businesses and light manufacturing it has 
no room for. Ron Sims, King County’s chief 
executive, said recently that perhaps Seattle 
should work in the same way with neigh- 
bouring counties and even with cities such 
as Spokane, in the east of the state. 

Seattle has to accept that its days as an 
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undiscovered, under-developed paradise 
are over. Home prices will keep.on going 
Uo unp, traffic will remain a nuisance. Unless, 
“of course, Microsoft or Boeing implode. 
“> Then people would start to think longingly 
“of a time when they had jobs—even if they 
“had a tough time getting to them. 





California’s beaches 
Out to sea 


OCEANSIDE BEACH 


FISITORS to southern California this 

summer looking for sun, sand and surf 
may need a snorkel to find the sand. Winter 
waves, powered by El Nifio, have stripped 
away an estimated 5m cubic yards of sand, 
`. enough to fill 250,000 lorries. The waves 
have lowered many beaches by as much as 
15 feet; some are now bare rock. 

The damage matters. Southern Califor- 
nia’s 300 miles of beaches, from San Luis 
Obispo in the north to Imperial Beach at 
the Mexican border, are worth about $10 
billion to the state’s economy, on some esti- 
mates, and provide half a million jobs. Al- 
+i though this winter was not as bad as the last 
big El Niño, in 1982-83, the waves were 
powerful and persistent, pounding the 
coastline from December well into April. 
Many beaches had not fully recovered from 
the previous El Niño, so the damage was cu- 
mulative. And the damming of rivers in- 
land means that fewer streams are now 
< feeding sand back into the ocean, from 

‘where it can return to the beaches. 

Southern California has to choose: re- 
place the sand, or leave the beaches alone. 
“Leaving them alone appeals to scientists 
and environmentalists. California’s coast- 
line is naturally eroding, the argument 
goes, so perhaps it should be left to get on 
with it. As Orrin Pilkey, a Duke University 
geologist (and scourge of coastal developers 
everywhere), points out, “Once you start 
protecting the coast, you can’t stop.” Own- 
ers of beach-front properties complicate 
the issue: their homes will be threatened 
unless they fortify the fragile bluffs with un- 
sightly sea-walls, but sea-walls do not pro- 
-tect beaches. Mr Pilkey argues that you can 

have sea-walls or you can have beaches, but 

-you can’t have both—for long. 
In California, the navy has long had an 
_- agreement with the Coastal Commission to 
send sand from dredging projects to sand- 
Starved beaches. So in late 1997, when the 
navy began dredging 9m cubic yards of 
< sand from San Diego harbour, a ready- 
made solution seemed at hand: the 
dredgings would more than replace the 
~ beach sand lost over the past decade. 
As the sand was pumped. on to an 
` Oceanside’ beach, however, the navy was 
embarrassed: it found two 81mm mortar 
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rounds and some machinegun 


bullets in the dredged sand. In 
early 1998, as more bombs were 
found, and after an abortive at- 
tempt to filter out the ammuni- 
tion, the navy abandoned the 
beach-replenishment project, 
dumping the sand into the sea in- 
stead. “You could go to a local 
hardware store and get it for less 
than it was costing us to filter it,” 
concedes the project’s manager. 

But it is election year in Cali- 
fornia, so all things are possible. 
The local Republican congress- 
men—Ron Packard in the 48th dis- 
trict and his colleague, Brian 
Bilbray, in the 49th, both coastal 
districts north of San Diego—have 
beach-repair ideas. Mr Packard’s re- 
cently signed bill resuscitates the 
navy’s project by allowing the navy 
to obtain clean sand from any- 
where, rather than just from dredg- 
ing. This turns the navy into an un- 
derstandably reluctant sand- 
contractor. 

Mr Bilbray’s plan, announced in March 
at a beach press conference that was almost 
brought to a damp end by an incoming 
tide, would use money from the Federal 
Emergency Management Association 
(FEMA) for beach repair. “It’s as if a storm 
wiped out Wall Street,” says Mr Bilbray, a 
surfer. “If that happened, you’d see FEMA 
right there.” 

The federal government may, in the 
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| Balancing the scales 
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S LOUISE WOODWARD, a 20-year- 

old English au pair, destined to be 
linked in America’s collective memory 
with OJ. Simpson? This week, the Massa- 
chusetts Supreme Court upheld Judge 
Hiller Zobel’s decision last November to 
change a murder verdict against Miss 
Woodward into one of involuntary 
manslaughter and to sentence her 
merely to the 279 days she had already 
spent in prison. That sentence was not 
| just more lenient than the 15-year mini- 
| mum penalty for murder; it was also 
| only a few days longer than the life of 
| Matthew Eappen, the baby she was ac- 
| cused of shaking to death. While Britons 
i 
| 
| 





ejingoistically cheered Judge Zobel’s le- 

| miency, the prosecutors and Matthew's 
parents were appalled. 

| The link with Mr Simpson is not the 
| verdict. After all, Miss Woodward was 
| found guilty of killing—while Mr Simp- 
son, back in 1995, was famously acquit- 
| ted. Instead, the connection is what will 









end, step in; but as Steve Sachs, a beach spe- 
cialist at the San Diego Association of Gov- 
ernors, points out, both FEMA and dredg- 
ing are only stop-gap solutions. Since fewof 
California’s beaches would even exist were 
it not for semi-regular sand replacement, 
more regimented beach care—at a cost, Mr 
Sachs reckons, of around $5 per cubic yard 
of sand--will have to become a fact of Cali- 
fornian life. 


happen next. Just as the parents of Nicole 
Simpson and of Ron Goldman, found 
murdered with her, successfully brought 
a civil suit in 1996 against Mr Simpson 
for causing wrongful death, so Sunil and 
Deborah Eappen now intend to pursue 
Miss Woodward. Their motive, they say, 
is to ensure that she does not profit from 
their baby’s death by selling her story; the 
English tabloids are allegedly bidding 
big sums. 

It is by no means certain that Mr and 
Mrs Eappen could enforce a judgment 
against Miss Woodward, even if they 
were to win one. But in the meantime 
Miss Woodward's joy at finally being | 
free will surely be somewhat soured. The | 
sympathy she enjoyed last year has al- | 
ready been eroded by allegations of mis- | 
use ofher support fund. Now shehaslost | 

| 


her plea to have her conviction over- | 
turned and faces months of litigationin | 
the Eappens’ civil suit. In America, there 

is always another legal chapter. 
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Ore upon a time, journalists dug up scandals. These days, 
according to much conventional wisdom, journalists 
< themselves are scandalous. The media is accused of all manner 
of offences: of elitism, and also of populist sensationalism; of 
-| untruthfulness, and also of an exaggerated zeal for truth about 
| the president. This has a curious result. The media is treated with 
“such suspicion that, when old-fashioned journalists do dig up 
~ scandals, the manner of their digging is immediately dug into. It 
is picked over for evidence that the media has gone overboard. 
When such evidence is found, a new group of inquisitors soon 
arrives to pick over the manner of the picking. 
Something like this is happening in the Monica Lewinsky 
business. Last year, Michael 
| Isikoff, a Newsweek reporter, 
spent months looking into allega- 
tions of affairs between Bill Clin- 
ton and various White House em- 
ployees. His work led him to 
„Kathleen Willey, who says that the 
president made a pass at her 
"| while she was asking for a job; and 
“to Miss Lewinsky, a woman who 
once claimed on tape that the 
president was her lover, and who 
then denied that anything had 
happened. The president’s appar- 
ent entanglement with two 
women, one married (though now 
widowed) and one young enough 
to be his daughter, might seem 
scandalous enough. Not in Wash- 
ington. The real scandal was only 
just beginning. 

A few days after the Lewinsky 
`| tapes surfaced in January, the me- 
\. |. dia began to report that the media 
was “misreporting the story. 
Claims that Miss Lewinsky had 
kept a semen-stained dress turned out to be empty. An eye-wit- 
ness was about to confirm the Lewinsky affair, and then mysteri- 
ously evaporated. The trickle of media angst has continued all 
year. Then came this week’s flood. A new magazine published a 
24,000-word article on the Lewinsky saga. Forget Mr Clinton’s 
alleged misdeeds. The article's title screams: PRESSGATE. 

The new magazine is called Brill’s Content, and it exists to 
report on the reliability of other media. This gives it a vested 
interest in claiming the press to be “a true scandal, a true exam- 
ple of an institution being corrupted to its core”. To support this 
position, Content’s article makes much of journalists’ reliance 
on anonymous leaks, many of which came from the office of 
Kenneth Starr, the independent counsel. Rather than check this 
information, Content alleges, journalists took it on faith. They 
let biased sources write their stories for them. 

The article attacking leaks was leaked on June 14th, three 
days ahead of publication. By June 16th its own journalistic stan- 
dards were being questioned. Mr Starr issued three separate re- 
torts, culminating in a 19-page letter to Steven Brill, Content’s 
owner, editor, and principal reporter. Mr Starrs friends in the 
Republican Party sent out a fax, quoting Content’s declaration 
that journalists should disclose their interests, and then noting 
that Mr Brill himselfhad failed to disclose more than $10,000 in 
recent campaign contributions to Democrats. Newsweek's Mr 
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The press in the spin cycle 


Isikoff, who features prominently in Content’s account, called it 
“garbage”, “fundamentally dishonest” and “slimy”. 

The same cycle of attack and counter-attack plays out in a 
dozen Lewinsky sub-plots. The credibility of one key witness, 
Linda Tripp, was compromised by a report that she had lied ona 
security-clearance form; Ms Tripp's sympathisers responded 
with a far-fetched attack on the sources of 
Mayer of the New Yorker. Republicans attack 
ficials for leaking to the press, just as the Wh 
upon Content’s article to attack Mr Starr 
thing. The federal judge overseeing Mr Star 








opinion, and publi 
rules in a poll-saturate 
racy. Mr Starr’s task is to 











against the president. But 


House is bound to leak back: = 
Both sides will denounce the 
media as scurrilous when. they 


will circulate copies of the media’s 
work when it happens to suit 
them. Indeed, this hypocrisy is 
likely to deepen. Each time politi- 
cians denounce journalists, some 
of the mud sticks. As the reputa- 


clines, politicians are emboldened to denounce them all the 
more vociferously. 


And yet it is not enough to shrug at the vicious spin cycle, and | 


to predict its inevitable acceleration. For there is something that 
journalists can do to slow it down: they can at least refuse to be 
cowed by the accusation that to be professional is to be elitist. 
Time and again, America’s mainstream media is put on the de- 
fensive by talk-radio hosts and Internet gossips, who rail against 
the mainstreamers for being “out of touch”: for being too seri- 
ous, for coming from a small number of select universities. 

The latest accuser is Matt Drudge, a cyberscribe who spares 
himself the drudgery of fact-checking. This month Mr Drudge 
lectured Washington’s National Press Club on the joys ofa popu- 
list Internet age, in which “every citizen can be a reporter”; in 
which there will be “no middleman, no Big Brother”; and in 
which stuck-up journalists will face up to the reality that “all 


truths begin as heđfsay.” America’s mainstreamers listened with - 
surprising calm to this tirade. Mr Drudge is, according to a. 


Washington Post columnist, “certainly the most heroic” reporter 


in America, a daring outsider in “journalism’s smug little guild”. |. 
How marvellous it is, another writer says, that a man with no 4- 

college degree is invited on to the top Tv shows. It is indeed mar" 
vellous for Mr Drudge. But it is his accuracy, not his origins, that | 


ought to matter. 
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nistration of- 


dislike what it reports. Both sides. 
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gress is unlikely to impeach Mr | 
Clinton if Mr Starrs methods are | 
widely thought unfair, since the | . 
members of Congress are anxious | 
tobe re-elected. Therefore MrStarr | 
is bound to leak, just as the White | 
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THE AMERICAS 


Serpa grabs for votes 


presidency 


BOGOTA 





Pastrana sets out to overtake him 


Decision-day for Colombia's 


That’s this Sunday, and the run-off rivals are neck and neck 


HE wise forecaster keeps silent about 

Colombia's presidential election. Two 
candidates go into a run-off this Sunday, 
June 21st, neck and neck. Much is at stake. 
Not often, even in Latin America, has a rul- 
ing party left behind such a mess as Presi- 
dent Ernesto Samper will pass on (in early 
August) to his successor. Yet rarely has there 
been an election less predictable. 

The first round, on May 31st, produced 
two surprises. The big one was the 2.8m 
votes won by Noemi Sanin, a non-party 
candidate: 27% of the vote, far above the al- 
ready surprising 20% that the last opinion 
polls had suggested. The second was the 
lead—albeit of only 43,000 votes—taken by 
Horacio Serpa, Mr Samper’s would-be Lib- 
eral heir and former interior minister, over 
the Conservatives’ Andres Pastrana, who at 
one time had seemed far ahead. 

With Ms Sanin out of the race, the two 
men have been eagerly wooing her voters. 
Though she attracted many who otherwise 
would not have voted at all, analysts be- 
lieve that up to 75% of her backers did have 
previous allegiances, and will mostly re- 
turn to them. That, it seems, will slightly aid 
Mr Pastrana. But the Liberal machine is 
strong, as the first round showed. Ms Sanin 
at mid-week had yet to reveal her own vot- 
ing intentions, or any advice she might 
have for her followers. For what it is worth, 
a poll published on June 14th put Mr Serpa 
four points ahead of Mr Pastrana, later 
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polls from the same firm 2'2 points; only 
one, said a different polling organisation. 
But the margins of error were wide, and 
many respondents were undecided. 

Both men have talked much ofa negoti- 
ated end to the guerrilla war; Mr Serpa, 
opinion polls say, the more persuasively, 
though the guerrillas are against him. Both 
men this week said they would be willing to 
demilitarise an area in the south to help 
talks begin, as demanded by the guerrillas. 
The weak economy and the plummeting 
peso—blamed variously on Asia, Mr Sam- 
per, and manipulation by Pastrana-sup- 
porting businessmen—have also featured 
prominently. But though the central bank 
has had to spend nearly 10% of Colombia's 
reserves, and lift inter-bank rates to 80%, to 
prop up the peso, the big issue seems to be 
corruption. Both candidates have prom- 
ised reform, blithely stealing each other's 
clothes to widen their appeal. 

A televised debate gave an example of 
that. The two were asked whether, in office, 
they would extradite Mr Samper, were the 
(nited States, convinced of his links to 
drug-dealers, to seek that. At face value, 
their replies were curious. Mr Serpa, the 
president's closest ally through thick and 
thin, said he would do whatever Colom- 
bian law required. Mr Pastrana, a fierce 
critic of the president, flatly said no, indeed 
said it five times. Why? Because Mr Serpa 
has to sound tough(ish) on corruption, 


while Mr Pastrana’s weak point is doubt 
that he would stand up to the Americans. 
Meanwhile, two generals have had their 
say. Harold Bedoya, former chief of the 
armed forces, has told his few—200,000— 
first-round voters to back Mr Pastrana. His 
successor, General Manuel Jose Bonett, has 
gone back to the classics, telling a news- 
magazine that he felt he was living in the 
long-ago Athens of Aristophanes, where 
corrupt leaders took their countries to war 
to divert attention from troubles at home. 
No sooner were his remarks published 
than he denied their implication. Just as 
well, maybe. The guerrilla war is hardly an 
adventure abroad, but the chief of Colom- 
bia’s troubles at home. And his own troops’ 
inability to win it, and their tarnished im- 
age as they (and—allegedly related—para- 
militaries) try to do so, will be not least of 
the new president's problems. 
— | 





Nicaragua 


Rest-home for 
revolutionaries 


MANAGUA 


HE fountains on Avenida Bolivar no 

longer run red and black, the Museum 
of the Revolution is closed, the Sandinists 
have abandoned even their anthem with 
its line “Yanquis, enemies of mankind” in 
favour of Beethoven's “Ode to Joy”. Yet still 
one relic of Nicaragua’s 11 years under far- 
left government remains—more exactly, at 
least 1,000 relics: sympathisers, militants, 
actual terrorists of halfa-dozen extremist 
movements who found a welcome and 
have extended it, despite the election of 
right-wing governments in 1990 and later. 
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Beside sundry Latin Americans, they in- 
_ clude left-overs of Germany’s Baader-Mein- 
__ hofgang, Italy's Red Brigades, Basque sepa- 
_ fatists, Islamic fundamentalists, Palest- 
‘> inian extremists and others. They have 
-been able to stay because the Sandinists, in 
their last weeks of power, gave them Nicara- 
guan passports. That has not stopped vari- 
ous governments trying to extradite 
wanted men. Spain indeed got three 
-Basques back in 1993—a success that in- 
| $pired others at risk to decamp to Mexico, 
the Dominican Republic and, of course, 
‘Cuba. But Italy has failed to secure several 
members of the Red Brigades; indeed one, 
accused ofa role in the 1978 abduction and 
murder of a former prime minister, Aldo 
Moro, recently complained to a Nicara- 





guan human-rights body of harassment by 
Italian intelligence men. 
Most of the ex-revolutionaries are now 


‘respectable middle-aged men, married to . 


Nicaraguans and busy running restaurants 
or making handicrafts for tourists. The Ital- 
ian brigatista and a colleague also accused 
of murder were till recently turning out ad- 
mirable pasta at a Managua eatery; they 
have now taken up fishing. Basque terror- 
ists are said to have turned their skill at 
bomb-making to use in woodcarving. 

Most such people stay in the back- 
ground, and few dare to leave the country. 
Foreign intelligence services—from at least 
Italy, Spain, Israel and the United States— 
still keep a close eye on them. The Ameri- 
cans are especially interested: a suspect in 
the 1993 bombing of the World Trade Cen- 
tre in New York was arrested while travel- 
ling on a Nicaraguan passport. 

For some such people, Nicaragua was 
essentially a refuge from trouble at home. 
Others came with a wider purpose. In their 
day, the Sandinists, the only Latin Ameri- 
can guerrillas outside Cuba actually to at- 
tain power, offered in Nicaragua a base— 
and route for Soviet weapons and to train- 
ing in Cuba—to like-minded people. They 
came from Guatemala, El Salvador and far- 
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ther afield; Che Guevara’s younger brother, 


Roberto, was one. Some of this activity sur- 
vived well after the election of President 
Violeta Chamorro in 1990. 

Usefully so, in some cases. El Salvador’s 
FMLN guerrillas, for example, negotiated 
from Managua the 1991 peace deal that 
brought them back into civil life. Joaquin 
Villalobos, once a ruthless guerrilla leader, 
returned to politics in El Salvador (and 
later, with a British scholarship, to Oxford 
to study international affairs). Another 
man runs a Managuan restaurant, minus 
an arm lost not toa kitchen cleaver but toa 
bomb he was handling in his guerrilla days. 

Nastier things survived too—unsurpris- 
ingly, given that the Sandinists still held 
much power, notably in the army, headed 
by ex-President Daniel Ortega’s brother 
Humberto. In 1993, an early-morning ex- 
plosion in Managua below the workshop 
of a Basque mechanic revealed an under- 
ground bunker stuffed with weapons, 
forged passports, and documents, includ- 
ing plans for past kidnappings to raise 
money, notably that ofa Brazilian industri- 
alist, Abilio Diniz, in 1989. 

Precisely what the bunker was used 
for—and why it blew up—is uncertain: con- 
veniently for some, the Basque mechanic 
disappeared without trace. In the police 
version, much of the weaponry was des- 
tined for a Salvadorean guerrilla faction 
that should have disarmed and had not; 
and the bunker was described as a “Latin 
American control centre for loosely linked 
international Marxist organisations”. 

An early arrival on the scene was the 
Sandinist guru and former interior minis- 
ter, Tomas Borge, wearing his pyjamas and 
a worried expression. Well he might. 
Among the documents in the bunker some 
related to an old friend, Enrique Gorriaran, 
a notorious Argentine would-be revolu- 
tionary who, after repeated failures in his 
own country, joined the Sandinists in Nic- 
aragua. He headed a group, mainly of his 
own nationality, who worked under the in- 
terior ministry on jobs that the Sandinists 
preferred not to be visibly linked with; 
most spectacularly the murder in 1980, in 
Paraguayan exile, of the dictator they had 
deposed, Anastasio Somoza. 

Later Mr Gorriaran turned to kidnap- 
ping to finance his renewed dreams of Ar- 
gentine revolution. These failed again in 
1989, when most of his Argentine col- 
leagues died in an attack on an army bar- 
racks there. Their leader was eventually 
captured by Argentine agents in Mexico in 
1995, flown home and sentenced to li 
imprisonment. His immediate boss in Nic- 
aragua, a Cuban known as “Renan Mont- 
ero”, also is back home, says a former mem- 
ber of the group. But other members are still 
in Managua and get together at times to 
reminisce over the good old days. 

And maybe more than reminisce? The 




































government of President Arnoldo Aleman 
is said to be unhappy at the number of for- 
eign, or at least ex-foreign, left-wingers still 
around. But the sort of activity revealed by 
the bunker, says one, is “mostly over’. 
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Brazil 
Who says Brasilia 
doesn't work? 


SAO PAULO 


UCIO COSTA was the sort of man whose 
passing would normally provoke intel- < 
lectuals into a fever of triumphalism about 
the wonders of Brazilian modernist cul- 
ture. Yet the planner of Brasilia, the coun- 
try’s purpose-built capital, was buried in 
Rio de Janeiro almost as quietly as he died 
on June 13th, aged 96. This may be because 
all Brazil is focused on the World Cup, But 
could it be that its elites feel distinctly. 
queasy about Mr Costa’s chief work? oe 

Sure, Brasilia is a fine exhibit to show - 
the world that Brazil is indeed the country 
of the future, but who would wanttolivein 
that dreary place in the middle of nowhere, 
when he could choose Rio? Actually, quite a 
lot of people. In 40 years, Brasilia, designed. 
for 500,000 people, has acquired 8m; = 00> 

The city was planned as a fearless cele 
bration of a new world: as Mr Costa, the 
chief Brazilian disciple of Le Corbusier, 
conceived it, a statement of how people 
should live, not how they do. His partnerin | | 
the project, and designer of its public build- 
ings, Oscar Niemeyer, was (and, at 90, is) a 
communist. Here was to be a city where 
space was scientifically organised accord- 
ing to function, not by arbitrary criteria like 
human whim or market value. 

Hence Brasilia’s Orwellian touches: ad- 
dresses such as “the southern individual 
habitation sector, group K, lot 8”, or “the 
northern hotel sector’. And Mr Costa 
wanted no ugly slums: all the housing was 
to be in six-storey “superblocks”. The social 
gradations of that temporary aberration, 
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capitalism, he reckoned, could be handled 

by differences in things like the layout and 

finish of each flat. And since the car too was 

~ part of the future, Brasilia was. designed 

< with broad roads and clover-leaf junctions 
to let traffic flow non-stop. 

In vain. The capital today is Brazil’s 
most socially segregated city, its poor hud- 
died in favelas on the outskirts. Till a civic 
campaign last year changed driving habits, 
its fine roads gave it an appalling safety 
record. And public transport is awful: only 
now, expensively, is a metro being built. 

And yet Brasilia is in many ways a suc- 

© cess. Forty years on, it is not too far from Mr 
Costa’s vision of a city “monumental but 

“comfortable”. Not only have Mr Niemeyer's 

concrete and glass palaces worn surpris- 

ingly well; the economy has flourished (less 
<: surprisingly, maybe, given that almost the 
sole industry is government). At 9,600 reais 

($8,350), the federal district’s income per 

- head exceeds that of any Brazilian state. To 

the middle classes it offers unpolluted air 

and green space, and—though its culinary 

or cultural life may not be Brazil’s most di- 

© yverse—more important for many, several 

__ large shopping malls. And, very important 

for all, despite a recent rise in crime, Brasi- 

lia remains safer than Rio or Sao Paulo. 
Above all, Brasilia has succeeded in 
what it was meant to do: shifting the coun- 

- try’s centre of gravity towards its vast inte- 

rior, after 450 years in which settlers had 

clung to the seaboard. What Brazil's statis- 
tics call “the centre-west”, a great swathe of 
plateau and savannah (yes, and cleared for- 

“i est) is its fastest-growing region, producing 

large harvests of soya: by 1995 it accounted 

for 7.3% of GDP, up from 2.4% in 1959. 

Yet even this is not without ambiguity. 
Not by mere coincidence was Brasilia’s po- 
litical architect, President Juscelino Kubit- 
schek, an ex-governor of next-door Minas 
Gerais. Building it made rich men of many 

petty entrepreneurs from his state, while all 

Brazil shouldered the debt. And Mr Costa 

showed a wry prescience in planning the 

new capital in the shape of a cross: a sym- 
bol, in his words, of a consciously colonial 

“act of possession” of territory. Brazil’s con- 

quest of its interior has brought benefits to 

the modern nation, but heavy costs to its 
original peoples and environment. 








































































Canada 
Net losses 


VANCOUVER 


ES, again: with fishing about to open, 
the Pacific salmon war isstillon. For the 
fifth year, Canada and the United States 
cannot agree how to share the catch. British 
Columbia’s fishermen now fear the prized 
coho salmon may be an early, perhaps fa- 


50 





tal, casualty. Scientists in May reported 
sharp falls in most coho stocks; the two big- 
gest runs, from the upper Skeena River and 
the Thompson, they said, risk extinction. 

Canada’s fisheries minister, David An- 
derson, promptly banned all coho fishing, 
hoping the United States would join him. 
Some hope. Alaska—the big American coho 
catcher—disputed the Canadian figures: “A 
political manoeuvre claiming to be sci- 
ence-based,” said an Alaskan negotiator. 

Salmon return from the north Pacific to 
spawn where they hatched, some in Cana- 
dian rivers, some in American. Both coun- 
tries’ boats get a crack at each others fish, 
and there the friction starts. A 1985 treaty 
requires both countries to prevent overfish- 
ing, and entitles each to a catch proportion- 
ate to the number of fish spawned in its 
own rivers. They have been wrangling ever 
since over how exactly to achieve that eq- 
uitable share-out. Meanwhile, say figures 
accepted by both sides, American boats 
have taken at least 35m Canadian-spawned 
salmon too many. 

The trouble is that Alaska is doing very 
nicely without an agreement. Its salmon 
stocks are healthy, its fishermen thriving. If 
the Canadians have problems, say Alaskan 
negotiators, let them blame their own mis- 
management. Only that? Last year Alaskan 
boats netted 600,000 Skeena coho. British 
Columbia’s fishermen took only half that 
number. Many of them on its north 
coast now face bankruptcy. 

So Canada is anxious for a deal, 
with deep cuts in the Alaskans’ 
cgtch. But it has little leverage. Ca- 
nadian-spawned salmon are easily 
intercepted as they (mostly) return 
through Alaskan waters; British 
Columbia’s fishermen can inter- 
cept far fewer American-spawned 
fish heading south to the rivers of 
Washington state and Oregon. Last 
year aggressive Canadian fishing 


sharply cut those states’ catch (but not Alas- 
ka’s). Now, with the coho ban, even that 
pressure point has been lost. 

The issue is no longer just one of fish. 
Canada is frustrated. Nothing seems to 
bring a settlement nearer. Negotiations, 
stern notes, prime-minister-to-president 
chats, mediation (in 1996—the Americans 
rejected the result), all have failed. Canada’s 
repeated call for third-party arbitration has 
gone unheard. Unorthodox protests too 
have failed. British Columbia’s provincial 
government last year threatened to cancel 
its lease to the federal one of a torpedo-test- 
ing range used by the American navy. The 
province won attention, but no more. It 
then tried to sue the American federal gov- 
ernment and those of Alaska and Washing- 
ton for lost fisheries revenue. A Seattle court 
threw the case out. Angry Canadian fisher- 
men last summer blockaded an Alaskan 
ferry in the port of Prince Rupert. All they 
achieved was a boycott by ferry operators 
and a lawsuit. from Alaska, eventually 
dropped as a peace-offering. 

Five months ago two special envoys ap- 
pointed by the two national governments 
produced a formula that offered hope of a 
deal. A compromise, they said, would have 
to give Canada more fish than it catches 
now, though not as big.a share as it claims. 
They proposed new government-to-gov- 
ernment talks aimed first at a two-year deal, 
then at a long-term revision of the treaty. 
Both sides said yes to this, but with a stum- 
ble on the first step, the sharing of this year’s 
catch, nothing has changed. 

Nothing will, British Columbians 
reckon, so long as American policy is—as in 
many trade disputes—essentially made by 
the commercial interests concerned, and 
the American federal government dares 
not say boo to that of Alaska. One way to 
embolden it, they say, would be for Canada 
to charge the United States under interna- 
tional law with failing to implement the 
1985 treaty. Alan Beesley, a retired diplo- 
mat, once head of Canada’s delegation to 
the Law of the Sea Conference, says: “It’s 
time to scrap showboat diplomacy and use 
every legal means available to us.” Even if it 
happens, results would take years. Mean- 
while this summer many British Colum- 
bian fishermen will be tied up at the dock 
while Alaskans scoop up coho. 
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Burundi on the brink of peace? 


Despite the fears, Burundi has not followed its neighbour Rwanda down the 
: path to genocide. Now there is even a chance that it will find a path to peace 


OTH are cursed by the Hutu-Tutsi di- 
vide. The mix is the same in Burundi 
and Rwanda-five-sixths Hutu, one-sixth 
Tutsi~and at one time Burundi’s history of 
ethnic. massacres was even more savage 


¿than Rwanda’s. So after Rwanda’s 1994 . 


genocide, many people assumed that Bu- 
rundi was on the brink ofa similar tragedy. 
If so, it has avoided falling over it. Instead, 
almost all of Burundi’s political groups met 
this week in Arusha in Tanzania. 

Getting them there has been a long and 
bloody business. Since October 1993, when 
Burundi’s. first elected president, a Hutu, 
was assassinated, some 200,000 people 
have been slaughtered. Another president 
has been killed and a third 
forced to take refuge. Out of 
the 81 members of the 1993 
parliament, 23 have been 
murdered—all of them 
from the majority, mainly 
Hutu, Frodebu party. 
Many others have fled into 
exile, some joining mili- 
tant Hutu movements. 

After 1993, Burundi set- 
tled into a low-level con- 
flict of terror and counter- 
terror. Hutu guerrillas 
attacked villages and gov- 
ernment posts and the ex- 
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clusively Tutsi army took reprisals against 
villages thought to be supporting the rebels. 
As a counterweight to this spiral of destruc- 
tion, delegations from all over the world— 
from the UN, foreign governments, politi- 
cal parties and non-governmental and reli- 
gious Organisations—have made the pil- 
grimage to Bujumbura, Burundi’s capital, 
to try to prevent the country from taking 
the Rwandan route. 

The government, democratically 
elected in 1993, staggered on until an army 
coup two years ago. Burundi's neighbours 
then slapped on a trade embargo to try to 
force Burundi back to constitutional rule. 
Julius Nyerere, the grand old man of Tanza- 
nia, was appointed to act 
as negotiator on behalf of 
the region. At the same 
time, Colonel Pierre Buyo- 
ya, the head of Burundi’s 
military government, be- 
gan the business of work- 
ing out an agreement with 
what was left of the Na- 
tional Assembly and its 
dominant Frodebu party. 

It is this agreement 
which is on the table at 
Arusha and which Colonel 
Buyoya hopes to sell to mil- 
itant Hutu groups outside 
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On and on it goes 


TARE, RWANDA 








































WANDA’S small town of Tare) 
used to be thought safe. No 
longer. On June 3rd it was attacked by 
interahamwe militiamen, the Hutu 
killers responsible for the 1994 geno- 
cide in Rwanda, who came down 
from their bases in the surrounding 
hills. The incident was typical of raids 
on “soft” targets: a few casualties, an 
influx of government troops, then sk 
lence. The government calls: the at 
tacks in the north-west “the continua- 
tion of genocide by other means™ 
Many of the interahamwe fighter 
were recruited and trained in the re 
gee camps in eastern Congo.and cam 
back to Rwanda with the refugees 
when they were forcibly repatriated i 
late 1996. They know the north-west 
terrain well and have strong ties to the. 
local population, which the govern- 
ment has yet to win over. Little is): 
known about their leadership, pro- 
gramme or supporters outside the: | 
country. But a movement calling itself © 
the Rwandan Liberation Army is 
thought to be behind a newspaper cir 
culating in Rwanda which demands 
“Hutu liberation” and dismisses the 
Kigali government as a “Tutsi dic- 
tatorship”, using the virulent language 
of the genocide. 
Since force has failed to quell the 
insurgency in the north-west, the gov- 
ernment is trying to win hearts and | 
minds. Military commanders talk of | 
isolating the interahamwe by coaxing 
civilians down from the hills, offering- | 
them food and shelter in the valleys. | 
below. Camps containing thousands 
of displaced people, which have previ- 
ously been off-limits to UN agencies 
for “security reasons”, are gradually 
being opened up. 
A two-day debate on northern: 
problems, bringing together govern- 
ment ministers, priests, army officers 
and local officials, was recently held in 
Ruhengeri. It was preceded by a rally | 
in the local football stadium, where. 
trenchant appeals were made for soli- 
darity and collective resistance 
against the imterahamwe. But these 
appeals will count for little if the gov- 
ernment cannot guarantee security for ` 
civilians in the north-west. 


ennai aA EE E OAEIAE AE E ENE EEA EA 








BE 





Eig Sat eather 
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the country, to the neighbours and to Mr 
Nyerere. It was passed after a stormy debate 
in the assembly on June 4th and, on the 
strength of it, Colonel Buyoya had himself 
formally sworn in as president. The settle- 
ment allows for a power-sharing transi- 
tional government with 11 opposition min- 
isters in a 22-strong government, the 
replacement of the prime minister by two 
vice-presidents, one Hutu and one Tutsi, 
and an enlargement of the National As- 
sembly from 81 members to 121. 

Extremists on both sides have de- 
nounced the agreement. Even so, some of 
them, fearful that it might actually work, 
have turned up in Arusha to see what hap- 
pens. From the Tutsi side, it has been con- 
demned by Charles Mukasi, the chairman 
of the main Tutsi party, Uprona. He still 
refuses to talk to the génocidaires, as he 
calls them, of the mainstream Hutu Frode- 
bu party, and has not come to Arusha. How- 
ever, his party, which supports the settle- 
ment, has sent representatives. 

On the Hutu side, Frodebu is divided, 
but its main faction backs the deal. The Na- 
tional Council for the Defence of Democ- 
racy, a militant (and armed) Hutu group, 
has declared it to be “an act of treason” and 
says it will continue fighting. But it too is 
riven with factions, and the leader of one 
group, Leonard Nyangoma, is in Arusha 
and met Colonel Buyoya face to face this 
week. Two other militant Hutu movements 
have representatives at the talks. 

Can the talks produce peace? A 
ceasefire is not yet likely but, if the parties 
agree to continue talking, it will suggest 
that they accept that the problem is soluble. 
And if the neighbours approve the deal, 
they may lift sanctions, which would 
strengthen Colonel Buyoya’s political and 
military position against the guerrillas, 
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Guinea-Bissau 


Instant war 


DAKAR, SENEGAL 


HEN shots first rang out in Bissau, 
the capital of Guinea-Bissau, on June 
7th, locals presumed it was a thunderstorm. 
Since 1980, when Joao Bernardo “Nino” 
Vieira came to power in a largely bloodless 
coup, this had been one of the most peace- 
ful places in West Africa. There was not 
even enough news to keep a daily newspa- 
per going. Alas, those uninteresting times 
are past. The country is now embroiled ina 
bloody civil war, with regional overtones. 
Guinea-Bissau’s neighbours, Senegal 
and Guinea, have together sent some 2,000 
troops to help President Vieira put down a 
rebellion by Brigadier Ansumane Mane, 
the army chief who was sacked on suspi- 
cion of smuggling arms to rebels battling 
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Instant flight 


for autonomy in Senegal’s southern prov- 
ince of Casamance. Fighting has been fierce 
and, at mid-week, was still unresolved. 
Brigadier Mane’s mutineers had captured 
the airport and an army barracks on the 
edge of the capital. Unconfirmed reports 
said that the current army chief had been 
killed and many of Guinea-Bissau’s sol- 
diers in the capital had deserted. 

As Guinea-Bissau and its allies battled 
to recapture the barracks where most of the 
country’s arms are stored, fighting was 
heaviest in a suburb that houses the foreign 
embassies. The French and American em- 
bassies are both said to have been severely 
damaged. Estimates of the number of casu- 
alties are still sketchy, but corpses have 
been seen lying in the streets and the hospi- 
tal is overflowing with casualties. 

Among the peacemakers are France, 
Libya and the Gambia, where General 
Mane was born. The Gambia’s resolute for- 
eign minister made his way to Bissau by 
sailing out to a passing French warship and 
scrambling aboard. Last week a brief 
ceasefire allowed foreigners to be evacu- 
ated by sea to Senegal’s capital Dakar. Tens 
of thousands of locals have fled the capital, 
many crowding into villages, others head- 
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ing north to cross into Senegal. Some 200 
people are said to have been drowned after 
climbing aboard a small craft to take them 
to refuge on the nearby Bijagos islands. 

The link between Guinea-Bissau and 
the separatists in Senegal’s Casamance 
province runs deep. The people are mostly 
of the same ethnic group and the two re- 
gions had been one territory under the Por- 
tuguese until Casamance was ceded to 
France in 1888. More important, Casa- 
mance fighters helped the Guineans win 
their bloody war of independence from 
Portugal in 1974. But for the Senegalese, 
Casamance is a potential tourist paradise, 
one of the last of their country’s regions not 
to have been turned into semi-desert. 

Brigadier Mane has announced that all 
foreign troops must leave the country be- 
fore he will negotiate with the government. 
He has also declared himself interim presi- 
dent until he can hold a multi-party elec- 
tion. In fact, Guinea-Bissau has been a 
multi-party democracy since the early 
1990s. In 1994 Mr Vieira won an election, 
with most voters supporting his ruling 
party of ageing guerrillas. The opposition 
remains divided and ineffective. 

Despite some of the richest agricultural 
land in West Africa, Guinea-Bissau’s econ- 
omy is in a bad way. Over the past year, sol- 
diers have been grumbling about their 
wages, which have had trouble keeping 
pace with the inflation that followed a 
clumsily executed currency conversion 
from the Guinea-Bissau peso to the CFA 
franc, the currency of French-speaking 
West Africa. Even so, it is curious that a gov- 
ernment of former guerrillas could lose 
touch so completely with its own army. 





Happier, already 


ABUJA 


IDDING for national reconciliation, 
Nigeria’s new military ruler, General 
Abdulsalam Abubakar, this week released 
nine of the country’s political prisoners, in- 
cluding General Olusegun Obasanjo, a for- 
mer head of state. Others, it was promised, 
would be released in batches. 

These decisions were particularly wel- 
comed in south-western Nigeria, an area 
marginalised by military rule. In Lagos, the 
south-west capital, Colonel Mohammed 
Marwa, the military administrator, helped 
the new mood by dropping charges against 
Gani Fawehinmi, a human-rights lawyer 
who had taken part in a pro-democracy 
protest on June 12th. General Abubakar has 
won time, distancing himself from the in- 
ertia of his predecessor, General Sani 
Abacha, who died on June 8th. 

Already, there is a more open atmo- 
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sphere in the country, replacing the wari- 
ness brought about by Abacha’s ever- 
present security network. The late head of 
state’s portraits have been removed from 
offices, and the coterie of cronies and syco- 
phants that increasingly surrounded him 
seems to have disappeared from view. 

Before he spells out how he is to return 
the country to civilian rule by the October 
ist deadline he inherited, General Abu- 
bakar must consolidate his position in the 
Provisional Ruling Council, the group of se- 
nior army officers that controls Nigeria. 
They include some of Abacha’s most loyal 
henchmen, such as Major-General Ishayat 
Bamaiyi and Lieut-General Jeremiah Us- 
eni. Will he dare take them on? 

General Abubakar has declared himself 
committed to the transition programme. 
His close associates insist that he took the 
job reluctantly and is anxious to leave of- 
fice as soon as possible. The question is 
whether it can all be made to work in time. 
“Everyone knows there were problems 
with the transition,” says an aide, “and 
now we are receiving different advice and 
petitions from many different quarters.” 

Many of the politicians who already 
have their parties organised demand that 
there should be no delay. Among them is a 
former police chief, Mohammed Dikko Yu- 
sufu, who had emerged as a leading presi- 
dential contender before the five legal par- 
ties all selected Abacha as their candidate. 
Others are more equivocal. “Our party 
structures are not democratic,” says a politi- 
cian in Abuja. “Our leaders were ready to 
do whatever Abacha wanted. We have to 
look at the whole thing again because what 
is in place now will never work.” 

If the process were opened up, new par- 
ties would want a delay of some months to 
catch up with the existing, well-financed 
groups. But some soldiers argue that the 
timetable must be kept to and the election 
confined to the five registered parties. The 
soldiers are also divided over what to do 
about Moshood Abiola, the assumed win- 
ner of the annulled 1993 election, who has 
been in prison since 1994. Many military 
men are reluctant to see someone they re- 
gard as a corrupt and manipulative politi- 
cian released on to a volatile scene. 

Football apart—thousands more Nige- 
rians took to the streets to celebrate Nige- 
ria’s initial success in the World Cup than 
demonstrated for democracy last week— 
the most pressing problem affecting almost 
everyone is the fuel shortage. In the firing 
line is Chief Dan Etete, the minister in 
charge, who is widely blamed for months 
of petrol queues in a country that produces 
2m barrels of oil a day. A move to punish 
those responsible would be wildly popular. 
But General Abubakar is aware that, if the 
transition to civilian rule goes wrong, al- 
most anything could happen. 
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Jordan Valley 


Israel eyes the 
greenhouse 


JERICHO 


HETHER or not the Israelis do what 

they are supposed to do under the 
Oslo agreements, they continue to prepare 
for a final settlement with the Palestinians. 
One aspect of this is the quiet encourage- 
ment of Palestinian migration from the Jor- 
dan Valley. Binyamin Netanyahu and his 
government see the Jordan river as Israel's 
permanent eastern border. A map which 
the prime minister says will “guide” the ne- 
gotiations on a final settlement would re- 
portedly annex to Israel a 20-kilometre (12- 
mile) swathe of land along the river, 
excluding Jericho. 

Some 35,000 Palestinians live or work 
on the West Bank side of the Jordan Valley. 
Covering an area of 700,000 dunums 
(175,000 hectares), the valley is one of the 
West Bank’s most fertile regions, contain- 
ing 60% of the Palestinians’ horticultural 
land. With both water and a hot climate, it 
is “a natural greenhouse”, says the Palestin- 
ian Authority’s farm minister, Abdel Jawad 
Salah. The locals see it as the agricultural 
basin of any future Palestinian state. 

Between 1967 and 1993, Israel confis- 
cated 100,000 dunums of the Jordan Valley 
as “closed security zones”, making the land 
off-limits to Palestinian farmers. It also set 
up some 20 Jewish settlements (with fewer 
than 3,000 settlers) on prime farming land. 
The Palestinians were left with about 
95,000 dunums of cultivated and irrigated 
land and a host of “security” restrictions. 

After the signing of the Oslo peace 
agreement in 1993, the Palestinians hoped 
they might be able to add to the developed 
area. But the restrictions and confiscations 
continue. Mr Jawad Salah cites the case of 
an agricultural research station in the val- 
ley, which helped farmers with crop re- 





Desirable to all 


INTERNATIONAL 











search and technology; Israel has refused to 
transfer the station to the Palestinian Au- 
thority by declaring its 300 dunums to be 
one of those closed security zones. 

The Israelis have also, in the past three 
years, made security zones of many of the 
hills in the Jordan Valley. These hills are tra- 
ditionally used as grazing pastures by Bed- 
ouin shepherds, who are now being forced 
to abandon some of their goats and sheep. 
Mr Jawad Salah estimates that the shep- 
herds may have lost 50,000 animals. 

Worse, the Israeli army appears to be 
turning the temporary territorial divisions 
that exist in the West Bank under the Oslo 
agreement into permanent facts. About 
6,000 of the Palestinians who work on the 
farms in the valley are seasonal labourers 
who live in villages near Nablus. These are 
in Area B under Oslo’s classification, mean- 
ing that they come under Palestinian civil- 
ian jurisdiction. But the Jordan Valley, Jeri- 
cho apart, is in Area C, under Israel's 
exclusive military control. To get from B to 
c Palestinians now require a permit from 
the army, “exactly as if we wanted to travel 
to Tel Aviv,” says Muhammad Omar Jaha- 
lin, the mayor of Jiflik, a Bedouin village in 
the valley. The permits are granted on a 
daily basis—but the labourers work on the 
farms for the whole winter. 

The effect of these measures is the 
steady migration of Palestinians 
westwards from the valley to urban 
areas such as East Jerusalem and 
Nablus. For Mr Jahalin, the aim is 
clear: “Israel wants to empty the Jor- 
dan Valley of its Palestinian inhabit- 
ants.” To resist such a future, the Pal- 
estinian Authority has earmarked 
the valley as a “priority” area and is 
working with international agencies 
to resuscitate farming. But real devel- 
opment will come only with Pal- 
estinian sovereignty over the Jordan 
Valley, admits Mr Jawad Salah. It is 
precisely this eventuality that Mr 
Netanyahu is preparing against. 
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Kosovo’s cauldron bubbles on 


BELGRADE 


Despite this week’s diplomacy, Serbia’s turbulent province of Kosovo may be 
in for ever more violent ethnic mayhem—and the Serbs for NATO bombing 


O ANY diplomat who remembers 

America’s recent showdown with Iraq, 
the scenes that unfolded in Moscow this 
week looked all too familiar. An interna- 
tional pariah—in this case, Yugoslavia’s 
president, Slobodan Milosevic—faces the 
threat of military action from the United 
States and some of its allies. Russia per- 
suades the pariah to behave a little better, 
but probably not much. The West is left feel- 
ing edgier than ever, and no more certain 
whether it could or should use force in the 
hope of imposing peace with justice. 

The only person who seemed confident 
of a breakthrough in the stand-off between 
Mr Milosevic’s Serb forces and the ethnic- 
Albanian majority in the Serbian province 
of Kosovo was President Boris Yeltsin. “The 
most important thing is that Mr Milosevic 
has agreed to sit at the negotiating table,” he 
declared after meeting the Serbian (techni- 
cally, Yugoslav) leader on June 16th. 

As well as suggesting peace talks—an 
idea of little interest to Kosovo's separat- 
ists—the Serb leader promised to stop bash- 
ing civilians and to let refugees go home 
and humanitarian outfits move more 
freely. He also responded to the West's de- 
mand for a withdrawal of Serbian security 
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forces from the war zone with a crafty for- 
mula: his troops would “cut back their 
presence outside bases” but only if “terror- 
ist activities” by the separatists were 
brought to an end. 

After a month-long campaign to sup- 
press separatism by burning and shelling 
villages in Kosovo, Mr Milosevic was in ef- 
fect proposing a ceasefire. “The ball is now 
to a large extent in the Kosovo Albanians’ 
court,” Yevgeny Primakov, Russia’s foreign 
minister, tartly observed. 

But this does not mean that peace is 
about to break out in the southern Bal- 
kans—or that the danger of a conflict 
spreading through Albania and Macedo- 
nia has gone away. At NATO headquarters, 
where military experts are still looking 
hard at the feasibility of military action, in- 
cluding air strikes, against Serb targets, the 
latest promises made by Mr Milosevic wêre 
greeted with a giant pinch of salt. On the 
ground, meanwhile, Albanians com- 
plained that their villages were still being 
encircled and strafed—though the number 
of refugees trudging over the mountains to 
Albania has fallen during the past two 
weeks. Soon after the Moscow meeting, a 
large convoy of Yugoslav troops and ar- 





mour moved to secure a mountain pass 
south of Pristina, Kosovo's capital. 

If one of Mr Milosevic’s aims was to di- 
vide his western critics, he may yet succeed: 
there were clear differences of tone in the 
way western politicians responded to the 
Moscow talks. President Bill Clinton made 
it plain, through a spokesman, that he con- 
sidered the meeting’s outcome a move in 
the right direction, though he did not like 
Mr Milosevic’s vow that he would with- 
draw his troops only if terrorism ended. 
Madeleine Albright, the secretary of state, 
always hawkish on Balkan matters, was 
blunter in her dismissal of Mr Milosevic's 
promises: he was trying to set “clearly unac- 
ceptable” preconditions. 

Italy, for its part, suggested that NATO 
could put away its guns if Mr Milosevic en- 
tered a “serious dialogue” with the separat- 
ists in a few days, while Britain and France 
sounded much more doubtful. Officials in 
London and Bonn, the most unyielding of 
European capitals, stressed that military 
planning would go on, though Germany 
ruled out NATO action unless it were sanc- 
tioned by the un. 

Getting the sound-bites right is not the 
only problem for anyone who is wonder- 
ing how to respond to Mr Milosevic’s latest 
move. As he and his Russian friends are 
well aware, his ethnic-Albanian adversar- 
ies—a disorganised but fast-growing force— 
may be incapable of delivering a ceasefire, 
even if they wanted one. Feelings are hard- 
ening so fast on the Albanian side that ne- 
gotiations about anything other than a to- 
tal Serbian withdrawal from Kosovo hold 
little attraction. 

The pro-independence Kosovo Libera- 
tion Army (KLA), drawing on its broad 
popularity, now has fighters within rifle- 


















Its. Kalashnikovs and hand-held rocket- 
launchers cannot compete directly with Mr 
- Milosevic’s tanks, helicopter gunships and 
-armoured cars, but they can make the cost 
ofoccupying the province virtually intoler- 
able. Pristina, whose 300,000 inhabitants 
-form a dangerous ethnic mix, could soon 
be ringed by KLa-controlled territory. 
Claims by the KLA to have 50,000 men 
under arms sound exaggerated by a factor 
of two or three. But the guerrillas may be 
gaining in political sophistication as well 
: as grit. In a statement timed to coincide 
_ with the Moscow talks, a Kosovo politician, 
Jakup Krasniqi, identified himself as a 
-Spokesman for the KLA and issued a state- 


shot of the ‘north-south Pristina-Prizren _ 
toad, a vital supply route for Serbia’s forces. 





ment calling for all Serbia’s forces to be 
pulled out of the province. He also de- 
manded that Ibrahim Rugova, the moder- 
ate figure who is recognised internation- 
ally as the Kosovo Albanians’ leader, 
should either align himself with the KLA or 
step aside. Mr Krasniqi was until recently a 
village leader of Mr Rugova’s non-violent 
party, the Democratic League of Kosovo. 
But large sections of it may be going over to 
the armed rebels, whose targets include Al- 
banian “collaborators” with the Serbs. 

As NATO's experts work out their contin- 
gency plans (no-fly zones, electronic war- 
fare, air strikes against airfields, communi- 
cations and air-defence systems), their 
political masters face an equally tricky set 
of problems. Every new display of confi- 





dence by the KLA, which western govern- 
ments still view as a terrorist group, makes 
it harder to counter Mr Milosevic’s argu- 
ment: a withdrawal by his forces would 
simply be an invitation for the KLA to take 
over. The other task for NATO is how to for- 
mulate an ultimatum to Mr Milosevic, and 
what the trigger would be for air strikes. 
Any full-scale Serb attack on the town of 
Djakovica, whose normal population of 
50,000 has been swollen by thousands of 
refugees, could well prompt NATO to drop 
its bombs. It is a reasonable bet that this 
thought has also occurred to the KLA— 
whose interests could well be served by 
staging an insurrection in the area. What- 
ever comes out of the Moscow meeting, the 
Kosovo cauldron is still bubbling. 





















European Union 
CARDIFF 


E WAS a huge contrast to the rows that 
have disfigured so many £u summits— 
most recently the Brussels meeting that 
launched Europe’s single currency. In Car- 
diff, everyone was on best behaviour, per- 
haps because they were dining with the 
~ British queen and lunching with Nelson 
‘Mandela, the South African president, who 
came to bid farewell to Europe’s leaders. 
< But it was also because this was widely ex- 
pected to be the last summit for Helmut 

Kohl, who has dominated such gatherings 
-. fora decade but seems unlikely to stay on as 
Germany’s chancellor after September's 
election. It was also, more simply, because 
the summit put off the trickiest decisions 
the Union is supposed to take over the next 
12 months. 

Britain’s prime minister, Tony Blair, 
who said that Cardiff would be the test of 
whether Britain’s presidency of the Eu had 
< been a success, seemed satisfied. The atmo- 
sphere, he said, had been transformed after 
those “long years in which it was always 
< Britain in disagreement with everyone 
else”, The summiteers, he claimed, had en- 
dorsed Britain’s agenda for economic and 
-political reform. 

Thus cheered, he made his most eager 
noises so far about the single currency, say- 
ing it would foster growth in Europe and 
had already helped insulate the continent 
from Asian turmoil. More than one EU 
leader detected the embryo of a campaign 
to soften up British voters to join the euro 
soon after the next British election (due by 
2002), if not earlier. 

No doubt Mr Blairs enthusiasm was 
appreciated by his more integration- 
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- A future without Kohl 


Behind the scenes at the European Union summit in Cardiff on June 15th and 
16th, Europe’s leaders quietly set off a debate on the Union’s emerging shape 


minded counterparts. But in truth the Brit- 
ish presidency has achieved little that was 
not preordained, such as the formal choice 
of countries to join the euro and the start of 
talks with the five leading eastern candi- 
dates for joining the Eu. Mr Blair’s proselyt- 
ising for economic reform—a catch-all 
phrase for reforms to labour, product and 
capital markets—has not, in fact, had much 
effect. Indeed, though the euro makes such 
reforms more urgent, many governments 
will use today’s benign economic climate 
as an excuse not to tackle them. 

The summit saw no flesh put on 
“Agenda 2000”, the European Commis- 
sion’s plan for reforming farm policy, re- 
gional aid and the Ev’s finances—all essen- 
tial before the eastern applicants can come 
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in. Serious bargaining on this was always 
going to wait upon Germany’s election. But 
even the mildest of bids by the British to 
map out some extra guidelines for Agenda 
2000 were blocked, The most the summit- 
eers would accept was.a promise to settle 
matters at a special summit next March. 
That, in effect, gives the Union a mere six 
months in which to thrash out some of the 
biggest reforms it has ever made—a decid- 
edly tall order. 

This discussion was overshadowed, in 
any event, by Mr Kohl's demand to cut Ger- 
many’s disproportionate net contribution 
to the Eu budget. Money was always going 
to be the hardest part of Agenda 2000. But 
Mr Kohl's bid, backed by:the Dutch, Austri- 
ans and Swedes, for a special rebate like 
Britain’s could foreshadow the most bruis- 
ing EU row since Margaret Thatcher's fam- 
ous cry, in 1979, of “I want my money 
back.” Jacques Chirac, France’s president, 
dismissed it because—quite simply—his 
country would have to pay more into the 
budget (or take less out of it). The big ques- 
tion is whether Mr Kohl is just electioneer- 
ing, or whether the Germans (with or with- 
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. out? Mr Kohl) prove as iindompromiisinely - 


© serious as Lady Thatcher. 

There was certainly a large dose of elec- 
tioneering in the public letter written be- 
fore the summit by Mr Kohl and Mr Chirac, 
with its fulminations against a “European 
central state”, complaints. about the in- 
creasing remoteness of Eu institutions, and 
a call for decisions always to be taken “as 
close to the citizen as possible’—a doctrine 
that goes by the unlovely name of subsid- 
iarity. Mr Blair, who said that the priority of 


-Britain's presidency had indeed been to 


bring the Union closer to the people, was 
swift to claim that here too he was winning 
with his agenda. 

Yet although subsidiarity, coined at a 
summit in 1992 and woven into the Am- 
sterdam treaty last year, was a buzzword in 
Cardiff, Europeans still disagree about 
¿© what it means. The Germans and French 
object, for instance, to recent decisions by 


the commission to enforce competition 


policy and block subsidies. Yet the commis- 
¿sion has pointed out that this policing 
“work is essential for making the single mar- 


ket work. The single currency could also 


produce a similar dynamic—driving deci- 
sion-making up, not down. 

Moreover, as the commission has 
noted, governments often themselves row 
against the tide of subsidiarity: it is they, 
not the commission, that inspire many Eu- 
rope-wide directives—and then sometimes 





blame Brussels when they prove unpopu- 
lar. In several areas, notably the environ- 


ment, foreign policy and the fight against 
crime, the call is usually for more, not less, 
to be done at a European level. 

The presidency now passes to the Aus- 
~-tdans, who will hold a special summit in 


October. One aim will be to discuss ways of - 


bolstering subsidiarity. Another will be to 
look at alternative means of making voters 
feel more involved in “Europe”. A third 
may be to tie up the ends left dangling at 
the Amsterdam summit last year—ideas for 
reweighting votes in the Council of Minis- 
` ters towards bigger members and reducing 
the commission’s size. 

Yet such proposals, including ways of 
clarifying or strengthening subsidiarity, 
may mean yet another revision of the 
Union’s treaties. And if the commission is 
itself to be squeezed, it would have to hap- 
pen quite soon: next June, a new commis- 
sion, to serve until 2004, has to be ap- 


3 pointed. But a bitter debate could soon 


break out again: small countries, as the Am- 
sterdam summit showed, are deeply reluc- 
tant to lose council votes or commissioners. 

So whither after Cardiff? Expect plenty 
of bad-tempered arguments over money 
and power—with Germany, as ever, in the 
storm's eye. If Gerhard Schroder wins the 
German chancellorship in September, Eu- 
rope may well be his first big test. 


—s 
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PARIS 


Dr French horror at England's 
violent football louts, who 
| smashed up Marseilles on June 15th be- 
fore a match between England and Tuni- 
sia, some Britons still get a friendly press 
| in France: the Scots. They have been 
| widely praised for their seemingly in- 
| domitable high spirits (amid expected 
| defeat on the playing field) and sense of 
| fair play. One French reporter, im- 
| pressed by the “indestructible smile and 
| ever-genuine kindness” of Scots fans, has 
| called for an inquiry into the “euphoric 
| effects”—more potent, it seems, than 
© Viagra or Prozac—of wearing a kilt. Scot- 
| tish fans who imbibe gallons of beer and 
whisky and who occasionally bare their 
| bottoms are readily forgiven. 

But then the French have always had 
| a soft spot for perfidious Albion’s north- 
| ern neighbours. “I do not think that any 
| Frenchman has ever come to Scotland 
| without feeling something very special,” 
| Charles de Gaulle enthused when he ad- 
| dressed the Scots in Edinburgh in 1942. 
| “No sooner has he set foot in this old and 
| noble country than he detects a multi- 
| tude of natural affinities between your 
| people and our own. And he is aware of 
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Perfidious Albion—and the auld ally 








the thousands of vivid, precious links in 
the Franco-Scottish alliance, the oldest in 
the world .. 

Some historians trace this amity back 
to a Scottish king, John Balliol, and = 
France's King Philippe le Bel—more than 
seven centuries ago. Others say the tradi: 
tion of friendship, cultural exchange and 
royal intermarriage began even earl: 
under Charlemagne, before 800. Wh 
certain is that for hundreds of ye 
Frenchman could count on a Scotsrr 
by his side in almost every big battle(oe 
ten against the English) until the Scottish 
and English thrones were united. unde 
James Vi of Scotland in 1603. 

In French historical memory, Scots. 
helped Joan of Arc kick the English out of 
France and let King Charles Vil have 
coronation in 1429. In return, Char! 
chose doughty Scots as his bodyguard 
tradition kept up by French kings for 13: 
years. And in 1559, the two kingdom 
were in effect joined when Mary Stu 
queen of Scots, became queen of Fr. 
once her husband, Francois I, ascended 
the French throne. During his brief reign, 
all Scots in France and all Frenchmenin 
Scotland were granted the same civic 
rights as the natives. 

Even after the Act of Union, the auld 
alliance was not entirely broken. It was...) 
to France that James I, last of Britain's -| 
Stuart kings, fled in 1688. It was from} 
France that Charles Edward Stuart 
Bonnie Prince Charlie—made the Stu- 
arts’ last bid to get back the Scottish 
throne in 1745. To this day, declaring 
yourself a Scot in France is likely to pro- 
voke a much warmer welcome than 
would be given to a mere Englishman. © 
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France 


Balladur, dur 
et pur 


PARIS 


CC WTS good that there are yellow 
Frenchmen, black Frenchmen, 
brown Frenchmen,” said Charles de Gaulle 
in 1959. “They show that France is oper, to 
all races—but so long as they remain a small 
minority. Otherwise France would no 
longer be France.” No one batted an eyelid 
at his proviso. Today, in some quarters, it 
would have been branded racist. 
Now a leading Gaullist, Edouard Balla- 
dur, a former prime minister and still an 
aspiring president, has stirred up a hornets’ 





















nest by calling for an independent com- 
mittee to examine the idea of “national 
preference”, whereby French citizens— 
meaning, in the popular mind, whit 
Frenchmen—would be given priority over. 
“foreigners” (especially, it is generally un- 
derstood, those of darker skin-colour) in 
jobs, public housing and welfare. Long the 
core of the programme of the far-right, xè- 
nophobic National Front, parties of the. 
mainstream right have hitherto shrunk 
from debating so touchy an issue. 
Bruno Mégret, the Front’s number two, 
welcomed Mr Balladurs proposal as a 
“sign that the Front’s ideas are advancing”; 
He has been angling for a pact with the. 
more nationalist bits of the mainstream 
right, which has been in a thorough mud- 
dle since its defeat in the general election a” 
year ago. But the left has lambasted Mr Bal 
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ladur for “surrendering” to 
Mr Mégret and his xeno- 
phobes. A newly formed 
group of Gaullists and 
other parties of the centre- 
right, calling itself the Alli- 
ance, said it would have no 
truck with the Front. So 
now it is squirming over 
Mr Balladur’s “purely per- 
sonal initiative”. 

What is going on? Some 
of Mr Balladur’s friends say 
he is raising the issue mere- 
ly to quash it. The upright 
Mr Balladur can hardly, 
they say, be accused of sym- 
pathy for the Front: only this spring, after a 
regional election, he refused to take the 
presidency of the Ile de France region 
(which surrounds Paris) if that meant ac- 
cepting votes from Fronters. 

Actually, Mr Balladur has flirted with 
national preference before. In a book that 
came out under his name in 1990, he sug- 
gested giving “priority to the French” in 





Balladur spots a black 


a Pa Saks 


jobs, housing and welfare, 
and admitted that it would 
mean changing the con- 
stitution’s definition ofhu- 
man rights. But the Front 
then seemed less of a 
threat, so his idea drew 
scant attention. In any 
event, Mr Balladur’s latest 
comments were by no 
means off the cuff. He 
strongly believes that the 
right must distinguish it- 
self from the left if it is to 
have a chance of power. A 
recent opinion poll shows 
nearly a third of the 
French—twice as many as vote for the 
Front—agreeing that jobs, houses and wel- 
fare should go first to “their own”. 

But Mr Balladur has unsheathed a dou- 
ble-edged sword. By taking one of the 
Front’s main policies seriously, he is surely 
making the party more respectable—and 
less awkward to vote for. No wonder Mr 
Mégret is delighted. 





Russia’s regions 


Naughty little tsars 


moscow 


Devolution is not always good for democracy 


J Meee president of the Russian autono- 
mous republic of Bashkortostan in the 
Urals managed to have himself re-elected 
last week after refusing to put on the ballot 
two opposition candidates who had been 
declared legitimate by the Supreme Court 
in Moscow. Meanwhile in Kalmykia, by the 
Caspian Sea, another island of autonomy, 
the president casually dismissed any sug- 
gestion that he had anything to gain from 
the murder of his main critic, a local editor. 

The two presidents concerned, Murtaza 
Rakhimov and Kirsan Ilyumzhinov (who is 
also, by the by, president of the world chess 
federation, FIDE), are local tsars who 
openly flout not only the their citizens’ hu- 
man rights but also Russia’s constitution. Is 
there any limit to their arrogance, ask out- 
raged metropolitan commentators? 

In these two instances, the Kremlin may 
yet take action. The barred candidates in 
Bashkortostan may be encouraged to con- 
test their exclusion. And Russia’s federal 
president, Boris Yeltsin, has ordered an ur- 
gent investigation into the death of the 
journalist in Kalmykia, Larisa Yudina. But 
the omens are not good: Russia’s local tsars 
all too often turn a deaf ear to the Kremlin 
with impunity. 

But not all regional bosses are untouch- 
able. Many of them, both allies and oppo- 
nents of Mr Yeltsin, have been ousted at the 
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ballot box. Incumbents have recently lost 
in Krasnoyarsk in Siberia, Penza in Russia’s 
heartland, Karelia on the Finnish border 
and North Ossetia in the Caucasus. 

A handful, however, have managed to 
entrench themselves—particularly in some 
of Russia’s ethnically labelled republics. 
President Mintimer Shaimiev, for instance, 
has turned Tatarstan into a kind of mini- 





state, complete with its own economic pol- 
icy. Neighbouring Bashkortostan, whose 
oil refineries are overseen by the ruthless 
Mr Rakhimov, is also fiercely autonomous. 
The presidential election there was a farce: 
Mr Rakhimov bullied what was left of the 
independent media, then won a two-man 
fight against a straw candidate who hap- 
pened to be his own minister of forestry. 

Kalmykia’s Mr Ilyumzhinov wins the 
prize for being Russia’s most eccentric lead- 
er, which is saying something. A Buddhist 
entrepreneur and chess fanatic, he stamps 
on anything that hints of opposition. When 
a newspaper, Sovietskaya Kalmykia, 
proved a damaging critic of Mr Ilyumzhin- 
ov’s regime, its staff were evicted in an at- 
tempt to shut the paper down. Doggedly, 
Mrs Yudina continued printing it in Volgo- 
grad (formerly Stalingrad), 320 kilometres 
(200 miles) away, and copies of the newspa- 
per were brought into Kalmykia by car.On 
June 7th, two Bashkortostan officials were 
formally charged with the outspoken edi- 
tors murder. 

In these instances, anxious tut-tutting 
from the Kremlin may not be entirely sin- 
cere. For both Mr Rakhimov and Mr Ilyum- 
zhinov have been good at providing what 
Mr Yeltsin and his friends have valued 
most highly: votes. In the 1996 presidential 
elections in Bashkortostan, for example, Mr 
Yeltsin trailed his Communist opponent 
badly in the first round. Mr Rakhimov, 
however, saw to it that the man in the 
Kremlin forged well ahead in the second. 

It may be proving harder, these days, for 
Moscow to control the outlying regions 
and republics. Sometimes rivals within the 
federal administration back opposing 
sides in the same dispute. In the recent elec- 
tion for the governorship of Krasnoyarsk, 
some Kremlinites backed the populist ex- 
general, Alexander Lebed, though for others 
(including Mr Yeltsin) he remains enemy 
number one—and a front-runner to win 
the federal presidency in tw6 years’ time. 

What if the regional bosses were to co- 
operate against the centre? That, certainly, 
is what the Tatar leader, Mr Shaimiev, has 
proposed. “Russia’s next president should 
be one of us,” he says. So far, however, he 
has not explained exactly how he intends to 
bring that about. Local leaders still tend to 
negotiate with Moscow one-to-one, often 
down red, Soviet-era, telephonic hotlines. 

Moreover, big careers still tend to be 
built in Moscow. “In contrast to the United 
States, a regional leader will never become 
a national leader in Russia, unless he first 
transplants himself into the Moscow fed- 
eral elite,” says Nikolai Petrov, a Moscow- 
based specialist on the regions. Most local 
bosses are likely to go on backing the big 
man in the Kremlin, so long as he does not 
interfere too much with them. Bad news for 
Russian democracy beyond the capital. 
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TENDERS 


The Israel Electric Corporation Ltd. 
The Organisation and Logistics Branch 
Logistics and Real Estate Division 



































1. The Israel Electric Corporation Ltd (IEC) hereby requests proposals for the execution of è lec 
helicopters as specified hereafter: insulator washing, wire stringing, thermographic inspections, 
and security patrols, fault location and passenger transport. 






he 


. The contract shall be for a period of three years with an option available to the TEC to extend t 
by an additional two years to be extended one year at a time, at IEC's discretion and as it se 


oe 


. The estimated time for commencement of the service is 1.5.1999. 
4. PRELIMINARY CONDITIONS: 


The IEC will not consider a bidder's proposal unless: 
4.1.The bidder has fulfilled the registration requirements of every register kept by Law in such tT 
the licences, authorisations and permits required by Law. 
It is hereby clarified that in order to participate in the tender, the bidder has to be the holder: of he 
part of an Israeli aircraft operators licence. 


4.2 The bidder has furnished all the authorisations required by the Public Bodies (Transactions) Œr 
Bookkeeping) Act, 1976. 
-3 A. The bidder has helicopter/s of the types, in the quantity/ies and with the operational capability 


each type of work for which he has submitted a proposal, all in accordance with the reqairement ofthe 
specifications. 



















Regarding this condition. the bidder has to prove that he has at his.disposal at least the following nun 
helicopters (helicopters which conform to the requirements of the different types of work in accordan: 
the specifications): 


1. A bidder who submits a proposal for all the types of work specified in the tender: 
2 helicopters. for insulator washing and 
| helicopter suitable for executing all the other types of work. 
2. A bidder who submits a proposal for only the insulator washing work: 
2 helicopters for insulator washing. 








3. A bidder who submits.a proposal for the insulator washing work and for one or more other type/s of work: 
2 helicopters for insulator washing and 
| helicopter suitable for executing the other type/s of work. 


4. A bidder who submits a proposal for all types of work (except for insulator washing): 
F helicopter suitable for executing the various works. 
* A bidder who submits:a proposal for external load operation work with a weight of up to 1.400 kg has 
to prove that, ìn addition to the helicopters specified above, he has another helicopter suitable for this’ 
work at his disposal. 


For purposes of this clause "at the disposal of the bidder" means that the bidder has rights of ownership and/or 
of lease and/or of use of the helicopters and/or the bidder has a contract to obtain the rights of ownership 
and/or of lease and/or use of the helicopters by not later than the date proposed in the bidder's organisation 
programme for obtaining licences for the helicopters for executing the service/s. 


B. The bidder has to attach to his proposal, licences, certificates and/or other documents which prove his rights 
as specified above in respect of each of the helicopters with which the bidder proposes to execute the service/s, 


5. The last date for submission of technical proposals is 13.00 hours (Israel time) on 17.8.1998. 


6. Technical proposals shall be placed in the bid box of the Tatbad Department of the Logistics and Real Estate Division 
of the HEC. 4th floor, Ashdar House, 90 Yigal Alon Street, Tel Aviv. 


7. The tender documents can be obtained until 6.7.98 between 8.00-15.00, Sun-Thurs.., at the offices of the LEC, 
Logistics and Real Estate Division, 90 Yigal Alon Street, Tel Aviv. 
The tender documents can also be obtained by letter or fax request, to be sent by courier. Such request should 
include forwarding address. 

Further details can be obtained from Mr Zvi Manor at: 
Tel: 972-3-5654918 
Fax: 972-3-5654930 ê 


The payment for the tender documents is NIS 2,188. This payment will not ber refunded. 






8. The IEC is not obliged to accept the cheapest proposal or any proposal whatsoever. 


9. The IEC reserves the right to conduct negotiations in those circumstances permitted under the law, 
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..| want to win. So Mr Schröder, you 


¿| tatingly bumptious than usual. 








Gerhard Schréder, serious in anticipation 


OMETHING serious has happened to Gerhard Schröder. The 
former enfant terrible of the German Social Democratic 
Party seems to have given up red wine (though not Cuban cigars) 
and, to the dismay of the press, he weighs his words far more 
<|. studiously these days. The influence of his new (fourth) wife Do- 
| ris, perhaps? Well, hardly. With awful clarity, it has dawned on 

| Mr Schröder how close he is to becoming chancellor. 

Why awful? Surely it is the job Mr Schröder has always 
wanted—or at least since that notorious night 16 years ago when, 
after a drinking spree with left-wing buddies, he clambered up 
| the chancellery railings shouting “Let me in!” Now, barring an 
| unexpected reversal, he looks well set to enter the sanctum in 
some triumph by the front door. With only 100 days or so left 
before the general election, the Social 
Democrats continue to ride high in 
the polls, while Helmut Kohl’s ruling 
| coalition goes on bungling its cam- 
| paign as though it does not even 


might think, must be even more irri- 


That he is just the opposite, in 
fact, has partly to do with the influ- 
ence of Helmut Schmidt, the Social 
Democrat who was chancellor from 
1974 to 1982. How so? Didn’t Mr 
Schröder, as the Marxist chairman of 
the Jusos (as the Young Socialists are 
still known) and later as a young 
member of the Bundestag, fiercely 
oppose Mr Schmidts backing for 
atomic power and deployment of 
NATO missiles? So he did—but two 
i decades later his outlook has 

changed. These days the ex-rebel, 
now premier of Lower Saxony, 
speaks with near-reverence of Mr 
| Schmidt's steady drive to forge closer 
| international economic co-opera- 
| tion, something he particularly 
| hopes to emulate once in office. And 
he listens carefully when the old 
man talks of the responsibilities and loneliness of the top 5p jobs 

Mr Schmidt, after all, lost power not least because he was 
| constantly at odds with his party and its chairman, Willy Brandt. 
| Mr Schröder, too, has got where he is as much by bludgeoning 
fellow Social Democrats into line as by embracing them. And in 
Oskar Lafontaine he has as party chairman an ally-cum-rival just 
as canny as Brandt was—and arguably more power-hungry. 
| Problems ahead? Certainly, Mr Schröders position is intrinsi- 
| cally weaker than Mr Kohl’s was when, already party leader and 
| with a nationwide network of friends and toadies in place, he 
became chancellor in 1982. It is thanks above all to that unri- 
valled early-warning system that Mr Kohl has survived so long. 

The Schroder of 1998 has in common with the Kohl of 1982 
| anall-but-complete lack of experience in foreign affairs, buthe is 


¿| working flat out to put that right. He has grinned before the cam- 


eras with Tony Blair, chatted with Bill Clinton and Boris Yeltsin, 
and has keynote speeches scheduled for gatherings in Stras- 
| bourg and Washington on the future of Europe and the transat- 
| lantic partnership. These may show. Mr Schröder at his most 
statesmanlike, but many pundits think the caution will not en- 
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dure. Mr Schrader, they point out, loves throwing his con 
able weight about; he would be the first chancellor of the 
war generation; and from next year the country will be 
from once-imperial Berlin, not from dozy little Bonn. The i 
cation is that Mr Schréder—and Germany—will forget h 
and become more difficult as partners.» 

In some ways the opposite may happen: Mr Schroder 
in 1944) saw nothing of the war but suffered plenty from 
fects. The father he never knew was killed on the eastern 
his early childhood was spent in dire poverty in a makeshi 
racks; and he had to leave school at 14 to earna living. Neiti 
nor his most likely foreign minister, Rudolf Scharping, nee 
memory jogged about what happens when Germany ti 

dominate or go it alone. Indee 
til quite recently most Social I 
crats needed a lot of persuadin 
German forces should playa’ 
international part, in Bosnian | 
keeping for instance. The Gree 
still, at best, ambivalent. So wh. 
happen if the Greens get the fi 
minister’s job in a coalition wi 
Social Democrats after the ele 
The firm, albeit unofficial, a 
from the Schroder camp is 
won't (repeat: won't). 

True, Mr Schréder lacks thi 
pathos on the “historic missio 
united Germany in a unite 
rope”. But, perhaps surprising 
does not go in for Mr Kohl's c 
“I want my money back” tub-tt 
ing over the Brussels budget : 
Why? He simply reckons th 
next-to-no chance of getting a 
such as Margaret Thatcher w 
Britain. If the Germans are tc 
their net contribution, as Mr | 
der hopes they can, then it v 
mainly through reform of the 
mon farm policy from whicl 
gain rather little. So that will t 
big priority when Germany takes on the presidency of the 
pean Union in the first half of next year. 

Likewise, the chancellor-in-waiting opposes delayir 
largement of the European Union to the east until Gern 
bilateral problems with the Czechs and Poles have been : 
out. Some weighty figures in the Bonn government (thou; 
Mr Kohl) favour just such linkage. Statesman Schröder cal 
“irresponsible”. It was the Social Democrats, he. recalls 
more or less invented Germany’s Ostpolitik. They do not: 
go cold on it now. 

Too good to be true? Mr Schroder’s skill as quick-chan 
ist is well documented. It can do him no harm just now ti 
figure of seemingly Olympian calm as the embattled M: 
huffs and puffs. But that is surely only part of the story. The 
Mr Schröder burrows into the European dossiers—abc 
those on how (and what) to co-ordinate in the £u in or 
create jobs—the more mind-boggling they must seem. TI 
toric decisions fell to Mr Kohl, he sighs. What comes now 
inglorious grind to make itall work. No wonder Mr Schri 
not his ebullient old self as that dream job floats ever near 
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ON A RELATED TOPIC, 


HOW'S YOUR SUPPLY CHAIN? 


Something as intricate as your supply chain cannot be easily simplified 
But PeopleSoft Supply Chain Management can introduce some sanity 
into the process. It encompasses everything from forecasting customer 
demand to delivering products on time. What's more, our experience 
across the entire enterprise allows you to integrate all aspects of your 
global supply chain, uniting your front and back offices. All you have 


to do is take the next exit: www. peoplesoft.com/sc or 1-888 


We work in your world 
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The global legion: it comes from everywhere, it goes everywhere 


The world as a single machine 


fien always frightens people. And today 
the world’s economy is going through two 
great changes, both bigger than an Asian financial 
crisis here or a European monetary union there. 

The first change is that a lot of industrial pro- 
duction is moving from the United States, Western 
Europe and Japan to developing countries in Latin 
America, South-East Asia and Eastern Europe; the 
classic example is the exodus of textiles from the 
rich world over the past two decades (see chart 1, 
next page). In 1950, the United States alone ac- 
counted for more than halfof the world’s economic 
output. In 1990, its share was down to a quarter. 
Even then, North America, Europe and Japan were 
between them still producing three-quarters of the 
world’s output. But, as DeAnne Julius and Richard 
Brown, twoeconomists working in Britain, pointed 
out in a famous essay in 1993, times are a-changing. 
Quite soon now, many big western companies will 
have more employees (and customers) in poor 
countries than in rich ones. 

The second great change is that, in the rich coun- 
tries of the OECD, the balance of economic activity 
is swinging from manufacturing to services (see 
chart 2, next page). In the United States and Britain, 
the proportion of workers in manufacturing has 
shrunk since 1900 from around 40% to barely half 
that. Even in Germany and Japan, which rebuilt so 
many factories after 1945, manufacturing’s share of 
jobs is now below 30%. The effect of the shift is in- 
creased as manufacturing moves from rich coun- 
tries to the developing ones, whose cheap labour 
gives them a sharp advantage in many of the repeti- 
tive tasks required by mass production. 
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These trends have caused an agonised debate 
about the “deindustrialisation of the West”. When 
the oil-price rises of the 1970s brought inflation to 
Europe and America, many people feared a rapid 
decline in manufacturing as output shifted to 
developing countries with cheaper labour. By the 
mid-1980s, a lot of Americans had come to believe 
that their country’s industry was being “hollowed 
out” as its basic activities moved to low-wage areas 
in Mexico and Asia. A sudden cancer, it seemed, 
had gripped the entrails of American industry. 

It was not like that. A change was happening, 
but it was not simply a destructive change, and it 
had already been happening for quite a long time. 
For years before the mid-1980s, the structure of 
American industry had been altering. The familiar 
picture of solid old companies like 1pm, General 
Motors and Ford pulling together for the greater 
good of corporate America had long since turned 
brown at the edges. International competition had 
arrived ages ago. 

Much of what an innocent American consumer 
might have thought of as “Made in America” was by 
1985 the product of factories in many different 
parts of the world. By 1990, 40% of 1BMm’s employees 
were non-Americans; Whirlgool, America’s leading 
supplier of domestic appliances, made most of its 
products in Mexico and Europe, having cut its 
American labour force by 10%; and General Electric 
was the biggest private-sector employer in Singa- 
pore, where American-owned factories employed 
Over 100,000 Singaporeans to make electronic com- 
ponents to be shipped to the United States. By the 
early 1990s about a fifth of the total output of Amer- 


Rich countries 
worry that 
manufacturing is 
passing into the 
hands of poor 
countries. It is, 
but it’s not a 
worry, says lain 
Carson 
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Casting off clothes 
Top textile-producing countries, % of total 
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ican firms was being produced by non-Americans 
outside America. As chart 3 on the next page shows, 
foreign investment in the past three decades has 
risen faster than trade and world output. 

American industry had for years been changing, 
as the low-cost production of things like textiles, 
clothing, shoes, handbags, car seats and electrical 
wiring migrated to Mexico. Much that wore a De- 
troit car maker’s badge or a computer company’s 
brand was really the product of an elaborate inter- 
national web of suppliers and assemblers. But it 
took a couple of decades for the politicians to real- 
ise what was going on. When they eventually did— 
as the car makers of Detroit and the computer com- 
panies of California imported more and more of 
their components, from axles to microchips—there 
arose desperate cries about “Japanese dominance” 
of high-tech industries and the “collapse” of much 
American production. And it was not only in Amer- 
ica that people were falling into despair. 

There is something curious about this. Why did 
French and Belgian politicians get themselves into 
a lather when Renault, France’s leading car maker, 
decided to close a factory near Brussels last spring? 
Why do fears of similar protests lead General Mo- 
tors and Ford to keep surplus capacity across Eu- 
rope, when a closer look at how many cars they can 
actually sell should lead them to axe their least effi- 
cient factories? 

The broad answer, especially in Europe, is that 
many people still vaguely believe that manufactur- 
ing somehow matters more than any other eco- 
nomic activity; that making things you can drop on 
your foot is in some way superior to fingering a 
computer or cutting somebody’s hair. Never mind 
that more than two-thirds of output in the OECD 
countries, and up to four-fifths of employment, is 
now in the service sector. Making things in factories 
is still what real men qo (as, 150 years ago, growing 
things in fields was what real men did). Quietly 
strip 3,000 jobs out of a national network of retail 
banks, and no one will raise an eyebrow. Open a 
telephone sales centre in the north-east of England, 
creating 3,000 new jobs, and it might get a mention 
on the local news. Close a steel mill, and the gasps of 
dismay go on for weeks. Open a semiconductor 
plant, and the hosannas echo for months. 


For most of today’s rich countries, there was in- 
deed a period when economic success was synony- 
mous with manufacturing. Plenty of Britons who 
have no memory of the real thing still feel a pang of 
artificial nostalgia about Birmingham as “the 
workshop of the world” and Clyde-built ships that 
ruled the waves. Moreover, success in manufactur- 
ing was linked to geopolitical power. The democra- 
cies were able to defeat Germany in two world wars 
because America’s industrial machine poured out 
such a flood of tanks and warships and bombers. 
Best of all, in some ways, manufacturing was for 
long a source of reasonably reliable and well-paid 
jobs for young men with plenty of muscle and little 
else. It still is, to some extent. “We employ the guys 
who are never going to be Microsoft programmers,” 
says one manufacturing boss at Chrysler. 


Itisn’t special 

So should the rich world worry that its manufactur- 
ing sector now seems to be migrating to low-wage 
competitors? Without big factories that ship steel, 
cars, machine tools and television sets to foreign 
customers, how can rich countries earn their keep 
in the world, finding the wherewithal to buy their 
food and oil and other raw materials? Ms Julius 
and Mr Brown, in that 1993 essay, called this the 
“Manufacturing is Something Special” argument. 
Manufacturing, in this way of looking at things, 
brings more growth, better-paid jobs, fatter export 
earnings and greater technological progress than 
any other economic activity. 

Not so, the Julius-Brown essay explained. A 
household can use only so many cars and refriger- 
ators and dishwashers in its members’ lifetime. As 
countries get richer, a rising share of income goes 
on holidays, health and education. Busy people 
want to hire other people to clean their homes, 
launder their clothes and so on. Anyway, many jobs 
traditionally thought of as part of “manufacturing”, 
such as the design and marketing of products, are 
really service jobs. As demand for them increases, 
these service jobs become better paid and more in- 
teresting compared with the drudgery of factory 
work—much of which is in any case moving over- 
seas. Services are growing fast as a component of 
international trade, encouraged by widespread de- 
regulation. The chunky, capital-intensive making of 
cars, chemicals and computers is starting to look 
middle-aged. If you want the vitality of youth, turn 
to things like telecommunications, aviation, bio- 
technology or the health-care industry. 

In all rich countries, manufacturing’s share of 
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total output is shrinking, and its payroll is shrink- 
ing even faster. The same thing happened with agri- 
culture. At the beginning of this century, 68% of Ja- 
pan’s labour force worked on the land, 44% of 
America’s and about 20% of Britain’s. Today, agri- 
culture accounts for only 7% of workers in Japan, 3% 
in America and 2% in Britain. Yet the fading of agri- 
culture did not bring impoverishment to these 
countries. Nor will the fading of factories. There will 
be other things for their people to do, which will 
bring comfortable incomes and may anyway be 
more interesting than hoeing fields or pulling le- 
vers on production lines. 

This survey will look at the ways in which man- 
ufacturing is changing in both rich countries and 
poorer ones. Its various stages are becoming sepa- 
rate and dispersed, rather than being under one 
roof, or inside one company. The distinction be- 
tween manufacturing and services is getting 
blurred. And, not least, new computer software is 
helping companies to organise themselves better 
around the task of serving their individual custom- 
ers; this is rewriting the rules of mass production. 

All this feeds back into the structure of manufac- 
turing. Whole industries no longer migrate, as ship- 
building did from Europe to Asia in the 1970s. 
Drawing on examples from the industrial heart- 
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land of America, from the maquiladora factories in 
Mexico and from the Hong Kong-based manufac- 
turing network, the survey will argue that today 
manufacturing is becoming a genuinely interna- 
tional affair. The fancy work gets done in rich coun- 
tries by skilled workers, the simpler parts elsewhere 
in the global supply chain. More and more of the 
process is handled by multinational companies, 
quick to see what is best done where. There is noth- 
ing to fear in this. Any country that is willing to use 
the skills it possesses will gain from joining in. 





The way it was 


T THE start of the 20th century, industry in 
America, Europe and Japan was beginning to 
assemble itself into large groups. America’s cartel- 
busting Sherman act of 1890 fell victim to the law of 
unintended consequences by promoting a merger 
boom. If competitors could no longer collude, they 
could combine; and they did. 

Robert Reich pointed out in his 1991 book, 
“Work of Nations”, that as early as 1904 a third of 
all American manufacturing was carried out by 318 
firms with a combined capital of $7.3 billion ($121 
billion in today’s terms). Tariff barriers kept up do- 
mestic prices, so it often made sense to buy up your 
supplier. When US. Steel found it expensive to im- 
port coal and iron ore from Canada, it bought iron 
and coal producers in Pennsylvania. Vertical inte- 
gration—huge corporations controlling every stage 
of production from raw materials to finished 
goods—had been born. 

Add the moving assembly line, and you had 
cheap mass production. Henry Ford brought in as- 
sembly-line production in 1913 after visiting the 
Chicago slaughterhouses. He had watched cow car- 
casses being carried down a line on which they 
were systematically stripped and hacked to pieces. 
He decided he could make large amounts of money 
by doing it with cars instead of cows, and using the 
technique the other way round—starting with small 
components, and building them into an entire car. 

This was how General Motors and then U.S. 
Steel, General Electric, American Can and Interna- 
tional Harvester were born. In Japan, similar 
consolidations produced zaibatsu giants like 
Mitsubishi and Kawasaki. In Europe came Sie- 
mens, Brown Boveri, Philips, Compagnie Générale 
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d'Electricité, Imperial Chemical Industries. 

These companies became national champions, 
and they had an unwritten contract with their gov- 
ernments, America’s big companies organised the 
production of goods in huge volumes; the econo- 
mies of scale brought down the costs of production; 
the American purchaser could go shopping more 
cheaply. Prices would be set high enough, of course, 
to provide for investment in new machinery and to 
give shareholders comfortable dividends (and to 
pay salaries and wages good enough to keep man- 
agers and workers reasonably happy). In return, the 
government would ward off competition from 
abroad, and tolerate some price collusion at home. 
By the time of the New Deal, in the early 1930s, these 
giant corporations were national institutions. In 
the end what was good for General Motors was in- 
deed, up to a point, good for America. Only 4% of 
cars bought in America were made abroad; the rest 
came from the Big Three car companies in Detroit. 

A similar process took place in Europe and Ja- 
pan. In each industry, two or three big companies 
became dominant. Wages were set for the whole in- 
dustry, rather than company by company, which 
limited competition in costs. With little compe- 
tition from abroad, prices could be co-ordinated. As 
Mr Reich put it: “The system contained its own in- 
ternal logic. Big Business, Bid Labour and the public 
at large would subsidise high-volume production 
in order to gain greater efficiencies of scale, which 
in turn would employ a growing middle class of 
Americans capable of buying the expanded output. 
It was a truly national bargain.” 

But it was doomed. These same American com- 
panies had gradually put down roots abroad. Soon 
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they discovered that they could make goods in their 
foreign subsidiaries, ship them to America, and sell 
them at a bigger profit. And the foreigners, learning 
the lessons of American capitalism, were ready to 
compete. American consumers began to see that 
out of Japan were coming cheaper cameras and 
television sets. Container ships and better telecom- 
munications shrank the world. A growing range of 
goods could be made where it was cheapest to make 
them, and then shipped anywhere in the world. 
Here, at last, was true competition. 


The lesson written in red ink 


In the way of these things, people were slow to see 
what was happening. The reality for long remained 
buried in the accounts of the big corporations. Rich- 
ard Schonberger pulls it together in a new book 
(“World Class Manufacturing: The Next Decade”, 
The Free Press, $30). He cuts through obfuscatory ac- 
counting to focus on one basic indicator of the 
health of a manufacturer. How many times in a 
year does a company turn over its stock of the raw 
materials and other things it converts into finished 
goods? The faster the turnover, the more efficient 
the company; and, other things being equal, the 
more money it should make. 

As chart 4 suggests, manufacturers’ perfor- 
mance in this matter has gone through a V-shaped 





Motoring lessons 


HE tremor that ran through Detroit in early 

May, when Chrysler said it was merging with 
Germany's Daimler-Benz, was the latest of a series 
of shocks to the heart of the world’s car industry. The 
making of cars is not just the biggest single chunk of 
manufacturing. It is also something other parts of 
industry keep a nervolis eye on. What the car world 
does can often win zealous imitation. 

In the 1970s, most car factories were chaotic 
places. Outside, thousands of unsold vehicles sat 
waiting to be ordered. Inside, bits and pieces of 
would-be cars littered the floor among the fag-ends. 
Beeping fork-lift trucks wended their way up and 
down the line. There was plenty of hard physical 


¥ ad 


pattern since 1945. For a couple of decades, their 
stock turnover grew slower and slower. Then began 
the necessary reacceleration: first of all, as you 
might guess, in Japan. The Japanese began the intro- 
duction of “lean” manufacturing techniques—the 
habit of carrying minimal stocks, having parts de- 
livered direct to the assembly line “just in time”, 
and making sure the quality was right from the 
word go. It took American manufacturers until 
about 1975 to see the point, when competition from 
sharpened-up Japanese companies really began to 
bite. 18m’s downward slide, having started later 
than that of some other big companies, also went 
on longer, reaching its nadir in 1984, Mr 
Schonberger says: that is how a once-great company 
was brought to its knees by newcomers in the per- 
sonal-consumer market, such as Compaq. 

Mr Schonberger reckons it was the growing 
adoption of Japanese “lean methods” that caused 
the improvement discernible in America from the 
late 1970s onwards. He cites star performances by 
Ford Motor, John Deere (farm machinery), TRW (an 
electronics and engineering conglomerate), Eaton 
(axles) and PepsiCo. He also gives good marks to 
Cummins Engine, Caterpillar, Black & Decker, 
Motorola (microchips and electronics products), 
General Mills (food products) and Honeywell (in- 
dustrial control equipment). 

Looking back, he sees the 1970s as Japan’s de- 
cade. Having invented lean manufacturing, it 
could invade the markets of America and Europe 
with a formidable array of manufactures ranging 
from steel plate and ships to cars, calculators and 
televisions. But then the tide turned. The Americans 
had caught the point. From the mid-1980s to the 
mid-1990s was America’s decade. Just when Ameri- 
can magazines were writing agonised stories about 
the “hollowing out” of American industry and their 
country’s loss of competitiveness, American indus- 
try was starting to prove their lamentations wrong. 

The rest of the survey looks at how these pres- 
sures affect manufacturing in different parts of the 
world, and how companies respond to them. The 
best place to start is the American Mid-West, the 
one-time “rust-belt” where in the mid-1970s the car 
industry and its suppliers in the engineering indus- 
tries were falling into decline. It took an invasion of 
new capital—and new ideas—to rescue them. 





work being done by half of the workers, admiringly 
watched by the other half, who had time to stand 
and stare. Even ten years ago, car factories anywhere 
were a noisy mess. In the older Nissan factories 
around Tokyo Bay, body panels used to be welded 
together by manic robots in a flurry of sparks and a 
deafening whirl of metal and machinery. Enter a 
Russian car factory today and you will see the same 
scene. Or go round General Motors’ ageing main as- 
sembly plant in the suburbs of Sao Paulo, in Brazil, 
and you will need headphones to hear what your 
guide is telling you above the clamour of the vast 
presses stamping out body panels with 300-ton 
blows, the power of a jumbo jet taking off. 
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But visit a modern Nissan factory in America or 
in north-east England, and you will relish the calm. 
The same is true in non-Japanese factories. In Eu- 
rope’s newest big one, at Melfi, between Naples and 
Bari in the south of Italy, there is hardly any noise. 
The whirling robots welding the panels sit in a 
semi-basement. Engines, gearboxes, axles swoop off 
a conveyor to be pinned quietly into place. There 
are few workers in sight, except at the end of the as- 
sembly line where wheels, windscreens, dash- 
boards, seats and interior linings are stuffed into 
the freshly made shell as it becomes a Fiat car. A 
finished car rolls off the line every minute. 


| Astlice of the lean, please 

The difference between the noisy, confused old fac- 
tory and the smooth-flowing world of the modern 
ones is the subject of what may be the most impor- 
tant book about manufacturing of the past 20 years. 
When James Womack, Daniel Jones and Daniel 
Roos wrote “The Machine that Changed the World” 
in 1990, they were not writing about the motor car 
itself. They were describing the Toyota Production 
System (TPs), which had created the most efficient 
car-production system in the world. Much of what 
they first described in that book is now part of ev- 
eryday business language. 

The authors used the phrase “lean production” 
to describe the essence of the Toyota system, first 
developed in the 1950s by a Toyota manager called 
Taiichi Ohno. With “just-in-time” delivery came the 
biggest influx of Japanese vocabulary into English 
since the importation of judo. Soon factories in 
| America and Europe were using kanban controls— 





Caterpillar’s comeback 
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Now that’s what you might call lean consumption 


tags to control the flow of parts—and were practis- 
ing kaizen, the process of continuously seeking 
small improvements to gain greater efficiency, bet- 
ter ergonomics and higher quality. 

Messrs Womack, Jones and Roos compare lean 
manufacturing with the old system of craftwork, 
and with Henry Ford-style mass production. The 
craft producer used skilled workers and flexible 
tools to make exactly what his customer wanted— 
one piece of, say, custom-made furniture at a time. 
It was good, but it was dear. Mass production made 
things cheaper. It used purpose-built machinery op- 
erated by workers each of whom did one particular 


47 robots will weld it to another chunk. 
The sgv finds its way around with the 
help of laser beams and bar-codes at ev- 











HAT do you do if your main com- 

petitor is a mighty Japanese com- 
pany, if your main factories are in the 
part of America where the United Auto 
Workers’ writ runs, and if you have been 
losing $ım a day for three years? That 
was the question facing Caterpillar, a 
company that makes some famous 
earth-moving equipment, back in 1987. 
It had to do something, or die. 

So Caterpillar’s bosses took on the 
union, and struggled through America’s 
longest strike, which started in 1991 and 
went sporadically on until the end of 
1995. In March this year the company 
eventually got the flexible, seven-year 
deal it wanted with the UAw; in return, 
wages and conditions have been im- 
proved and the strikers are being em- 
ployed again. In April Caterpillar re- 
ported a pre-tax profit of $2.4 billion on 
sales of $19 billion, a rise in profits of 
155% over five years. How did it do it? 

Although nearly halfits sales are out- 
side America—it also has factories in 
Belgium, Brazil and Japan—the heart- 
land of Caterpillar is Illinois, home to 12 
of its 38 American factories. Twenty 
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years ago you could not see across the 
welding hall of the plant in Aurora, IIli- 
nois, because of the smoke. Today, the 
welding hall is completely clear; the gi- 
ant slabs of thick sheet steel are quietly 
cut into shape by high-voltage plasma 
guns, which produce a much more pre- 
cise cut and no smoke. 

It used to take 6,000 workers 25 days 
to get one big back-loader through the 
plant. Today 3,000 workers can get it 
through in six days. They are not super- 
men, just rangy mid-westerners sport- 
ing the grizzled Kris Kristofferson look 
and an air of unhurried effort. But the 
way they work is different. 

No longer do piles of metal parts lie 
around. Inventories have been cut by 
60%, and the floors are clear. Some parts 
are carried silently overhead on con- 
veyor belts; heavier sub-assemblies @re 
driven around in ghostly self-guided ve- 
hicles (sGvs). These creatures are sum- 
moned up byan operator at a computer 
terminal who notes that a given chunk 
of metal has finished being drilled, 
milled, ground or bored and is ready to 
move on to another place, where one of 


ery junction on the production lines. 
Caterpillar started spending $250m on 
such equipment ten years ago to make 
Aurora a “plant with a future”. 

The giant things made in Aurora are 
the responsibility of Bob Weng, a prod- 
uct manager with worldwide respon- 
sibilities. Until Caterpillar was trans- 
formed, he would have been flanked by 
colleagues responsible for engineering, 
production, marketing and so on. Now 
he takes the decisions. The new set-up, 
he says laconically, “clearly connects ac- 
tions and words.” 

In the old days, it could take up to 
ten years for Caterpillar to design and 
introduce a new machine. Now it takes 
as little as 27 months. Engineers go out 
to building sites around the world to 
stand and stare at customers using their 
products, to see if they can work out 
ways to improve them. The Caterpillar 
people do not find that phrases like 
“customer-based processes” trip lightly 
off their tongues. But the company that 
came back from the dead is a fine exam- 
ple of how to be a successful global con- 
tender in modern manufacturing. 
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thing. To make sure the expensive machinery was 
used as productively as possible, a continuous flow 
of materials had to be fed into it. Costs fell dramati- 
cally, but production runs were inflexible; to vary 
the product even slightly, the expensive machines 
had to be re-set, and that could take ages. 

The aim of lean manufacturing is to combine 
the best of both craftwork and mass production. It 
sets out to use less of each input: less labour, less 
machinery, less space, less time in designing prod- 
ucts. Mass production concentrates on reducing de- 
fects to a tolerable level. Lean production seeks to 
eliminate all defects; if something goes wrong, a 
worker can pull a cord, a tandon, and the whole 
line stops while the fault is identified and put right. 
An old car factory would have produced a complete 
afternoon’s worth of cars with the same defect. In a 
lean factory, the mistake is nipped in the bud. 

It is also more economical. Lean manufacturing 
rejects the old idea of making things in huge 
batches, which requires holding large buffer stocks 
of materials and components between each stage of 
the production process. Now each act performed in 
the factory is, as it were, done on demand. When so 
many cars of such-and-such a model are ordered, 
the body panels, engines, gearboxes and wheels are 
sucked on to the production line just in time to 
keep pace with the assembly of the whole car. The 
process eliminates waste by making only as much 
as is wanted at any given time; gone are the costly 
piles of work-in-progress that used to litter the fac- 
tory floor. The change has doubled productivity in 
some car plants in America and Europe. 

Lean production came to America and Europe 
when Americans and Europeans observed Japa- 
nese methods at close hand in the factories that 
Honda, Toyota and Nissan had built to assemble 
cars in their countries. The first serious go at the 
idea outside Japan was a joint venture between 
Toyota and General Motors at Fremont, near San 
Francisco. It destroyed the widespread idea that the 
Toyota system could work only with squads of 
humble, drilled Japanese. The Fremont experiment 
showed that Americans could make cars as effi- 
ciently as Japanese—if they were shown how. 


The f. 

Most and least 

car plants, 1997, workers per vehicle 
0, to 2's 3 96 





At first, American companies were slow to di- 
gest the lesson. But the Japanese had by now plenty 
of their own factories in America. They kept clear of 
Detroit: the closest they have gone to the traditional 
heart of the American industry is the original 
Honda factory in Marysville, Ohio, and since then 
Nissan and Toyota have headed farther south, to 
Tennessee and Kentucky, to sites beyond the reach 
of the United Auto Workers. Helped by the fact that 
only three of the 16 foreign-owned car factories in 
America have union representation, Japanese car 
production in America has soared from 1m a year 
in 1989 to 2.5m today. 

America’s Big Three had no choice but to change 
their ways. Japanese cars made in America, unhin- 
dered by import duties or voluntary export limits, 
could compete head-on with Detroit. So America 
embraced the revolution in manufacturing tech- 
niques. Europe, as usual, followed America. Nowa- 
days American car production, if still less efficient 
than Japan’s (see chart 5), is far more competent 
than it used to be; the same is true of Europe’s. And 
the art of lean manufacturing is spreading from the 
factory into other parts of the business, and from 
the car world to other industries. Once again, to- 
morrow is looking brighter than yesterday. 





No factory is an island 


ANUFACTURING used to be pretty simple. 
The factory manager or the production di- 
rector rarely had to think about suppliers or cus- 
tomers. All he did was to make sure that his machin- 
ery was producing widgets at the maximum hourly 
rate. Once he had worked out how to stick to that 
“standard rate” of production, he could sit back 
and relax. Customer needs? Delivery times? Effi- 
cient purchasing? That as what the purchasing de- 
partment and the sales department were there for. 
Piles of inventory lying around, both raw materials 
and finished goods? Not his problem. 

Now it is. The 1980s were the decade of lean pro- 
duction and right-first-time quality management. 
In the 1990s the game has grown even tougher. Cus- 
tomers are more and more demanding. They in- 
creasingly want the basic product to be enhanced 


by some individual variation, or some special ser- 
vice. Companies sweat to keep up with their de- 
mands, in terms both of the actual products and of 
the way they are delivered. A world-wide survey of 
over 900 manufacturing companies by Deloitte 
Consulting has found that, though the companies’ 
products seemed better than ever before, customer 
dissatisfaction has kept on growing. 

The solution lies in “mass customisation”. This 
means making basically similar products in hun- 
dreds, even thousands, of variations to suit specific 
customers’ needs. Some customers want deliveries 
in small lots at short order. Others will take bigger 
deliveries less frequently. Either way, of course, they 
want it at mass-production low prices. The only 
way to have any chance of satisfying them is to 
spread lean-production techniques throughout the 
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whole company, not just the factory. 

The factory no longer stands aloof from the 
grubby business of haggling with suppliers and cus- 
tomers. “About 15 years ago,” recalls Dale Marco, a 
senior consultant at A.T. Kearney, a Chicago firm 
that specialises in manufacturing practice, “we be- 
gan to see you couldn't really separate physical dis- 
tribution and manufacturing. From there came the 
recognition that you had to see them both as part of 
a supply chain.” 

The new way of doing things connects the fac- 
tory to its suppliers upstream and its customers 
downstream. Daniel Jones and James Womack, two 
of the authors of “The Machine that Changed the 
World”, returned two years ago to lean techniques 
in a second book, called “Lean Thinking” (Simon & 
Schuster, £16.99 or $26), which applies the idea to 
the whole company. They examined, for instance, 
the various processes required to put a can of coke 
on the shelf of Tesco, a British supermarket group: 
the “value chain”, as they called it. 

A team of researchers from Cardiff Business 
School found that the chain of actions required to 
make the can—starting at the bauxite mine in Aus- 
tralia, and passing through the various smelting 
and rolling processes to the manufacture of the can 
itself, printing its label, filling it with the cola drink 
and getting it into somebody’s refrigerator—took 
no less than 319 days. Making the can took far 
longer than making the coke. But, even so, only 
three hours of that time was spent in doing some- 
thing that actually added value. The rest was spent 
in storage and transport; as many as 14 storage lots 
and warehouses were involved. 

The blame for this apparently wasteful way of 
doing things lies with the huge and inflexible ma- 
chinery needed for long production runs, in order 
to capture the economies of scale. This is the so- 
called “batch and queue” system common to most 
forms of manufacturing. Unfortunately, it requires 
the piling up of large buffer stocks of raw materials 
and component parts to make sure the machinery 
can be continuously fed. Each of the seven main 
links in the cola-bottling chain naturally seeks to 
maximise its own return on capital. 

The aim of the Tesco analysis was to see whether 
some of these economies of scale, at one or another 
of those seven links, was outweighed by the waste 
involved in all the handling and storing required. 
Since the book came out, Mr Jones says that Tesco 
has made some progress in reorganising its ship- 
ments so as to cut out wasted time. “The way to do 
this”, he says, “is not to start at the raw-material end 
but to work your way up the chain from the store.” 
In time, he suggests, some of the suppliers may use 
smaller and cheaper machines, in themselves less 
economical than mass-production ones, which 
may nevertheless cut the cost of the total operation. 


The magic offered by software 


As companies tear down the walls between the dif 
ferent parts of their work, they are realising that the 
various parts need to share the same flow of in- 
formation. Hence the explosion in manufacturing 
software programs which let them integrate their fi- 
nancial data with payrolls, manufacturing and in- 
ventory records, purchasing information and the 
rest of it. This is known as Enterprise Resource Plan- 
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ning, ERP: the magic tool-kit needed to spread lean 
thinking throughout a company. Would-be lean 
companies, from Toyota to the latest recruit, are 
scrambling to have ERPs installed on their per- 
sonal-computer systems. The software comes from 
companies such as sap, the German leader in the 
field, Baan, PeopleSoft and Oracle. 

An ERP is supposed to take into account all sorts 
of numbers, so that a company can know how effi- 
ciently it is using its various resources—people, 
money, machines—to satisfy its customers. If all as- 
pects of the company are recorded in the same soft- 
ware, it is easier to keep the whole manufacturing 





All done in a flash 


operation in balance and to keep work flowing 
smoothly through the factory. Bottlenecks and im- 
balances show up quickly, and can be put right. 

Needless to say, for every dollar a company 
spends with a software company to buy its ERP pro- 
gram, it finds itself paying another six to a manage- 
ment consultancy to adapt the program for its fac- 
tories. No wonder these consultancies speak of ERP 
in reverent tones. But putting all the company’s in- 
formation into one giant software program is not 
without risks. “It’s like pouring concrete over your 
business plan,” says one now-sceptical expert, Da- 
vid Upton of Harvard Business School. 

ERPS may or may not be the answer for compa- 
nies that want to become lener and nimbler. But 
there are other means of improving the way they 
buy their components and their raw materials. The 
Internet is giving a huge boost to the process. By us- 
ing the Internet, or various private extranet systems 
based on it, companies can deal more directly with 
their suppliers to improve deliveries, stock levels, 
designs and lead times. Even better, they can use the 
networks to get lower prices by holding electronic 
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Bliss it ain’t 


NTHUSIASTS for lean production 

in factories often make it sound as if 
it were heaven on earth for workers as 
well as managers. For Daniel Jones and 
James Womack, the authors of “Lean 
Thinking”, lean production is all about 
jolly teams of problem-solvers working 
together to improve products and pro- 
cesses. If only. They should watch the 
stampede for the door when the hooter 
sounds for the end ofa shift. 

Richard Delbridge of the University 
of Cardiff Business School has made a 
systematic study of the reality on the 
shopfloor, and tells the story in a recent 
book, “Life on the Line in Contempo- 
rary Manufacturing” (Oxford University 
Press, £35). A sociologist, Mr Delbridge 
spent several weeks working in two fac- 
tories, one a car-parts maker in South 
Wales, the other a television assembly 
plant in the south of England. 

Both, more or less, used Japanese 
lean-manufacturing techniques, just-in- 


time production, total-quality manage- 
ment and so on. But the shopfloor work- 
ers were less than fully committed to the 
view that their interests and the compa- 
nies’ were one and the same. Mr Del- 
bridge notes their chafing at the endless 
attempts to shave a fifth of a second off 
some task on the line, and their dislike 
of being bossed around. “They treat us 
like children the way they talk to us,” ex- 
plained a mother of four at the televi- 
sion factory. Another, after saying that 
they were supposed to work as a team, 
complained of the managers: “They 
should try doing these jobs. They just 
stand there over you, telling you what to 
do. They just don’t understand it.” 

The workers in the car-parts com- 
pany seemed to have kept more control 
over their life on the line. But that did 
not stop resentments building up. Just 
before Christmas, a quality inspector 
thought of as a management lackey was 
tied up and dumped in a rubbish bin. 








y a 


Just give him a break 


He was rescued by a watchful security 
man. But one of his colleagues was put 
into a consignment of parts headed for 
Birmingham, and found only at a gate 
inspection. Just in time, indeed. 





auctions for the supply of basic components. 

Leading the way is a system known as Automo- 
tive Network Exchange, which America’s Big Three 
car companies started as a pilot scheme in January 
and are due to put into operation with most of their 
suppliers this summer. Next year they plan to ex- 
tend it to Europe. Any company wishing to sell to 
the Big Three will then have to get online, and be 
ready to settle down to some serious electronic bar- 
gaining. Other industries have happily taken up the 
idea. Boeing already runs its spares business 
through an extranet. General Electric has one of the 
biggest systems in the whole of manufacturing for 
dealing with its suppliers. 

All this should produce huge benefits. It will 
make it easier and swifter for the assembly-line 
companies and their suppliers to work in partner- 
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You want your salmon grilled? Fried? With mayonnaise? 





ship. Engineering designs on the web will save time 
and money by cutting out a whole series of meet- 
ings and consultations. By turning many car farts 
into commodities that can be bought and sold at 
auction, the web will make the market more open, 
competition keener and prices lower. The old ways 
of buying and selling were time-consuming and ex- 
pensive. The new way opens the door to the “mass 
customisation” that lean producers now dream of. 

None of this will make a byte’s worth of differ- 
ence, of course, unless manufacturers are nimble 
enough to seize the opportunities technology is of- 
fering them. After years of downsizing, rightsizing 
and all the rest of it, this might seem just another 
pointless redrawing of organisational charts. Not at 
all, Mr Schonberger vigorously replies. 

He maintains that the essential thing is for ev- 
erybody in a company to understand how a busi- 
ness runs itself successfully. Out, he says, with man- 
agement by edict and by procedures: that is just a 
way for bosses to tell everyone below them what to 
do. In the new century, Mr Schonberger wants man- 
ufacturing to be a process in which the only objec- 
tive is to meet the customers’ needs, in which all the 
assorted kinds of workers feel involved in the task, 
and in which they are able to make use of an array 
of facts and data supplied on electronic platters. 

So how does a company get this way? By or- 
ganising production around customers, not the 
other way round. Sometimes this can mean moving 
halfway across the world. Not only do companies 
have to chase cheap labour for the simpler parts of 
their new global supply chains; they also have to 
bow to the customers’ demand that they provide 
product and service on the customers’ doorsteps. 
The next two articles look at what this is likely to 
mean in the next stage of the manufacturing story. 


tll 
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The Tijuana triangle 


NE night in 1959, a Mexican teenager was at a 
party in San Diego in southern California. 
Among the cool new American friends 19-year-old 
Enrique Mier y Teran made that night was a 20- 
something American who said he was in business. 
What business? “I have a factory making pincurl 
clips,” said the American. This was still the 1950s, 
and the wannabe Rita Hayworths of those days 
needed something to control their huge hair bangs. 
Enrique laughed out loud. Offended, his new 
friend invited him to visit his factory the next day. 

As he went round the plant, he asked the Ameri- 
can how much he paid the 500 girls who operated 
the simple machinery and assembled the plastic 
clips. The answer was $65 a week. “I could get peo- 
ple to do that for 16 Mexican dollars a week,” said 
Enrique—a 50th of what the American was paying. 
So the American lent Enrique two machines, and 
he started making pincurl clips in an old shed just 
over the border in Tijuana, to sell in America. He 
paid no Mexican duties on the imported parts, be- 
cause he was in a free-trade zone by the border; and 
the American customs were persuaded that the 
plastic parts were going south for “repair”, which 
got round American duties on re-entry. As the busi- 
ness grew, he got his businessman father to help 
him. Thus was born one of the first maquiladora 
factories along Mexico’s border with the United 
States. Now Mr Mier y Teran owns an industrial 
park and a consultancy which advises multination- 
als around the world how to do today what he 
started doing 39 years ago. 

The locals say this is the busiest border in the 
world. Last year 56m people and nearly 1m laden 
trucks crossed into the San Diego area from Mexico 
(they don’t count the southbound traffic). A huge 
sprawl of maquiladora factories have grown out of 
those pincurl clips. Today nearly 4,000 such firms 
employ nearly 1m workers in Mexico, making 
goods whose value-added worth is over $7 billion a 
year. That puts them second only to oil in the Mexi- 
can economy. Almost half of them make textiles or 
consumer electronics. They are here because this 
border is a place where the rich world and the poor 
world touch hands. With Mexican wages only a 
quarter of American ones, that permits a spectacu- 
lar expression of the law of comparative advantage. 

Put it another way. In deciding where to put a 
new factory, a company has two main things in 
mind. It wants the cheapest possible labour costs. 
But it also wants to be close enough to its markets to 
respond to them swiftly and not to spend too much 
on getting its goods to them. The Mexican border- 
land provides American companies with a wonder- 
ful way of combining those two desirable things. 

Matters have changed since 1959, of course. In 
the pincurl-clip days, when production was very 
basic, American companies would ship part-fin- 
ished textiles or toys across the border so that hun- 
dreds of little Mexican sweat-shops could do the la- 
bour-intensive parts of the manufacturing job and 
then ship them back, sometimes before sundown 
the same day. The business grew more sophisti- 
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cated when it was agreed that the materials and 
parts needed for manufacture could be imported 
free of normal duties for up to a year. When the fin- 
ished goods produced by Mexican labour are ex- 
ported from Mexico, duty is now charged only on 
the value added in that country. Bingo. Cheap la- 
bour, markets to hand, and a relaxed approach to 
what you are obliged to pay the government. 
Among the early arrivals were American car- 
parts makers seeking cheap and nimble Mexican 
fingers to assemble seat covers, or tie together the 
kilometres of electrical wiring that go into every 
modern car. Then came American car-assembly 
plants. And in the past few years the Americans 
have been followed by a wave of investment from 
Japan and other Asian countries. These came for the 


When Japan came to Mexico 


same two reasons that had pulled in the Ameri- 
cans—cheap labour and modest transport costs. 
The Japanese found they needed to pay local work- 
ers little or no more than they had been paying 
those in South-East Asia. The South Koreans joined 
in when their wage costs at home started to climb. 
They both relished the idea of producing things in- 
expensively on the doorstep of the United States. So 
now you have the Tijuana triangle: American mar- 
ket, Asian investment, and Tijuana production. 

The area around Tijuana, in the Mexican state 
of Baja California, is home to the biggest group of 
maquiladoras, about 1,000 firms employing 
200,000 workers. Across the low, bare hills on the 
eastern outskirts of Tijuana spreads a rash of new 
factories and housing devel€pments. The big prod- 
ucts here are consumer electronics, notably televi- 
sion sets, of which some 15m are exported every 
year, mostly to the United States. 

Among the Korean companies operating in the 
area is Samsung, here since 1988, which makes cam- 
eras and television monitors in a huge $2 billion 
plant. Hyundai has a large factory that manufac- 
tures transport containers and lorry trailers. The 


Mexico’s northern 
border is modern 
manufacturing on 
the move 
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watch-towers manned by guards which ring these 
huge complexes give them an uncomfortable re- 
semblance to labour camps. The Koreans’ manage- 
ment style can be harsh; protests against it have led 
to a number of fierce labour disputes. 

Japan is represented by consumer electronics 
firms such as Sony, Hitachi, Matsushita and Sanyo; 
the latter is the area’s biggest employer, with 4,500 
workers. About 18 months ago Sanyo North Amer- 
ica moved its headquarters from New York to the 
outskirts of San Diego. There sits its chairman, 
Motoharu lue, just round the corner from Sanyo’s 
little factory on the American side of the border, 
where 100 workers produce a daily output of 800 
mini-fridges (the sort that distinguish some hotel 
rooms from prison cells). A mile or so down the 
road 650 Mexicans produce 6,000 of the same 
things a day, for wages that are barely a fifth of what 
the workers in the American factory get. That the 
latter still exists seems rather quixotic. 

Sanyo’s biggest product in Tijuana is television 
sets; its output of 3.5m sets a year is beaten only by 
Sony's 6m. Mr lue says that his company used to do 
all its television work inside the United States; now 
it does only some final assembly in Arkansas. Like 
many bosses in Tijuana, he is keen to tell you that 
wages are a small proportion of his total produc- 
tion costs, around 10%, and that the real attraction 
of Tijuana is cheap materials and components and 
the fact that it is easy to run just-in-time production 
systems here. This is somewhat disingenuous. One 
reason why wages are so small a part of total pro- 
duction costs is that the wages are so low. And his 
suppliers can provide those cheap components 
partly because they too pay such low wages. 


But evening approaches 


As you walk around Sanyo’s television plant, 
though, you are struck by the amount of automa- 
tion used in making the “mother boards” that are 
the electronic innards of a set. Row upon row of 
state-of-the-art automatic insertion machines whirl 
and turn their little working heads to pop 16,000 
pieces of circuits and micro-electronic devices into 
place every hour. Downstairs, where some of the 
clunkier gadgets (things the size of an aspirin tablet) 
are plugged in by hand, there is another sign of 
creeping automation. One line has about 20 work- 
ers; but another has machines doing the jobs for- 
merly done by 18 employees, with only one worker 
stationed at each end to make sure all is going well. 
Which shows that even in places like Tijuana, 
the heartland of the maquiladoras, the stern laws of 
economics are at work. Once purely an area of low- 
wage, low-value-added production, it is now mov- 
ing to a more developed form of industrialisation. 
Unemployment is down to just over 1% (com- 
pared with an official 4.5% for Mexico as a whole). 
Labour turnover exceeds 15%, as workers hop from 
one factory to anothe® looking for a better deal. 
Economists at the University of San Diego say that 
more than 12% of the workers in Baja California are 
now classified as technicians. Sanyo’s Mexican 
managers say their growing automation requires a 
strong corps of experts to set up and maintain the 
expensive equipment. Wage competition between 
companies still mainly takes the form of fringe 
benefits, but the total cost of labour is creeping up. 





The strawberry maquiladora 


The simple, labour-intensive work the Tijuana area 
started with (sorting soap-powder coupons for 
Procter & Gamble, doing wiring looms for General 
Motors) has long since drifted off to the poorer parts 
of Mexico, or to other cheap-wage Latin American 
countries such ase Guatemala. 

The pressure is growing. The rules of the North 
American Free-Trade Agreement (NAFTA), which 
embraces the United States, Mexico and Canada, 
will soon require many of these factories to buy 60- 
80% of their raw materials and parts inside NAFTA’s 
borders, or face import duties. Since the United 
States and Canada now produce virtually nothing 
in the way of consumer electronics, this will in- 
crease the cost of the television tubes and other 
components that companies like Sanyo buy from 
Asia, unless that NAFTA rule gets changed (and un- 
less the devaluation of East Asian currencies caused 
by Asia’s recent economic troubles cancels out the 
cost of the new duties). In the cut-throat market for 
television sets, that could make all the difference. 

Moreover, those Asian devaluations make Asia 
a sharper competitor for the maquiladoras; their 
low-wage advantage is now under challenge. Mr Iue 
has been doing a study of this for his colleagues 
back in Japan. He is disinclined to shift production 
back to Asia, mainly because that would hugely 
lengthen the distance between his factories and 
their market in America. “But it is a big problem,” 
he is obliged to admit. 

Pretty clearly, things will be different in Tijuana 
five or ten years from now. The existence of NAFTA, a 
free-trade area with 390m people and $8.8 trillion- 
worth of output (twice as much as Japan’s), will 
slowly make it a much more sophisticated econ- 
omy. Mexico's borderland will no longer be just a 
home for the maquiladoras. But history will be 
grateful for the lesson the maquiladoras have pro- 
vided. So will be the other parts of the world to 
which their successors have profitably migrated. 
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Yo would have thought that being one of the 
richest places in the world, a hub of interna- 
tional trade that sits at the gateway to China, would 
produce a certain satisfaction among the 6.5m in- 
habitants of Hong Kong. But even in this apparent 
economic paradise people worry, and argue, about 
where paradise goes next. 

In one corner of the argument, fighting for the 
service-economy idea, are the team of authors who 
last year wrote “The Hong Kong Advantage” (Ox- 
ford University Press, £20). They say that this city- 
state’s prosperity will continue if it concentrates on 
being a centre of financial and business services 
and a provider of culture and entertainment for the 
Asia-Pacific region. The Harvard professor who led 
the team, Michael Enright, has voted with his feet 
and moved to Hong Kong University. In the other 
corner, the authors of “Made by Hong Kong” (also 
Oxford University Press, £20), who come from the 
Massachusetts Institute of Technology, retort that 
Hong Kong will stay successful only if it holds on to 
its manufacturing prowess and takes manufactur- 
ing up-market into high-tech products. 

It was manufacturing that made Hong Kong’s 
fortune. When more than 1m refugees from the 
Communists’ victory in China’s civil war flooded 
over the border in 1949, the British colonial au- 
thorities had to do something to keep them alive 
and Hong Kong afloat. Cheap land for building fac- 
tories, and public housing, were the answer. Helped 
by the talents of entrepreneurs who had fled from 
the mainland, the rescue operation worked. By the 
early 1950s Hong Kong was supplying the world 
with t-shirts, plastic flowers and flip-flop sandals. 
The big industry was textiles, but handbags, toys, 
watches and shoes also poured out of tiny sweat- 
shops for export to America and Europe. By 1961, 
nearly half the workforce was employed in manu- 
facturing, making a quarter of Hong Kong’s GDP. 

But China’s Communists halted the flow of ref- 
ugees, and Hong Kong started to run short of la- 
bour. It was then that the Chinese government took 
a historic decision which changed the way manu- 
facturing operates in this part of the world. 

In 1978, China opened up some of its coastal 
regions, including the area on Hong Kong’s border, 
to foreign investors. Suddenly, Hong Kong’s busi- 
nessmen had a new supply of cheap labour and 
new land for factory-building. Most of the light 
manufacturing that used to take place in Hong 
Kong crossed the border into China. By 1997 
manufacturing’s share of Hong Kong’s jobs was 
down from nearly half to a mere 15%; its share of 
output fell to a mere 8.8% (see chart 6). But over the 
border, around the Pearl River delta, 5m Chinese 
are now employed in factories owned by Hong 
Kong businesses. Today Hong Kong has $72 billion 
invested in China, nearly all of it in manufacturing. 
Two examples show what has been achieved by 


“this leap across the border. Allen Wong runs vrech, 


a Hong Kong company that has 60% of the world 
miarket for kiddies’ computers and other electronic 
learning devices, and also makes cordless tele- 
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phones. Its sales have grown from an annual $150m 
ten years ago to over $800m today. In 1987, when he 
found he could not get enough workers or cheap 
land in Hong Kong, Mr Wong moved production 
over the border into Guangdong province. 

He now employs 22,000 Chinese women in two 
factories, most of them brought in by bus from 
Sichuan province deep inside China (because the 
wages the locals want are already too high). The 
women get 500 yuan ($60) a month, plus board and 
lodging, compared with the HK$6,000 a month 
($770) people get for similar work in Hong Kong. 
Now Mr Wong is scouting for even cheaper labour 
in Thailand. Hong Kong is the conduit through 
which his exports pour. Distance from the eventual 
market does not matter much to him. Because his 
products are mostly bought by parents for their 
children, demand is pretty stable; he can predict 
sales, he says, for about two years ahead. 

But not all Hong Kong-based businesses can af- 
ford to be so relaxed about distance from the mar- 
ket. Another company that crossed to the mainland 
is Johnson Electric, which makes the tiny motors 
that go into electric toothbrushes, cp players and 
many other things. The average Mercedes car has 80 
such micromotors to open its sun-roof, adjust its 
mirrors and move its seats. 

Under Patrick Wang, whose father founded the 
business 39 years ago, Johnson has tripled in size in 
the past ten years. It now has sales of HK$2.6 billion 
($330m) in 20 countries. It employs 13,000 people, 
most of them in Johnson Electric City, two huge fac- 
tories 50 miles from Hong Kong in the Pearl River 
delta with their own dormitories, canteens and 
sports centres. The peasant girls who work in Elec- 
tric City earn around 500-600 yuan a month, plus 
food and board: again, only a fraction of what a 
similar worker would get in Hong Kong. Yet they 
save much of what they earn. After a few years in the 
factory, they can go home to their villages with a 
dowry to help them look for a husband. 

In Hong Kong itself Johnson employs only 200 
workers, mostly engineers designing new products. 
They work in teams that have to keep in close touch 
with the customers. A car manufacturer, for in- 
stance, will want Johnson to come up with a little 
motor ideal for the particular job it 













































What the world’s 
third-richest place 
has to teach 





has to do in a given car. Mr Wang 
says that ten years ago customers 
asking for design changes were 
happy with a two-week response by 
telex. Today, they want an e-mail 
within two hours. 

This has made Mr Wang change 
his organisation. The problem of 
distance looms larger evéry day. 
“Two weeks in a container on the 
sea was bad enough in the days of 
telex response times,” he says. “It is 
no use now.” So he is investing in a 
new factory—in Mexico, a 
maquiladora on the doorstep of his 
biggest market, the United States. 




















20 SURVEY MANUFACTURING 





There he will be paying wages of around $2 an hour, 
about three times what he pays in China. But that is 
the price of being close enough to his market to 
meet sudden changes in what the customer wants. 


Wider still and wider 


In short, much of what began in Hong Kong and 
then moved over the border into mainland China 
is now having to think of migrating even farther 
afield. This applies in particular to the textile and 
toy industries. David Dodwell, one of the authors of 
“The Hong Kong Advantage”, estimates that two- 
thirds of Hong Kong’s 30,000 producers of clothes 
and soft toys operate in two locations (usually 
China as well as Hong Kong) but that as many as a 
fifth now have plants in two places outside Hong 
Kong. The continuing search for cheap labour is not 
the only reason for this diaspora. 

There are two disadvantages in selling things 
made in China through Hong Kong. For textile 
firms, trade continues to be regulated by the hoary 
old Multifibre Arrangement, which still contrives 
to protect the textile industry in rich countries 
where labour costs far more than in China. So 
China gets no quota for exports to Europe and 
America. And anybody exporting anything from 
China has to live with the risk that one day Con- 
gress in Washington will take away China’s most- 
favoured-nation trade status, which allows it easy 
access to the American market. So some manufac- 
turers have started to move on from China, to put at 
least some of their production into countries where 
they can hope to disguise its Chinese origins. 

Victor Fung is chairman both of the Hong Kong 
Trade Development Council and of the family firm 
of Li & Fung, a fine example of this new diaspora. Li 
& Fung is a spiders web of manufacturing in 23 
countries, with operations not only in various parts 
of South-East Asia but also in Latin America, East- 
ern Europe, the Caribbean and Mauritius. 

Mr Fung explains how the system works. A for- 
eign company will come to him with a modest 
product—a ballpoint pen, for example, or a simple 
dress—and ask him to find out where it can be 
made more cheaply than anywhere the inquiring 
company yet knows about. Mr Fung’s people set out 


to find not only a source of ever-cheaper labour but 
also somewhere safe from trade restrictions on Chi- 
nese production. Take that simple dress. The yarn 
may be spun in Korea, the fabric woven in Taiwan, 
the zips bought from Japan, and the garment part- 
finished in China before it passes through a final 
stitching-factory in Indonesia. “What we are doing 
is finding the best place for every operation,” Mr 
Fung says. “At the same time, we are lining up fac- 
tors of production so that we can cut lead times 
from three months to five weeks.” 

Li & Fung has a network of 7,500 regular suppli- 
ers, employing an average of 200 workers apiece. In 
other words, about 12m workers to some extent de- 
pend on this firm. Mr Fung uses only about a third 
of his network at any one time; but the system gives 
him—and his customers—a splendid degree of flex- 
ibility. The hub of the system is his team in Hong 
Kong, what he calls his “smokeless factory”. The 
clothes business has always been keen on fast re- 
sponses to changing tastes. Mr Fung reckons the 
habit is now spreading to other industries, even 
those making things like personal computers. This 
needs an international network which can make 
sure that all the parts needed for the final product 
are flowing smoothly, while keeping its inventories 
economically small. Mr Fung’s company has been 
doing this sort of thing for years—“but now we see 
them calling it supply-chain management.” 

All these companies keep in Hong Kong the cen- 
tral functions of product development and engi- 
neering—the front end, as it were, of the manufac- 
turing supply chain. The back end, marketing and 
distribution, also stays in Hong Kong. Although 
these are officially classified as “service activities”, 
they are really part of manufacturing in the mod- 
ern, lean-all-through sense of the word. 

Hana Technologies, part of the Thai Hana 
Group, which bought it from the Swire conglomer- 
ate a few years ago, still uses Hong Kong for some 
manufacturing in the old sense of the word. Its fac- 
tory puts microchips into plastic packaging and fits 
them with terminals to link up with other parts of 
the end-product, a computer or whatever. It sounds 
simple, but this is high-precision work that needs 
sophisticated machinery, and often involves novel 
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Of course, it may get too expensive to do this sort of thing in China... 
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operations. Once any given operation is running 
smoothly, the company moves production to Thai- 
land or China. Here is another example of the way 
Hong Kong is moving up-market. It does the diffi- 
cult jobs of design and early production, and then 
hands the routine stuff over to others. 


| Taiwan can do it too 

What has happened in Hong Kong was not going to 
escape other people’s notice. The Taiwanese have 
caught on well. Back in the 1950s, Taiwan was part 
of the region's plastic-flowers and flip-flop-sandals 
economy. Things moved on when state planning 
created a series of industrial parks along the is- 
land’s coast, each specialising in its own thing—pet- 
rochemicals and plastics (from imported raw ma- 
terials), cement, steel and so on. But the economy 
really started coming alive when the government 
gradually stopped poking so many fingers into it. 
The bureaucrats no longer try to pick winners, 
though they still provide cheap science parks and 
some handy tax breaks. 

Hence the blossoming of companies like Acer, a 
computer company which has its main factory in 
the Hsinchu science park, two hours down the road 
from the capital, Taipei. Acer is now the world’s 
third-biggest maker of personal computers. Its boss 
is Stan Shih, who started his business life selling 
ducks’ eggs off a street stall. Until 1993, all Acer’s 
computer mother boards, the basic circuitry, used 
to be assembled in Taiwan. But then, with local 
wages approaching $600 a month, and local labour 
so short that Acer had to ship in hundreds of Filipi- 
nos, it opened factories in Zhongshan in China’s 
Guangdong province and in Subic Bay in the Phil- 
ippines. Now it has added another, in Mexico, and 
has assembly plants in Malaysia, Singapore, Indo- 
nesia, Dubai and Europe. 

Productivity in the Philippine plant is only half 
of that in the Hsinchu science park, in the Chinese 
plant only a third. But then the wages the company 
has to pay in the Philippines are less than a third of 
those in Taiwan, and in China only a tenth. At the 
other end of the scale, Acer now has assembly plants 
in Britain, France and Italy. These are expensive to 
run but they are physically close to the market, so 
that the final product can be adjusted to meet local 
requirements. Mr Shih has got the message about 
distributed manufacturing networks. 

The Hsinchu factory in Taiwan will not be ex- 
tended; the company’s expansion will all happen 
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... if it does, take it to India 


abroad. Already, two-thirds of its output of mother 
boards and nine-tenths of its computers are made 
outside Taiwan. The Hsinchu plant, like those 
Hong Kong factories, is changing its role to concen- 
trate on research and product development, plus 
the pilot production of new items. Maybe some of 
its more expensive products will continue to be 
made in Taiwan but most others, once production 
is proceeding smoothly, will go abroad. 

It took Acer nearly 20 years after its foundation 
in 1976 to move to offshore production. Other com- 
panies are doing it more swiftly. About ten years 
ago Kuo Feng Corporation and Shamrock Technol- 
ogy, among others, started making personal-com- 
puter monitors in Taiwan. Soon Taiwan had get- 
ting on for 60% of the booming world market for 
these things, worth $15 billion a year. Now, as de- 
mand for them levels off and profit margins fade, 
their manufacture is seen in Taiwan as a sunset in- 
dustry. But the sun is not vanishing into the sea; it is 
just moving over the water into China, where costs 
are so much lower. Both Kuo Feng and Shamrock 
plan to shift the bulk of their production to the 
mainland in the next 12 months. 

Within a single decade, Taiwan has become the 
world leader in this field, and then almost aban- 
doned it. Scotland’s Clydeside dominated world 
shipbuilding for three generations and then took a 
quarter of a century to hand the baton over to South 
Korea and Japan. The globe spins faster these days. 











Post-industrial manufacturing 


Te old definitions of manufacturing are no 
longer worth much. One dictionary calls it “the 
making of an article by physical labour or machin- 
ery”. The 1987 Standard Industrial Classification 
manual in the United States says a factory is “an 
establishment engaged in the mechanical or chemi- 
cal transformation of materials into new products”. 

Now go and stand in a queue at a McDonald’s 
takeaway. Observe what goes on behind the 
counter. Grills cook raw discs of minced beef. Some 
workers are tending the grills; others are loading 
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potato chips into vats of hot fat; yet others are tak- 
ing orders, packing the output of their colleagues 
into cardboard cartons, addipg whatever extras the 
customer calls for. Would you call this a service ac- 
tivity—or the distributed manufacture of cooked- 
meat products? The hectic repetition of different 
tasks, the loading and unloading of the cooking ma- 
chines, recall nothing so much as a car assembly 
line. If Charlie Chaplin were alive today, he would 
film “Modern Times” in a fast-food joint. 

Alex Trotman, the chairman of Ford, sent a 








Goodbye to the old 
dividing line 
between 
manufacturing 
and services 
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The cool, anonymous future 


taskforce to McDonald’s when he set out to trans- 
form the car company four years ago, to learn how 
McDonald’s turns out the same burgers all around 
the world. Ford wanted to do the same sort of thing. 
It wanted to change itself from a collection of re- 
gional companies into one which designed and 
produced cars on a global basis, with a global sup- 
ply chain a Hong Kong textile boss would recognise. 
Mr Trotman has long believed that in future a 
car company will beat its rivals not so much by the 
shape of the car it sells, or the surge of its engine, as 
by what the company can do for its customers while 
they own the car. The people who make Mercedes 
cars agree. This summers new product from 
Mercedes (made in eastern France), the two-seater 
Smart town car, brings with it as part of the package 
several weeks’ rental per year of a larger vehicle. 


The industrial revolution comes home 


It is not just cars. 1BM’s recovery is largely due to the 
fact that it has become a service company as well as 
a computer maker. And mass-customisation, as the 
jargon has it, applies to lots of other things. Look at 
denim jeans. Years ago, the textiles industry shifted 
the production of this originally simple item of 
clothing away from America and Europe to places 
where the workers accepted lower wages. But nowa- 
days there are jeans and jeans. You can get jeans 
made to measure after a body-scan takes your shape 
and a satellite sends the details to the factory. The 
new, quick-response market requires factories 
closer to the customer. So textiles manufacturing is 
inching back into America and Europe. 

Or take made-to-measure shoes. In the old days, 
the price of such shoes reflected the high cost of 
handcraft work. But now a combination of new 
technology, lean production and supply-chain 
management is bringing in mass-customised 
shoes—to the rescue of, among others, Italy's shoe 
industry. Even a machine-tool maker can today 
make as much money out of installing his product, 
showing the buyer how to run it and then servicing 
itas he makes from the price-tag on the tool itself. In 
many manufactured goods, the cost of physically 
transforming the raw materials into the object sold 
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may be only a tenth of the retail price. 

This is good news for Americans and Europe- 
ans, the inhabitants of the rich world. For years, the 
making of many of the parts that go into motor cars, 
the cloth that goes into jeans, the circuit boards that 
go into computers, has been moving away from 
their countries into lower-wage regions. Multina- 
tional companies have fitted themselves out with 
the technologies and the management techniques 
needed to produce even pretty complicated things 
efficiently in places where the labour is relatively 
unskilled. When labour in Tijuana and Guangdong 
gets too expensive, production moves deeper into 
Mexico or China, or into India. If one day labour 
even there gets too dear, more and more manufac- 
turing will have to be automated. 

But it is not just geographically that manufac- 
turing is moving on. The nature of manufacturing— 
the meaning of the word—is changing. Rich con- 
sumers in rich countries want things now, and they 
want them made precisely the way they wish. They 
are not content with mass-production uniformity. 
They will not always wait for a container ship that 
takes two weeks to cross the Pacific. This is giving 
birth to a new kind of manufacturing: a long chain 
of processes that can go right around the world; a 
global conveyor belt, as it were. 

There are sound reasons why the higher-value 
parts of these new global chains will remain in 
America and Europe. In an era of mass custom- 
isation, the smooth and relaxed relationship that is 
possible between manufacturers, customers and 
suppliers in the electronic world of Silicon Valley— 
or the textiles and footwear world of Emilia Roma- 
gna, or the car-making worlds of Baden-Wirttem- 
berg and Bavaria—gives a special new advantage to 
those who operate in such places. 

Twenty years ago the economists and politi- 
cians of the Atlantic world talked of sunset and sun- 
rise industries: shipbuilding bad, electronics good. 
Then they noticed that even some of the sunrise in- 
dustries were migrating to places where wages were 
lower. Doom, it seemed, was closing in. 

What they failed to notice until recently was the 
emergence of a global structure for manufacturing, 
whatever the industry. The law of supply and de- 
mand will always drive the lowest-value-added 
part of the supply chain to where wages are lowest. 
The tennis courts of Hong Kong are full each Satur- 
day of perspiring Americans and Europeans taking 
a break from the endless search for cheaper Chinese 
factories to make widgets designed in Cologne or 
Chicago for the multinationals that employ them. 
Does this not mean, the gloomsters demand, that 
manufacturing in Europe and America is bound to 
shrink away to almost nothing, as farming already 
has done in so many countries? 

Only in the narrow, outdated meaning of the 
word. In the new meaning introduced by the new 
technologies, much of what used to be called “ser- 
vice work” is becoming inextricably part of the 
same thing as what used to be called “manufactur- 
ing”. It is the virtual part, as it were, of the total busi- 
ness. And it will bring solid rewards to those who 
practise it—as Americans and Europeans, above all, 
are able to do. Manufacturers of the world unite. 
You have nothing to lose but your supply chains. 
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Plowden’s progress 


The “progressive” revolution in Britain’s schools is being reversed. Why did it 
happen, what went wrong, and will the new approach be any better? 


NE day, almost 30 years ago, when The 

Economist's current education cor- 
respondent was a primary-school pupil, he 
walked into his classroom to find that it 
had changed. Instead of facing the front in 
rows, the desks had been bunched together 
in groups. From then on, the teacher spent 
less time talking to the whole class, and pu- 
pils spent more time, alone or in groups, 
pursuing projects such as “communica- 
tion through the ages”, at their own pace. A 
revolution was sweeping Britain’s primary 
schools—or so it seemed. 

A few years earlier, in 1967, the Central 
Advisory Council for Education—better 
known as the Plowden committee after its 
chairman, Lady Plowden, a former magis- 
trate—had urged all primary 
schools to embrace such “progres- 
sive” teaching and to abandon tra- 
ditional, whole-class “chalk and 
talk”. All these years later, there is a 
continuing debate over why the 
great expectations of the Plowden 
era were not fulfilled. Where pro- 
gressive methods failed, was it be- 
cause they were fundamentally 
flawed or just badly enacted? 

Such questions are of more 
than historical interest because 
now a concerted attempt is being 
made by ministers and their advis- 
ers to replace many Plowden-era 
orthodoxies, where they are still to 
be found, with a new orthodoxy 
which owes much to the “tradi- 
tionalist” thinking that preceded 
Plowden. Earlier this year, all pri- 
mary schools were sent detailed 
advice on how to teach pupils to 
read. In particular, it calls for more 
whole-class teaching and the sys- 
tematic teaching of phonics (break- 
ing words down into their constit- 
uent sounds). The Plowden report 
expressed disapproval of whole- 
class teaching; though it was more 
cautious on phonics, progressives 
nevertheless persuaded many | 
schools to drop it on the grounds L 


that it was too dull and thus ham- Lady Plowden does some field work 
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pered children’s progress. 

Today, the new orthodoxy’s proponents 
argue that their drive for more phonics, 
more whole-class teaching and so on is 
firmly based on the latest research on how 
children learn and on the “best practice” 
observed in schools around the world. 
Ironically, these are precisely the claims 
made by the Plowden committee to sup- 
port its drive for progressive methods. 

The committee began work shortly be- 
fore Harold Wilson’s Labour government 
came to power in 1964, promising an end 
to “13 wasted Tory years”. The 1960s were 
swinging, and the egalitarian mood of the 
times was nowhere more in evidence than 
in education. There was growing unease 








about the perceived unfairness of the “11- 
plus” exam, taken by pupils at the end of 
primary school to decide whether they 
went to academically oriented “grammar” 
schools or more practically minded “sec- 
ondary moderns”. Studies showed that it 
tended to be the richest, rather than the 
smartest, children who passed the 11-plus. 
This provided a convenient economic ra- 
tionale for opposing it: inefficient selection 
meant wasted talent. 

So, in 1965, while the Plowden commit- 
tee was still sitting, local-education authori- 
ties were told to start preparing for the abo- 
lition of the 11-plus. Plowden welcomed 
this, arguing that primary schools would 
no longer need to drill their pupils for the 
exam and thus to divide them into separate 
streams of those more or less likely to pass 
it. This, it was hoped, would mean fewer 
children being written off prematurely as 
dunces. Evidence that streaming produced 
better results overall than mixed-ability 
classes, in spite of its drawbacks, was noted 
but quickly passed over by Plowden. 

The committee also argued that the end 
of selection would “liberate” primary 
schools from teaching facts and figures by 
rote; they could then switch to pro- 
gressive, or “child-centred”, meth- 
ods where there was a lot less teach- 
ing and a lot more learning by dis- 
covery. The committee called such 
ideas modern, though it noted 
their long pedigree, traceable back 
to Jean-Jacques Rousseau’s 18th- 
century philosophy and the 19th- 
century views of an American edu- 
cationalist, John Dewey. 


Let the children play 

In Britain, there had already been 
one attempt—the 1931 Hadow re- 
port—at bringing such thinking 
into schools. Its first impact was 
slight but, after the second world 
war, support for progressive meth- 
ods was encouraged by studies 
(later shown to be unreliable) sug- 
gesting that they worked better 
than whole-class teaching. A few lo- 
cal-education authorities reorga- 
nised their schools along progres- 
sive lines, most notably West 
Riding County Council, whose 
chief education officer, Alec Clegg, 
became the movement's high 
priest. By Plowden’s day, only 
about 10% of primary schools had 
been changed; but the progressive 
priesthood by now dominated 
the education establishment. The 
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An inefficient hybrid? 


Plowden committee developed this emerg- 
ing orthodoxy by adding another key influ- 
ence: Jean Piaget, a Swiss social scientist. 
Piaget argued that children progress, at 
their own pace, through four distinct stages 
of learning. Taking this rather to extremes, 
Plowden argued that children should 
therefore be left to do their own thing: “Un- 
til a child is ready to take a particular step 
forward it is a waste of time to try to teach 
him to take it.” 

Plowden scolded fuddy-duddy adults 
who could not accept this, and expected 
teachers to teach. They should realise that 
“Play is the principal means of learning in 
early childhood.” The report’s most memo- 
rable passage is a Dewey-eyed description 
of the ideal progressive school where the 
children are “playing with sand, water, 
paint, clay, dolls, rocking-horses and big 
push-toys,” and where “learning is going 
on all the time, but not much teaching.” 
Doubters might accept that such an ap- 
proach would be suitable in nursery 
classes—but Plowden was talking about the 
education of children up to age 11. 

Taking this further still, Clegg argued 
that teachers, as well as pupils, should do 
their own thing. They should be their own 
“educational architects” and resist being 
prescribed what and how to teach. This en- 
couraged teachers to insist on devising 
their own lessons (not always good ones), 
instead of simply adopting §tried-and- 
tested ones. 

Plowden saw the teaching of punctua- 
tion and grammar as a hindrance to cre- 
ativity: “Teachers must not burden their 
pupils with the observance of out-worn 
conventions. Correctness should be sacri- 
ficed rather than fluency, vigour or clarity 
of meaning.” An official report on gram- 
mar teaching, published this year, reveals 
that such thinking was based on remark- 
ably shaky evidence. Absurdly, much em- 
phasis was placed on one unpublished php 
thesis, whose evidence simply did not sup- 


64 


port the conclusion by its author that teach- 
ing grammar might harm pupils’ progress. 

With Plowden’s blessing, such ideas 
were propagated enthusiastically by local- 
education authorities and teacher-training 
colleges. Reading lists for post-Plowden 
trainees often included the works of Mi- 
chael Young, a sociologist and Plowden 
committee member who argued that much 
knowledge was an artificial construct de- 
signed to justify the advancement of cer- 
tain groups in society over others. 

The progressive approach already had 
its critics by the time of Plowden, and the 
report acknowledged some of their con- 
cerns. It admitted that “a lazy, unsympa- 
thetic or muddle-headed teacher could fail 
in this approach, no less than in the tradi- 
tional one.” It accepted that children might 
discover only trivial ideas and inefficient 
methods if left entirely to their own devices. 
But these cautious notes were rather like the 
health warning on a cigarette carton, which 
fails to counter the alluring message of the 
rest of the packaging. 

Though progressivism had become the 
orthodoxy by the mid-1970s, things did not 
turn out in the way that the Plowden com- 
mittee had intended. Teachers tried to em- 
ulate the idealised progressive primary but 
soon found that children could not be left 
to learn for themselves. A return to teaching 
the whole class was impractical now that 
pupils of all abilities were mixed together. 
But abandoning mixed-ability classes was 
unthinkable because of the strong anti- 
streaming rhetoric from the education 
establishment—rhetoric which pre-dated 
Plpwden but was reinforced by it. 

So a peculiarly inefficient, hybrid form 
of teaching emerged. Children were set to 
work on individual projects, alone or in 
groups, while the teacher dashed around 
the class trying to help each in turn. In his 
book “Crisis in the Primary Classroom” 
(David Fulton Publishers, £12.99), Professor 
Maurice Galton of Leicester University 


reckons that, until recently, primary-school 
teachers typically spent 77% of their time 
doing this. He also points to studies show- 
ing that by the 1980s, only 10% of primary 
schools were doing proper learning-by-dis- 
covery—the same as in 1967. 


The UnPlowden reports 


Whether or not the changes in the class- 
room were what Plowden really intended, 
doubts about them quickly emerged. In 
1969, the first in a series of self-styled “Black 
Papers” was published by a group of aca- 
demics and writers, blaming progressive 
methods and the end of the 11-plus for low- 
ering standards and causing indiscipline. 
At first, these critics were seen as a bunch of 
old crusties over-reacting to a few student 
protests. But then came a crisis that seemed 
to prove them right. In 1974 a new head 
teacher, Terry Ellis, arrived at William Tyn- 
dale Junior School in Islington, north Lon- 
don, and set about wholeheartedly embrac- 
ing progressive ideals—indeed, he thought 
that even the Plowden report was too reac- 
tionary. 

The school adopted an extremely infor- 
mal style in which pupils could do what 
they liked: mathematics or football, Eng- 
lish or tie-dyeing. Chaos ensued and, with 
the newspapers full of lurid stories about it, 
and parents moving their children to other 
schools, a public inquiry was launched. 
The inquiry’s report, in July 1976, blamed 
personalities rather than teaching meth- 
ods. But the fiasco added to politicians’ 
fears over progressive teaching. Three 
months later, James Callaghan, then prime 
minister, made a speech at Ruskin College, 
Oxford, in which he questioned progres- 
sive methods, saying that they “seem to 
produce excellent results when they are in 
well-qualified hands but are more dubious 
in their effects when they are not.” 

Perhaps it was the outrage among teach- 
ers that greeted this attempt by a mere 
prime minister to comment on how they 
did their jobs. Or perhaps it was just that 
Margaret Thatchers Conservative govern- 
ment had other things on its mind in the 
early 1980s. Whatever the reason, it was not 
until the late 1980s that the Tories applied 
their reforming zeal to the education sys- 
tem. The national curriculum and the ac- 
companying national tests for pupils aged 
7, 11 and 14 were introduced in the 1988 
Education Act as a deliberate move away 
from what was seen as a Plowden-inspired 
philosophy of “anything goes”. 

Ministers’ determination to make such 
changes, despite the squeals of teachers and 
education officials, increased in 1991 when 
a study showed that a £14m ($26m) project 
to improve primary schools in Leeds had 
actually led to a fall in standards. The study 
partly blamed this on the local council’s 
imposition of learning-by-discovery. The 
government responded by asking the au- 
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thor of this study, Professor Robin Alex- 
ander of Warwick University, along with 
Chris Woodhead (then in charge of the na- 
tional curriculum, now England’s chief in- 
spector of schools) and Jim Rose (a senior 
schools inspector) to conduct an urgent re- 
view of the evidence on teaching methods. 
They were dubbed the “Three Wise Men”, 
and their report concluded that standards 
seemed to have fallen slightly in recent 
years, blaming the “highly questionable 
dogmas” prevalent among teachers. 

Curiously, the Three Wise Men exoner- 
ated the Plowden report itself—suggesting 
that it may have been misinterpreted and 
misquoted. But the highly questionable 
dogmas that they highlighted were straight 
out of Plowden: mixed-ability classes; the 
rejection of whole-class teaching and the 
obsession with children’s individuality; 
wide-ranging, unstructured “projects” in- 
stead of individual subjects; and, above all, 
Piaget’s ideas, which had depressed teach- 
ers’ expectations of what children could 
achieve and had discouraged them from 
active intervention in pupils’ learning. 

Until the creation in 1992 of Ofsted, a 
new inspectorate that Mr Woodhead now 
heads, inspections of primary schools were 
rare. Since then, most primaries have had 
inspectors calling, and Mr Woodhead has 
used the evidence from their reports to con- 
tinue his campaign against what he sees as 
sloppy, progressive-inspired teaching 
methods. This evidence has shown that 
schools’ success can vary drastically even 
though their pupils are drawn from similar 
areas with similar problems. And inspec- 
tions of the underperforming ones often 
find that they make insufficient use of 
whole-class teaching, phonics, or other tra- 
ditional methods. 

Such evidence was one influence be- 
hind the big shift in the Labour Party’s edu- 
cation policies after Tony Blair became its 
leader in 1994 and appointed David 
Blunkett as education spokesman. Soon af- 
terwards, Labour stopped claiming that 
schools’ problems were mainly down to a 
lack of money, rather than their teaching 
methods or the way they were run. Mr 
Blunkett says he is a “fundamentalist” on 
education: “I believe in discipline, solid 
mental arithmetic, learning to read and 
write accurately, plenty of homework, in- 
creasing expectations . . .” Labour is now in- 
tervening in schools far more actively than 
any previous government, Labour or Tory. 

Those, such as Mr Woodhead, who call 
for Plowden-era orthodoxies to be aban- 
doned, are not short of critics. But it is now 
hard to find unabashed progressives who 
maintain that Plowden got it just right. Mr 
Galton reckons that 35% of the primary- 
school day is now spent on whole-class 
teaching, up from 15% a few years ago. Pro- 
gressive thinkers such as Piaget and Young 
have been squeezed out of the teacher- 
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training curriculum, as first the Tories and 
now Labour have insisted that courses put 
more emphasis on practical teaching tips. 

So, is progressivism dead? Not quite. Al- 
though learning-by-discovery is being 
phased out of schools, the government 
seems prepared to accept that it is right for 
nursery pupils: ministers are said to have 
noted that in the successful education sys- 
tems of Switzerland and Hungary, pupils 
start in the nursery with play-based educa- 
tion and then switch to traditional teach- 
ing at the age of six or seven. 


New lessons 


With ministers and their experts setting out 
with the very best of intentions, as did Lady 
Plowden and Co, to bring about an educa- 
tional Utopia, what lessons can be drawn 
from the failure of progressive teaching to 
live up to expectations? 

First, be careful about how you use re- 
search. Although the quality and quantity 
of educational research has improved 
vastly since the 1960s, it is still far from con- 
clusive—and furthermore, today’s research 
findings may become outdated (for exam- 
ple, because of developments in computer- 
based learning), just like the research on 
which the Plowden report was based. 

There is also something important to be 
learnt from the way progressive orthodoxy 
was rushed in across the board, despite the 
doubts of many teachers at the time. How- 
ever well a new style of teaching has worked 
in the hands of enthusiastic, well-trained 
staff, it is much less likely to succeed when 
imposed on those who suspect it and do 
not understand it. Whole-class teaching has 
been shown to work well where the teacher 
asks challenging questions to ensure that 
all the pupils are keeping up; and where di- 
rect instruction is carefully blended with 
individual practice (eg, in solving equa- 
tions). But done badly, whole-class teaching 
can indeed be dull and ineffective. 
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And above all, do not abandon things 
that work in the quest for wholesale change. 
In their enthusiasm for learning-by-discov- 
ery, progressive teachers sometimes forgot 
that some skills (eg, basic arithmetic) are too 
important to be left for pupils to stumble 
across by chance. Now, in the drive to en- 
sure that all children learn the basics, it is 
easy to imagine some schools forgetting to 
foster their skills at finding creative solu- 
tions to unfamiliar problems: one of the 
few things British pupils are generally 
thought to be quite good at, compared with 
counterparts in Asia or elsewhere. 

Ministers and their advisers would in- 
sist that all these lessons have been learnt:a 
chain of training centres has been set up to 
ensure that teachers get to grips with the 
practicalities of new, officially approved 
schemes such as the daily “literacy hour”. 
The government has promised not to be 
dogmatic about the teaching methods it 
pushes, but to live by the maxim that “what 
counts is what works”. Furthermore, it has 
pledged to intervene in schools in inverse 
proportion to success. If these promises are 
kept, there is a good chance that the mis- 
takes of the progressive era can be avoided. 

But the revolution in Labours educa- 
tional philosophy is still incomplete in one 
crucial respect. The anti-elitism and suspi- 
cion of selection that underpinned 
Plowdenism lives on. Last weekend Mr 
Blunkett announced that schools with 
more applicants than places will no longer 
be allowed to give preference to the most 
academically able pupils, or to those whose 
parents share the school’s educational and 
ethical values. But such schools are over- 
subscribed because they are successful— 
London Oratory, the west London school 
that Tony Blair sends his own sons to, is an 
example. If the philosophy underlying 
Labours new approach to education is 
“what counts is what works”, why is Mr 
Blunkett meddling in successful schools? 





The new, old way of teaching 
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BRITAIN 
Northern Ireland 


Ballot boxes and armalites 


BELFAST 


The run-up to the election of Northern Ireland’s assembly on June 25th is still 
dogged by the question of the “decommissioning” of weapons. But the show 


stays on the road 


HE Yes in Northern Ireland’s referen- 

dum advanced the “peace process”— 
but process is the word. Another crucial 
step will take place on June 25th when 
Northern Ireland’s voters will elect the new 
power-sharing assembly, set out in the 
Good Friday deal. The run-up to the vote 
has emphasised the continuing tensions 
between the political parties in the prov- 
ince—and created new tensions between 
the main parties at Westminster. 

As ever, the most difficult issue is the de- 
commissioning of paramilitary weapons, 
particularly the huge stocks believed to be 
held by the IRA. Throughout the recent 
Westminster debate on the agreement, the 
Blair government continued carefully to 
avoid insisting that paramilitary weapons 
be handed in before prisoners are released, 
or before the 1Ra’s political wing, Sinn 
Fein, can have representatives on the legis- 
lature’s executive committee. 

Since Mr Blair had appeared to say the 
opposite during the referendum cam- 
paign, the Conservative Party is threaten- 
ing to end Westminster's cross-party con- 
sensus on Northern Ireland—and seize a 





More where that came from 


rare opportunity to milk a potentially pop- 
ulist issue. But the government's confi- 
dence has barely been dented. It calculates, 
probably correctly, that the public above all 
wants the agreement to work. William 
Hague, the Tory leader, has no taste for a 
sustained challenge to Mr Blair on North- 
ern Ireland—particularly with the assem- 
bly elections approaching. 

But the House of Commons debate on 
the release of prisoners did sow genuine 
confusion in the ranks of the Ulster Union- 
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ist Party. Its leader, David Trimble, who had 
campaigned for the agreement, voted 
against the second stage of the release bill, 
while the Tories stayed their hand. Mr 
Trimble had signalled that he would do the 
opposite. He then apparently panicked 
when his capricious deputy John Taylor 
lined up as teller for the Noes, loud 
amongst them the uupr’s chief scourge and 
rival for votes, the Reverend lan Paisley. 

Mr Taylor, a late and surprising convert 
to the peace deal, has a history of erratic 
pronouncements. Mr Trimble might well 
have felt he must follow his deputy, since of 
the ten UUP MPs only Mr Taylor and Ken 
Maginnis are pro-agreement. But his West- 
minster vacillation has caused him griefon 
the campaign trail, with Mr Paisley and 
others delighting in the spectacle of the 
most likely first minister in the new legisla- 
ture voting against the first Westminster 
trial the agreement has faced. 

Government strength meant the pris- 
oners’ bill was always going to go through 
substantially unamended. The Commons 
shadow-play did, however, illustrate the 
unresolved tension between agreement on 
paper and conversion to 
compromise in practice. 
Neither pro-agreement Ul- 
ster Unionists nor Sinn 
Fein have sounded entirely 
convincing converts to the 
new order. Mr Trimble 
digs holes for himself by 
appearing to go back to de- 
manding preconditions, 
on the release of prisoners 
and on Sinn Fein minis- 
ters. The 1RA and Sinn 
Fein, meanwhile, have 
sounded stubborn to the 
point of surliness about the 
possibility of weapons ever 
actually being decom- 
missioned. 

But the approach of the elections may 
finally have pushed a lever. The first direct 
IRA suggestion that weaponry will indeed 
be destroyed came in a Financial Times in- 
terview on June 17th with the group's “com- 
manding officer” in the Maze prison. 
Padraic Wilson envisaged “voluntary de- 
commissioning” in parallel to political 
developments. 

No republican prisoner in a leading po- 
sition speaks as an individual. In devising 
1RA/Sinn Fein strategy the “jailed com- 





Britain has a special police unit ded- 
icated to tackling football hooligan- 
ism. But months of preparations 
and intelligence work could not pre- 
vent hundreds of young Englishmen 
taking part in running street battles 
with the police and local North Afri- 
cans before, during and after Eng- 
land’s game against Tunisia in Mar- 
seilles on June 15th. 

| Most of the 36 people arrested 
were not known hooligans. They in- 
cluded a soldier, a dealer in antique 
pottery and a curious number of 
postal workers. It is a comforting cli- 
ché that English football violence is 
caused by a “tiny minority”. Really? 


rades” have always been crucial, particu- 
larly in their support for Gerry Adams’s 
leadership throughout the past five years of 
his “peace strategy”. Other republicans are 
loth to criticise prisoner pronouncements. 
An interview with the Maze “co” is author- 
itative, and fire-proofed. 

It would be a natural development of 
the peace process to see voluntary de- 
commissioning, Mr Wilson said, “once we 
get a sense that the arrangements envisaged 
in the agreement are beginning to func- 
tion.” He listed early prisoner release, effec- 
tive cross-border institutions, police re- 
form, and movement on human rights and 
equality of opportunity. 

And how would arms go out of com- 
mission? Some time ago the international 
body set up to supervise decommissioning 
under the former head of the Canadian 
armed forces, General John de Chastelain, 
suggested it thought two methods most 
likely: destruction by the paramilitaries 
themselves watched by “monitors”, and 
leaks to police forces north and south on 
the whereabouts of dumps. The first is what 
General de Chastelain hoped for, and what 
the IRA's jail spokesman suggested. 
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Tony and Roy 


TEN will bea referendum, but whether it will come in time 
to affect the next election is not clear. The prime minister is 
sometimes held to be enthusiastic but is also careful in public to 
stress his agnosticism. The Tories, whose party could be de- 
stroyed as a result of it, are aghast. And whatever the timing, a Yes 
vote will change British politics for ever. 

No, this is not about Britain’s entry into the euro—although 
on that subject Tony Blair was at his equivocating best during 
his chairmanship of the European Council in Cardiff this week. 
The referendum in question here is the one on electoral reform, 
which the government intends to put to the people some time 
after it has received the report of the commission it has estab- 
lished under Lord Jenkins of Hill- 
head. Nor is this article about the 
relative merits of the voting sys- 
tems Lord Jenkins is considering. 
If you find the debate over mone- 
tary union arcane, just wait until 
the debate on- first-past-the-post, 
single transferable votes, alterna- 
tive votes and other psephological 
esoterica gets into its stride. But 
that treat must await the commis- 
sion’s report in the autumn. In the 
meantime, it is Bagehot’s awkward 
duty (this column’s former author 
sits on the Jenkins commission) to 
consider something else: the To- 
ries’ accusation, grave by any stan- 
dard, that the government has cyn- 
ically packed the commission and 
rigged its remit to guarantee a fu- 
ture of perpetual centre-left coali- 
tion government in Britain. 

This accusation had its fullest 
hearing so far in an opposition de- 
bate at the beginning of this 
month. And although not every de- 
bate in the House of Commons is 
an advertisement for the forensic 
skills of that institution, the discus- 
sion was a good one. As one gov- 
ernment minister noted, all hon- 
ourable members are, by definition, experts in the systems to 
which they submit in order to become honourable members. 
For example, John Major—and he should know—defended what 
he sees as the beauty of Britain’s existing electoral arrangements 
by saying that, in contrast to systems of proportional representa- 
tion, the first-past-the-post system places a firm hand on the 
shoulder of a party that has fallen below a certain strength, “in- 
forms us that we have lost and shows us the door.” 

The staunchness of the former prime minister in support of 
the system that so recently evicted him is admirable. But being 
escorted out of power for a Parliament or two is not the same as 
being bundled permanently into oblivion, which is what many 
Tories fear (and many Labour and Liberal Democrat politicians 
openly hope) will be the Conservatives’ fate if Britain adopts the 
“broadly proportional” electoral system Mr Blair has told Lord 
Jenkins to recommend. Why, they ask, should this supposedly 
independent commission not also be allowed to weigh the mer- 
its of the existing system, which has served Britain well for a cen- 
tury (and which, by the by, has delivered Tories into government 
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for 35 of the 53 years since the war)? 

In essence, the government's answer is to plead guilty to rig- 
ging Lord Jenkins’s remit but not guilty to the charge of gerry- | 
mandering. The government's aim has been impressively trans- | 
parent from the start, not least by choosing in Lord Jenkins a | 
chairman whose career has been dedicated to the idea of propor- 
tional representation and to ending the duopoly that first-past- | 
the-post entrenches. At no point has the governi | 
that the commission’s job is to pick the best of all 
toral systems. Lord Jenkins has been told to: fine 
broadly proportional but preserving constituen: 


tem. And if the existing arr: 
ments are as well loved as 
position says they: are, 
nothing to fear froma ref 
save Mr Blair's power of pe 
sion if he chooses to ca 
behalf of the alternativ 
This is not a small thing to fea 
Mr Blair is that rarest of crea 
a strategically astute politic 
pable of inspiring trust.If he i 
popular when he calls the refere 
dum (and when else would he cal 
it?), his-personal imprimatur ma 
indeed help to decide the issu 
But the prime ministers popular- 
ity is hardly a legitimate cause of © 
Tory complaint, especially if the 
government decides, as it should, 
to invest heavily in public educa- 
tion on the issues and to let its own 
heavyweight opponents of pro- 
portional voting, not least Jack 
Straw, the home secretary, join the 
fray on the other side. | 
With a referendum of this sort | 
in prospect, Britain’s voters are ad- | 
| 





equately protected against Mr 
Blair gerrymandering his own 
party into permanent power. But 
ifhe is unlikely on account of elec- 
toral reform to go down in history as the man who ratted on the | 
voters, there is a much stronger possibility that he will go down 
in history as the man who ratted on his own party. Is it not sig- 
nificant, after all, that he chose from all his chums to entrust an l 
issue as sensitive as electoral reform to Lord Jenkins, the very | 
man whose leadership in the 1980s of the “gang of four” and 
creation of the short-lived Social Democratic Party is still seen on 
the tribal fringes of Labour as the greatest betrayal of the party | 
since Ramsay MacDonald’s 1929 alliance with the Tories? | 
| 


} 
| 
| 


That is not how Lord Jenkins sees the episode. In his auto- 
biography he congratulates himself for giving a “firmly triangu- 
lar” shape to Britisl? politics even ifhe failed to reshape itaround 
a centrist alliance. But now he has a second chance. On one read- 
ing of Mr Blair, electoral reform will allow the prime minister to 
repair the fracture caused in liberalism a century ago by the cre- | 
ation of the Labour Party, inside which he has personally never | 
felt wholly comfortable. If some such historic realignment is his. | 
aim, it is not necessarily the Tories who will look back upon Mr 
Blair as the man who did their party in. Jet 









VIEWPOINT 


Special Edition 


A timely message to Commerzbank’s 
international clients and shareholders 


Commerzbank 
sets high goals to 
reward clients 
and shareholders 





As a rapidly growing European universal bank 
with a global sales network, Commerzbank 
has clear goals to meet the longer-term expec- 
tations of both its clients and shareholders. 
This special edition of Viewpoint focuses on 
these goals, outlines our strategies to achieve 
them, and summarizes our performance in 


1997 and early 1998. 


Taipei, Tashkent, Tehran, Tokyo, 
Toronto, Warsaw, Zurich. 





AMBITIOUS GOALS FOR THE FUTURE. Building on 
several years of accelerating quality growth and 
earnings, the Group has established clear strategic 
objectives for the years ahead. These include con- 
solidating Commerzbank’s position as one of Ger- 
many’s most profitable universal private-sector 
banks, reinforcing its already prominent position 
across Europe, expanding its international busi- 
ness beyond Europe in markets with promising 
potential, and boosting its net return on equity 
from the current 9.9% to 15% by 2000. 


To meet these aims, the Commerzbank Group is 
concentrating its activities on three main areas of 
business: investment banking, international finance, 
and domestic branch banking. 


INVESTMENT Banking. A traditional area of 
Commerzbank, this division covers global bonds, 
global equities, corporate finance, asset manage- 
ment, forex, agd treasury operations. By the end 
of 1998, we will have significantly expanded 
our international investment banking activities - 
primarily through organic growth — with special 
emphasis on global equities. The Group's strategy 
is to operate its core units in Frankfurt supported 
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by strong outlets in other major international cen- 
ters. Commerzbank’s profit goal for investment 
banking by 2000 is 31% net return on equity. 


INTERNATIONAL Finance. Another proven strength 
of the Group, this division handles Commerzbank’s 
extensive foreign commercial banking activities, 
including trade finance (13.4% of Germany's exter- 
nal trade). With 60 outlets in 42 countries as well as 
stakes in several foreign banks, Commerzbank is 
present in all the world’s decisive markets. Looking 
ahead, we see considerable potential for profitable 
growth in international finance, and have targeted 
a net ROE of 16% for this division by 2000. 


Domestic BRANCH BANKING. Following a sweep- 
ing restructuring in the early 1990s, this division 
has raised its profit contribution to the Group con- 
siderably in recent years. Streamlined operations, 
upgraded service quality, and innovative products 
have positioned Commerzbank for healthy increases 
in market share and earnings. Our aim is to lift net 
ROE to 18% by 2000. 


Goop Start In 1998. After posting record results 
in 1997, the Commerzbank Group has made anoth- 
er strong start in 1998. In the first quarter, the oper- 
ating result before provisions rose 4.2% to DM1.3m. 
These figures follow yet another record performance 
in 1997 when Commerzbank lifted its operating 
profit after provisions by 16% to DM2,157m. 
Anticipating considerable future growth and earn- 
ings potential, Commerzbank, one of Germany's best 
capitalized banks, substantially raised its equity 
capital base by nearly DM3bn to DM16.5bn. 


Dramatic Rise IN SHARE PRICE. 

In 1997, Commerzbank’s share market capitalization 
price surged 81.3%, easily out- po 
performing the DAX increase of 

47.1%. Market capitalization % m4 
more than doubled to some 

DM32.4bn. At DM109.7bn, the * "span" 
Bank ranked 10th among DAX y 

shares in trading volume. The ’ 

net dividend payout was a ® 165 


record DM673m, up nearly 
25%, and the dividend was 
increased from DM1.35 to 
DM1.50 per share. 


Outtoox. Having set ambi- 
tious goals and armed with 
clearly defined strategies, Commerzbank is commit- 
ted to rewarding the confidence of its 3.8 million 
clients with superior service and its 270,000 share- 
holders worldwide with dynamic profit perform- 
ance. Based on results so far, we are optimistic that 
1998 will again be a year of solid progress. 


For more information about Commerzbank, 
contact the Corporate Communications 
Department, Frankfurt, Fax +49 69 136-2 98 05 
http://www.commerzbank.com 
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Come fly with me 


European and American regulators seem about to approve yet more airline 


alliances. Is this good for consumers? 


HAT could be more international 
than the airline business? Yet the in- 
dustry is now grappling desperately with 
globalisation. A wave of national and inter- 
national alliances between airlines has 
seen the number of such arrangements rise 
by 38% in the past year to 502, according to 
a survey by Airline Business, a specialist 
publication. The world’s 221 international 
airlines are coalescing into a first division, 
consisting of four groups (see chart on next 
page), and a long tail in the second divi- 
sion, keen to win promotion or confused 
about what to do next. Regulatory approv- 
als for a handful of alliances is expected in 
the coming six months. They range from 
joint marketing and air-miles programmes 
to the pooling of passengers and revenues. 
Driving all this is the break-up of the old 
highly regulated system of aviation. Until 
recently, a combination of inter-govern- 
» mental treaties and the industry’s own 
trade association (the International Air 
Transport Association, IATA) ran every- 
» thing as a cartel. Bilateral air treaties gov- 
erned who flew what, where and when; 
IATA ensured that everybody charged: the 
same price on the same route. Since IATA 
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pricing started to crack some years ago, air- 
lines have been trying to adapt to creeping 
deregulation and growing competition. 
Still, in most countries, the market is far 
from open to new entrants, and price com- 
petition is still firmly within the club. 

In any other industry, deregulation 
would create competition and consolida- 
tion around the stronger contenders. But 
governments do not like foreigners taking 
over their airlines. Even within the United 
States, airlines prefer partnerships to merg- 
ers, for fear of protests from the antitrust au- 
thorities. Thus, since January, the six chief 
airlines in America have announced their 
intention to consolidate into three alli- 
ances, controlling 85% of the market be- 
tween them. Northwest Airlines bought a 
controlling stake in Continental, which it 
will run at arm’s length, with only a market- 
ing alliance. Since then, United and Delta 
have announced an alliance, and ina third 
pairing American Airlines plans to tie its 
network to that of Delta. 

Internationally, the most noteworthy 
link is that first proposed by British Air 
ways (BA) and American Airlines (aa) two 
years ago. The deal is still being pored over 





by regulators, but it now seems to be inch- 
ing its way towards approval. By early July, 
Karel Van Miert, the European. commis 
sioner for competition, will set out his con=: ` 















































signed such deals ı wi 
Netherlands, and with 
pean countries. ° : 


been Ameisen tol é 
own airlines: or run services inside 
country. Admittedly, an alliance wit 
would remove any desire BA might have 
had to run internal American routes, But 
difficulties remain. The owner of Virgin A! 
lantic, Richard Branson, is keen to launcha 
low-cost airline inside America, cashing in’ 
on recognition of his brand, at least on the: 
east coast. He has so far rejected several ad- 
vances from American partners because he 
wants control over his brand. Tweaking the 
treaty to accommodate Mr Branson no 
longer seems out of the question. 

Yet the alliances have come at a tim 
when there is resentment about high fares. 
This is particularly so for business travel- 
lers inside America with flexible tickets on 
routes where there is no competition from. 
low-cost carriers, such as Southwest. Air- 
lines. There have been calls for the govern- 
ment to help start-ups get into the big 
“hub” airports such as Dallas and Chicago. 
Ralph Nader, the doyen of consumer advo- 
cates, accuses alliances of being a means to 
circumvent antitrust laws. Even the Busi- < 
ness Travel Coalition is campaigning. 





What’s in it for the traveller? 
The airlines retort that passengers (they 
really mean business travellers). benefit: 
from the combination of frequent-flier pro- 
grammes and easier connections. They also 
prattle on about passengers being able to 
use the same terminals and lounges and. 
about the wide range of destinations. 
In reality, however, most such things 
were always on offer from any sensible. 
travel agent who could work out the con= 
nections. Under the old tata cartel it was. 
quite easy to switch flights from one carrier 
to another, even at the last minute. But the. 
spread of different fares as competition: 
crept in meant that airlines have become. 
less willing to accept each other's tickets at 
face value. Alliances are an improvement 
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but chiefly because they bring back some of 
that lost flexibility. 

Airlines also claim that alliances some- 
times intensify competition. Delta and 
United, for instance, propose to buy blocks 
of seats on each other's flights inside Amer- 
ica. Delta executives claim this maintains 
competition, because the two could be sell- 
ing the same seats on the same flight at dif- 
ferent prices. In practice, though, this is not 
likely to have much influence. After all, the 
point of alliances is a joint approach to the 
market, mainly to manage capacity. Dam- 
aging price competition makes little sense. 

The deeper form of code-sharing is a 
merger in all but name. The computer ter- 


oung at heart 


OME advice to all those government 

lawyers working around the clock on 
their case against Microsoft: let your hair 
down. Though the Washington wonks 
worry about Bill Gates and his operating 
systems, word processors and spread- 
sheets, when it comes to software these 
days, consumers prefer fun and games. 

The latest retail statistics from PC 
Data, a market tracker, reveal that the 
best-selling pc software in April was a 
space romp called Starcraft, followed by 
not one but two deer-hunting simula- 
tions, a few tax programs (April is tax 
month), a Titanic game, and eventually, 
in eighth place, Microsoft's Windows 95. 
Microsoft's other software, including its 
Office 97 suite, does not even make the 
top-20 list, outsold by the likes of racing 
games, Tomb Raider’s pneumatic Lara 
Croft, and the perennial best-seller, Myst. 
Indeed, the battle is not even close: as 
with the top-selling game in almost any 
month, copies of Starcraft outsold those 
of Office 97 more than ten to one. Even 
allowing for Office's higher price, the top 
games usually collect more revenue. 

The retail market is just one way in 
which software is sold: most copies of 
Windows are shipped with new pcs, and 
the largest sales of Office come through 
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minals are blind to which airline’s flight 
the traveller goes on. Seats and revenues are 
pooled, much as they were in the bad old 
IATA system. This new form of pooling al- 
ready happens in some international alli- 
ances such as the KLM-Northwest transat- 
lantic joint venture. The similarly deep BA- 
AA tie would give the pair 64% of total seats 
between London Heathrow and America, 
and a monopoly of a few vital routes. The 
fear is that, far from benefiting consumers 
through efficiencies, such alliances will 
gain undue influence over the market. 
How can the antitrust authorities pre- 
vent this? Mr Van Miert is likely to insist 
that BA and Aa give up 230 Heathrow slots 
and cut the number of flights on some 
routes, such as London to New York. This 
may sound impressive, but as Nick Moreno 
of Aviation Economics, a London consul- 
tancy, points out, not all slots are equal— 
peak-time morning and evening slots are 
worth more than those in the middle of the 
afternoon. And Chris Avery, of Paribas, an 
investment bank, wonders which airline 
would launch a service to Dallas against BA 
and AA just because there are suddenly 
some slots at Heathrow? As ever, compe- 
tition in aviation remains confused and 
troubled, even as the old barriers fall away. 





corporate licensing. But even looking at 
the entire software market, games are a 
large—and growing—part. Sales in Amer- 
ica hit $3.3 billion last year, accounting 
for 10-15% of all software sales. In some 
games-mad countries, such as Japan and 
Britain (blame Miss Croft), that fraction 
is probably higher still—the Japanese 
spend $8 billion on games a year. 

The reason for the boom is that 
games are growing up. Mario-crazed kids 
may be the joystick-twiddling stereotype, 
but the reality these days is adults blow- 
ing each other away in Quake death- 
matches on their office network, ponder- 
ing Riven puzzles late into the night at 
home, and indulging in a bit of laptop 
warmongering with Command & Con- 
quer on the road. | 

More than 30m Americans, most of 
them married, buy at least three PC 
games a year, according to Computer 
Gaming World, a trade magazine. A 
qaarter of American households, includ- 
ing 14% of households with no children, 
now have a game console, an all-time 
record. Their quest for more realistic 
worlds to conquer is one of the main fac- 
tors behind consumer rc sales. After all, 
when did a word-processor need a multi- 
media Pc with stereo sound? 
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Al Dunlap 


Exit bad guy 


HEIR stockmarket and their national 

soccer team both took a beating, but to 
many Americans, June 15th was a day for 
rejoicing. After all, it isn’t every day that a 
true villain is vanquished—especially one 
as irredeemable as Al Dunlap. This week, 
Mr Dunlap was sacked after two years as 
the boss of Sunbeam, an American firm 
that makes barbecues, blenders and other 
household appliances. For those who have 
not heard the screams, Mr Dunlap spent 
his brief tenure at Sunbeam executing his 
patented two-pronged strategy: he fires half 
the workforce, then berates the other half. 
The delight he takes in his work, combined 
with a pair of bloodcurdling nicknames— 
“Chainsaw Al” and “Rambo in pin- 
stripes”"—have propelled Mr Dunlap into 
the ranks of the rich and infamous. 

His humiliating departure from Sun- 
beam has called forth a torrent of jokes 
about tree-felling equipment and Sylvester 
Stallone. It also raises a question, even less 
amusing than the jokes: now that Mr 
Dunlap has fallen, does it mean that his 
critics were right all along? 

What makes this hard to answer is that 
the man has been attacked for so many 
things. Much of the criticism, understand- 
ably enough, has been directed at his 
personality. Mr Dunlap is mean, ill-tem- 
pered and arrogant—perhaps the nicest 
thing one can say about him is that his hos- 
tility is sincere. For those who want nice 
guys to finish first, Mr Dunlap’s downfall is 
nothing but good news. 

But Mr Dunlap has not spent his career 
as a chief executive—a career spanning 
seven companies over 15 years—trying to 
win popularity contests. “If you want a 
friend, get a dog,” he once advised, echoing 
President Truman. “I'm not taking any 
chances—I've got two dogs.” He has said 
that he prefers to be measured by results; 
and the only result that matters, he argues, 
is the effect he has on a firm’s share price. 
Until this year, that result has always been 
resolutely positive. After taking over Scott 
Paper in 1994, Mr Dunlap trebled the 
firm’s market value in just 20 months. And 
after helping Sunbeam’s share price to rise 
from $12's to $52's in under two years, it ap- 
peared that he had triumphed again. 

Those who were appalled by Mr 
Dunlap’s tactics had little recourse. All they 
could do was grit their teeth, insult him— 
and wait. Finally, their moment came. 
Since their peak, Sunbeam’s shares have 
fallen to $13'2, just a shade above their price 
two years ago. And the firm’s earnings have 
plummeted. After lowering its first-quarter 
earnings forecasts in March and April, Sun- 
beam announced in May that it had 
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Al Dunlap and friends 


missed both targets. Having heard enough 
from an unrepentant Mr Dunlap, the 
board finally booted him out. 

At last, the critics had their proof: lay- 
offs, tough talk and strict financial targets 
do not work, they crowed. During a confer- 
ence call with analysts and journalists on 
June 15th, one reporter could not wait to 
ask the board’s new chairman the obvious 
question: was Mr Dunlap sacked because 
his cuts went too far? 

And the answer, from both Peter 
Langerman, the chairman, and Jerry Levin, 
Sunbeam’s new boss, was “No”. The fact is, 
Mr Dunlap’s efforts to cut costs had been 
exactly what Sunbeam needed when he 
took over two years ago. By eliminating 
workers and shedding assets, Mr Dunlap 
was able to save $225m a year. That was pre- 
cisely the measure the company needed, 
and one that the new chief executive is de- 
lighted to inherit. 

The trouble with Mr Dunlap as a man- 
ager is not that he likes to cut costs. It is that 
he is incapable of anything else. Most of Mr 
Dunlap’s previous top jobs were in the 
pulp and paper industry; and his success 
stories have all been cases where brutal job 
cuts and asset sales were the solution. 

But after a decade or so of restructuring, 
few American companies can benefit from 
such a one-dimensional approach. Sun- 
beam, it is now clear, is not one of them. In 
addition to cutting costs, the firm must also 
find ways to sell more products. At first, it 
seemed as though Mr Dunlap was succeed- 
ing in this realm also. In 1997 Sunbeam’s 
reported revenues increased by 22%; in the 
fourth quarter, they were up by more than 
30%. It is now clear, however, that the im- 
provement was temporary. By loading its 
wholesale customers’ shelves in the fourth 
quarter, Sunbeam was able to book an im- 
pressive jump in sales; once those inven- 
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tories swelled, however, 
demand for more barbe- 
cues collapsed, leaving 
Sunbeam with the double 
curse of falling sales and 
shrinking margins. 

Eventually, this back- 
log of inventories will 
clear, and revenues will be- 
gin to rise again. Mr Levin, 
the former boss of Cole- 
man (one of three compa- 
nies Sunbeam acquired in 
March) has said that he 
supports most of Mr Dun- 
lap’s initial restructuring 
plan. He has promised two 
big changes. He will jetti- 
son Mr Dunlap’s central- 
ised approach, relying 
more heavily on profit cen- 
tres; and although he will 
proceed with Mr Dunlap’s 
plans to outsource produc- 
tion, he will pay more attention to the diffi- 
culties of how this should be done. 

In other words, he will attend to some 
of the subtleties that the bull-headed Mr 
Dunlap was unable to master. Mr Dunlap, 
meanwhile, is once again free to prowl. His 
prey? Perhaps the first company to draw 
the wrong conclusions from his downfall. 





BolsWessanen 
Hard cheese 


AMSTERDAM 


ISANG AMBON is an acquired taste. 

Like its glutinous yellow sister, Bols 
Advocaat, the syrupy liqueur “based on an 
old Indonesian recipe” tends to languish 
on the top shelf, ignored until a barman de- 
cides to venture on a flashy new cocktail. 
For BolsWessanen, the Dutch food and 
drink firm that makes both brands, obscu- 
rity punctuated by ill-advised mixing has 
produced a distinctly woozy result. 

On June 17th the firm gave warning that 
its first-half net profits would be 15-20% 
lower than the 79.8m guilders ($39.5m) it 
earned in the same period in 1997. Besides 
booze, the firm makes cheese, cornflakes 
and curries, and runs a delivery service to 
American supermarkets. For investors, the 
mix has proved unappetising, and Bols- 
Wessanen’s shares trade at a price-to-earn- 
ings ratio 40% below that of other foog- 
and-drink firms in the Dutch stockmarket. 
Now the firm is making a belated attempt 
to regain a steady footing. 

As with many a recovery programme, 
the first step is to forswear drink. In April 
the firm sold its French wine business, 
which had 1997 sales of 370m guilders 
($190m), to the division’s management. The 


BUSINESS 


spirits business, with a further 460m guil- 
ders of sales last year, is to be sold this sum- 
mer. Although at an operating margin of 
10.5%, almost twice the 5.6% of the group as 
a whole, the drinks business was BolsWess- 
anen’s most profitable operation, it does 
not fit alongside the rest of the firm’s activi- 
ties. By admitting as much in March, when 
the company announced its intention to 
sell the booze business, BolsWessanen con- 
firmed the doubts of those who questioned 
the original merger that formed the con- 
glomerate five years ago. 

That 1993 merger combined Wessanen, 
a wholesaler of cocoa, flour and edible oils 
that had branched into consumer foods, 
and Bols, a spirits firm with a few strong 
Dutch brands. The steady cash flow from li- 
quor would fund new food aquisitions, to 
be guided by Bols’s brand expertise. In fact 
Bols required several years of financial 
nursing before it started to generate decent 
profits. The lessons of a sleepy Dutch spirits 
market were inapplicable in, say, the cut- 
throat world of frozen yogurt. There were 
few synergies even in distribution, since a 
Dutch law that prevented food retailers 
from selling spirits was slower to change 
than the new firm had hoped. 

Even with the drinks business gone, 
BolsWessanen will remain a disparate af- 
fair. Its biggest business is dairy products, 
which accounted for 2.55 billion guilders of 
sales in 1997, almost half of the total. But 
this is not quite what it seems. In Europe, 
where the firm does roughly 40% ofits busi- 
ness, “dairy products” means cheese. Its 
Leerdammer brand is the market leader in 
northern Europe, while in Britain this year 
the firm is demonstrating its mastery of 
what it calls “cheesemanship” by launch- 
ing Maidwell, a new species of cheddar. 
However, in America, which accounts for 
most of the rest of its sales, “dairy products” 
means all sorts of drinkable milk, as well as 
yogurt and ice cream and even fruity 
drinks for children. (There’s a bit of cheese, 
too—from its Heluva Good Cheese subsid- 
iary in Sodus, New York.) 

A further quarter of last year’s sales were 
from an entirely different sort of business— 
food distribution to American stores, 
through the Tree of Life company, which 
specialises in “natural” food such as frozen 
organic spinach. The rest of its sales were 
divided between breakfast cereal across Eu- 
rope and frozen snacks in Belgium and the 
Netherlands, along with a smattering of 
convenience-food joint ventures in Central 
Europe. And like a boozer who can’t quite 
kick the habit, BolsWessanen retains a 
quiet drinks interest through a 35% stake in 
Campari, an Italian maker of vermouth 
and exotic spirits. 

Mac Zondervan, BolsWessanen’s chair- 
man, acknowledges that this is too many 
things in too many places. But he finds 
equally good things to say about most of 
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Saturated livers, unsaturated market 


the businesses, remarking for instance that 
profit margins on branded cheese turn out 
to be very close to those on private-label ce- 
reals. So ruthless paring may come too 
slowly to satisfy investors. Most of the busi- 
nesses are doing well enough (though con- 
venience food had a bad year because of 
problems with freezers in a new factory); 
but they add little to each other. 

Darrell Duthie, an analyst at Mees Pier- 
son, a Dutch bank, points out that only a 
few of the businesses—the American distri- 
bution chain and Europe’s cheese in par 
ticular—are big enough to enjoy economies 
of scale in their own right. Convenience 
food pits BolsWessanen against monsters 
such as Nestlé, without offering any special 
advantage to a smaller operator. Mr Duthie 
has calculated that the break-up value of 
BolsWessanen is the equivalent of at least 
40 guilders a share—20% higher than its 
price in recent weeks. But no unfriendly 
takeover is possible, given the Dutch system 
of trading in non-voting certificates rather 
than shares with voting rights. Radical sur- 
gery would need to wait for the willing par- 
ticipation of BolsWessanen’s management. 

Disposals will generate cash—following 
gains from this year’s divestiture of drinks 
and a few small sales last year, such as a 
Dutch confectioner. Shareholders might 
want to see some of this money themselves, 
but Mr Zondervan dislikes the idea of a 
share buy-back—because of its tax implica 
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tions in the Netherlands, but also because 
he would rather spend the money. That will 


make investors uncomfortable, given 
BolsWessanen’s patchy record, and the 
news in January that a joint venture was 
underway with Golden Poultry Interna- 
tional in Bangkok. Maybe the distiller of 
pisang ambon has not yet got the whiff of 
“exotic spices” out of its system. 
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Votorantim 


Easy now 


SAO PAULO 


MORE ambitious firm might be a 

world-beater by now. Then again, it 
might be a candidate for break-up or take- 
over. Votorantim is neither. Despite low in- 
ternational prices for some of its main 
products, Brazil's largest and proudest in- 
dustrial group, founded in 1918, still turned 
a respectable, if unsensational, pre-tax 
pyofit of 316m reais ($282m) on sales of 4.3 
billion reais last year. Stability was the aim 
at Votorantim and no mean achievement 
in an economy as volatile as Brazil's. But 
the country is changing. Inflation has 
fallen, trade has expanded and capital 
comes on more demanding terms. That 
poses a question for Votorantim: how long 
can it remain a family-owned conglomer- 


ate confined to its home market? 

At the moment, Votorantim’s strengths 
are still more evident than its weaknesses. It 
is Brazil’s largest cement producer, and its 
third-largest pulp and paper maker. It also 
has aluminium, zinc, nickel and steel busi- 
nesses, and is an important investor in Bra- 
zil’s huge electricity privatisations. As if all 
that were not enough, Votorantim’s citrus- 
juice subsidiary claims to have the world’s 
largest orange grove (in which it has 
planted 3.5m trees), while the group’s odds 
and ends include chemical and packaging 
businesses and a small investment bank. 

Such diversity was characteristic of 
many of Brazil's family empires in the re- 
cent past, when they were isolated from for- 
eign competition by protectionism and in- 
flation, and cosseted by subsidised credit. 
The flaws of many such firms have been 
cruelly exposed as Brazil has reformed. 

So far Votorantim has survived this test. 
It appears to have sound management. The 
group’s patriarch, Antonio Ermirio de Mo- 
raes, is well known in Brazil as a man of 
austere habits and a social conscience. 
Though small stakes in the cement and pa- 
per businesses are publicly traded, his fam- 
ily retains firm control over the group. He 
and his three siblings each have 25% of the 
holding company. Their children, now in 
their thirties and forties, are heavily repre- 
sented in senior management positions. 
Since there are 23 of them in all, one of 
Votorantim’s next tests will be handling the 
transition between generations. 

Another is how to deal with the new 
opportunities posed by a more open econ- 
omy. Last year Votorantim’s caution 
proved a liability when it was outbid by an 
energetic rival in the privatisation of 
Companhia Vale do Rio Doce, a state- 
owned mining and transport giant. Thus 
foiled, Votorantim’s main new venture is 
in electricity, where it has formed vBc, a 
joint venture with two local partners. In 
association with other investors, VBC last 
year paid 4.6 billion reais for controlling 
stakes in two big electricity distributors in 
Brazil’s industrialised south. 

Votorantim’s biggest asset is a strong 
balance sheet: despite an investment pro- 
gramme running at $900m this year alone, 
total debt is less than cash holdings, accord- 
ing to Jose Ermirio de Moraes Neto, who 
runs the cement and banking businesses. 
That is thanks mainly to the cement busi- 
ness, which is a sturdy cash cow. Although, 
average cement prices in Brazil are low, 
and foreign giants such as Switzerland's 
Holderbank and France’s Lafarge have re- 
cently bought cement plants in the country, 
Votorantim can charge more than its com- 
petitors: it has a stranglehold (critics call ita 
monopoly) over the business in Sao Paulo, 
the largest and most profitable centre. 

At the firm there is little sense of a need 
for urgent change. Like many conglomer- 
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ates, Votorantim sees di- 
versity as a shield: cement 
apart, its main businesses 
are internationally traded 
commodities subject to 
cylical swings. Though ex- 
ports make up 25% of its 
sales, so far it has avoided 
entanglements abroad. In- 
stead, it claims to stick not 
just to businesses it knows 
well, but to those where 
Brazil has natural advan- 
tages or a fast-growing lo- 
cal market. 

Yet an open economy 
creates threats as well as 
opportunities. Ben Uglow 
of Robert Fleming, a stock- 
broker, points out that the group’s cement 
business may be vulnerable to cheap Asian 
imports, because its main markets are close 
to Brazil's coastal ports. And Brazil’s paper 
industry, with many small producers, is 


Digital television 


Sky's new dawn 





ripe for consolidation; 
while it has low costs, 
thanks to its fast-growing 
eucalyptus trees, so do 
places such as Indonesia. 
Last year, for the first 
time, Votorantim tapped 
international capital mar- 
kets, raising $400m in 
bonds. The group says it 
may take on more debt, 
and sell minority stakes in 
some operating compa- 
nies. But experience of eco- 
nomic volatility makes 
Votorantim congenitally 
conservative: a more lever- 
aged capital structure 
would be “premature” 
while Brazil’s stabilisation is incomplete 
and world markets are so uncertain, says 
Mr Ermirio de Moraes Neto. Caution has 
served Votorantim well, but is it still the 
way to do business in Brazil? 
= È 





Pushed by the government, British television is going digital. There is a lot at 
stake, most of all for Rupert Murdoch’s BSkyB 


N JUNE 21st, almost ten years to the 

day after it signed its first lease on an 
Astra satellite, Bskys—on some measures, 
the world’s most profitable pay-Tv oper- 
ator—is leading Britain’s headlong rush 
into digital television. The company de- 
scribes it as a “soft launch”: only next 
month will it start peddling digital set-top 
boxes to existing customers. But in Septem- 
ber it will move to a war-footing with a 
£100m ($165m) marketing blitz and boxes 
in every electronics store. Subscribers will 
get access to around 200 video streams car- 
rying new programming, time-shifted 
movie channels, near video-on-demand 
(Nvop) and a host of interactive services. 

But the mood at Sky, as it prefers to be 
known, is more one of trepidation than tri- 
umph. As the dominant firm in the ana- 
logue subscription market with pre-tax 
profits last year of £314m, Sky has every- 
thing to lose. Why then is the company, 
which is 40% owned by Rupert Murdoch's 
News Corporation, risking so much? 

Sky has believed for some time that dig- 
ital television is a change of direction that 
requires nothing less than the relaunching 
of its business. To succeed, it not only has to 
persuade its 3.3m existing satellite subscrib- 
ers to splash out on new equipment, but 
also to maintain its grip on programming 
when other platforms—cable and digital 
terrestrial television (prr}—will be offering 
strong competition for the first time. Lastly, 
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it will have to contend with a regulatory 
framework that is far more intrusive than 
before. 

As if that were not enough, Sky has to 
make this difficult transition with a new 
management team—the old guard having 
departed because of a mixture of poor 
health and irritation at Mr Murdoch’s in- 
creasing interference, which has included 
installing his daughter, Elizabeth, as gen- 
eral manager. Sam Chisholm and David 
Chance, the men who turned Sky from a 
cash drain that nearly sank News Corp into 
today’s cash cow, were less keen to welcome 
the digital dawn than their ultimate boss. 

Mr Chisholm, in particular, weighed 
down by share options, reckoned that the 
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longer Sky could keep digital television at 
bay, the better for Sky’s investors. However, 
while Mr Murdoch has no illusions about 
the difficulties of making the new digital 
services as profitable as the old analogue 
ones, he believes that moving early is every- 
thing. The government is determined to 
start DTT services later this year—the first 
market in the world todo so—and Mr Mur- 
doch concluded that digital television was 
inevitable. Sky’s best chance of staying on 
top was to move to digital technology when 
its market power was still at its peak. 

Yet any hesitation would be under- 
standable. Ever since 1990, when Sky saw 
off its hapless rival, British Satellite Broad- 
casting, it has brilliantly exploited its con- 
trol of the direct-to-home (DTH) satellite 
platform to cow rival programmers and 
Britain’s late-starting cable industry (see 
box on next page). While cable was labori- 
ously and expensively digging up Britain 
street by street, Sky was able to bring multi- 
channel television to anyone, anywhere by 
means Of a little dish and a cheap decoder. 

As Sky’s subscription base grew, pro- 
grammers and rights holders knew that dis- 
tribution meant dealing with Sky. One or 
two channels had their own transponder 
capacity on Astra satellites, but Sky quickly 
mopped up what was left. It also controlled 
the encryption and access technology in its 
set-top boxes. Channel operators who 
needed subscriptions to survive—nearly all 
except advertising-rich services like Via- 
com’s MTv—had to negotiate the terms un- 
der which Sky would carry their pro- 
grammes. Sometimes the price was to 
admit Sky as an equity partner, as in the 
case of Nickelodeon, a children’s channel. 

Sky was the gatekeeper of the multi- 
channel market, a fact underlined when it 
secured exclusive rights to broadcast live 
Premier League football matches in 1992. 
Sport, even more than movies, Mr Chis- 
holm realised, would be the principal 
driver of pay-tv and it was worth paying 
almost any price to “own” top football. Pre- 
mium sport has not only been crucial to the 
development of Sky’s prH platform, it has 
enabled Sky to dictate the programming 
terms of trade with the cable operators. 

Digital television puts all this at risk. In 
the first place, Sky will no longer have a mo- 
nopoly on capacity. The relentless rise of ca- 
ble was anyway eroding that (three out of 
four new Sky subscriptions now come from 
cable). But the explosion in satellite capac- 
ity—a transponder that in analogue would 
have provided one video stream can now 
support seven or eight—and the launch of 
earthbound prr with room for at least 30 
channels together mean that the days when 
Sky could control the market by rationing 
capacity are numbered. 

Then there is Sky’s ability to dictate who 
can use its platform, which has been further 
undermined by new government regula- 
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tions for digital broadcasting. Competition 
authorities in Britain and Europe have 
‘blessed a joint venture between Sky, BT, 
” Midland Bank and Matsushita which will 
offer interactive services and provide a re- 
tail subsidy for the set-top boxes needed to 
decrypt digital signals. But the regulator 
will guarantee broadcasters who are not 
-part of the Sky package access to Sky’s box 
on “fair and non-discriminatory terms”. 

In the face of these threats, the question 
is whether Sky can keep a grip on the pre- 
“mium sport and movie channels that are so 
` © vital to its market power. Some of the Holly- 
wood studios have already signalled their 
intentions, by refusing Sky exclusive PPV 
rights and doing a separate deal with a 
group of cable operators. Because of fre- 
quent start-times and purchase through the 
handset, ppv in digital broadcasting may 
deliver a killer blow to movie channels, 
< which are already fading in popularity. 

Sky’s hold on premium sports rights— 
above all Premier League football—is stron- 
ger, but even that could loosen. Two years 
from now, when the rights will be renegoti- 
ated, subscribers to cable television and 
;: prtshould out-number those receiving sat- 
< ellite television—and both will be growing 


<- more rapidly. Sky will almost certainly be 


the only satellite broadcaster to win rights, 
but the Premier League, an increasingly so- 
phisticated negotiator, may prefer to do 


| Hot wires 


RITAIN’S cable companies started as 
television businesses. They lost 
| money doing that. Then, when telephony 
was deregulated, they decided their fu- 
ture lay in telecoms. They still lost money, 
but not so much. Now the vision has 
changed again: they see themselves as 
some sort of converged communications 
companies. Barclay Knapp, chief execu- 
tive of NTL, which on June 17th an- 
| nounced it had spent £940m ($1.55 bil- 
| lion) buying three other cable operators, 
| cannot put a name to it. “I don’t know 
| what we are. We just want to pump every- 
4 

| 
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thing we can down the wires.” This time, 
Mr Knapp thinks, cable is going to make 
money, and lots of it. 

Cable is in a very different shape to 
two years ago. Mergers have turned a frag- 
mented loss-making industry into one 
with three big firms: CWC, 53% owned by 
Cable and Wireless, formed last year out 
of a four-way merger. Telewest, owned by 
‘four American companies—us West, TCI, 

“Cox, sec—merged with General Cable, 
owned by ccE, earlier this year. And NTL, 
which was born from curious parentage: 
an American cellular firm, a British cable 
company and the privatised assets of the 
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deals ‘directly with cable and DIT, T rath 
than allow Sky to be its wholesaler. 





Sky still has some advantages. Its con- 


trol over premium programming will see it 
through the risky early years of digital tele- 
vision. Its subscriber-management opera- 
tion is a paragon of customer service that 
shames the cable companies. It has the pay- 
Tv brand. Its analogue business will con- 
tinue throwing off enough cash to enable it 





Independent Broadcasting Authority. 
NTL now matches up to its rivals, with 
franchise areas covering 5!2m houses. 
cwc makes an operating profit, but 
the others are still losing money. Includ- 
ing debt servicing, Telewest lost £310m 
last year on a turnover of £386m and 
more consolidation is expected. Telewest 
could be sliced up between the other two, 
but its parents disagree about its fate: Cox 
and TCI want it to merge with another ca- 
ble company, us West wants it to remain 
independent and ssc wants out. 

Disillusioned Americans aside—and 
they have reason to be grouchy, having 
spent £7 billion digging up Britain’s 
roads for precious little in return—things 
are looking up. Consolidation has cut 
costs. CWC has been slicing jobs and is 
moving almost everybody, including the 
chief executive, Graham Wallace, from 
London to Watford. “One must set an ex- 
ample,” he says, insisting that economies 
of scale will help improve the industry’s 
dreadful service record. 

Penetration is at last going up. The 
share of houses with access to cable that 
buy the service has been for years at a curi- 
ous but consistent 22%. NTL has started of- 


: round of righ 






r platforms during the next 
ts negotiations. 

- Moreover; Sky is in many ways simply 
better than its competitors. It is devoted to 
television and entertainment in a way that 
the cable companies, with their primary in- 
terest in telecoms, never can be. Its under- 
standing of subscription television far out- 
strips that of British Digital Broadcasting, 
the joint venture between Carlton and Gra- 
nada—two giants of the rv network— 
which won the licence to provide pay ser- 
vices on DTT. Furthermore, the capacity of 
ptt, and thus its range of choice, will never 
match that of digital DTH. And it has the 
early-mover advantage that could make 
Sky synonymous with digital television. 

Under. Mark. Booth, a solid marketer 
without the particular genius of Mr Chis- 
holm, Sky will have to prove it can execute 
its strategy as adeptly as of old. As the com- 
pany’s dominance fades and the regulators 
keep a watching eye, Sky will also have to 
learn to be less bullying. Yet it remains a for- 
midable company. Mathew Horsman, me- 
dia analyst at Henderson Crosthwaite In- 
stitutional Brokers and author of a recent 
book on Sky, argues “Sky’s days of near-mo- 
nopoly are almost over, but it still has more 
than enough going for it to emerge as the 
uK’s digital leader.” The ever-pragmatic Mr 
Murdoch would probably settle for that. 











fering cheap packages of a telephone line 
with a few extra Tv channels for £8.87 a 
month, the same as.a BT line, and has. 
achieved 45% penetration in some areas. | 
The others have followed. l 

And digital improves the cable com- | 
panies’ prospects further still. The Inter- 
net, and the prospect of demand for inter- 
active services, gives the cable companies 
an advantage over both satellite televi- | 
sion and the telecoms companies. BSkyB | 
can transmit information, but has to | 
hook up to the telephone for a return 
path; telephone lines lack the capacity of 
cable wires. NTL already offers Internet ac- 
cess with telephony and television; and, 
from late summer, will offer the Internet 
on television to. anybody who does not 
have a pc. Some doubt that the British are 
ready for all this. But although Britain is 
still much less wired than America—ac- 
cording to Inteco Corporation, 7% have 
Internet access at home, compared with 
20% in America—the numbers are rising. 

NTL, recognised in the industry as the 
most innovative company, also has the 
most comprehensive infrastructure—ca- 
ble, mobile telephony, a national fibre- 
optic network and a television broadcast 
network. It:also has enormous debts. Mr 
Knapp seems likely either to succeed very 
big, or go bust very big. 
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. RESULTS FOR THE YEAR ENDED 31 MARCH 1998 


The Board of Directors of Compagnie Financiere Richemont AG announces 
the following results for the year ended 31 March 1998, 








1998 
Operating Profit £ 1044.4 m £ 954.2 m + BSG 

















Profit Attributable to Unitholders £ 386.0 m £ 302.9 m + 27.4% 









Earnings per Unit £ 67.22 £ 52.75 + 274% 


Dividend per Unit £ 11.50 £ 9.40 + 22.3% 








es E 
The financial highlights shown above exclude the effects of exceptional items 
and goodwill amortisation from the results for both years. 













© The Group’s operating profit increased by £ 90.2 million (9.5 per cent) to £ 1 044.4 million 
reflecting good underlying growth in operating profit in the Group’s tobacco and luxury goo 
businesses, together with a significant reduction in the level of losses arising in respect of the. 






Group’s pay television interests. The growth in operating profit of £ 90.2 million was achievec 
after adverse currency effects arising from the strength of sterling of some £ 132 million. 










© Operating profit from the Group's tobacco operations, held through Rothmans International, 
increased by 15.9 per cent at constant exchange rates, reflecting growth in all regions with 
particular improvements in France, Malaysia and the United Kingdom. 


_@ The Group’s luxury goods business, held through Vendôme Luxury Group, showed continued 
growth with operating profit increasing by 15.2 per cent in Swiss franc terms. 


© Profit attributable to unitholders and earnings per unit, adjusted to exclude exceptional ite: 
and goodwill amortisation, increased by 27.4 per cent to £ 386.0 million and £ 67.22, respectively. : 


è The annual dividend is increased by 22.3 per cent to £ 11.50 per unit. 





+ 
Copies of the full results announcement and the annual report may be obtained from: 





Compagnie Financière Richemont AG Rigistrasse 2 6300 Zug Switzerland 
Telephone: +41 (0)41 710 33 22 Telefax: +41 (0}41 711 71 02 





Richemont International Limited. 15 Hill Street London W1X 7FB 
Telephone: +44 (0)171 499 2539 Telefax: +44 (0)171 491 0524 








Everybody knows about Caterpillar and 
highways. If you've driven any of the 43,000 miles 
of interstate roads over the past 30 years, you already 
equate the yellow of our earthmoving equipment 


with progress in transportation. 


But what about all the trucks you pass? A quas 


of all heavy trucks put into service in the last f 


years are powered by one of our diesel engir 


In fact, one fourth of Caterpillar’s $18.9 billions 


worldwide sales and revenues are from engir 





iad turbines. In addition to powering trucks, we 
Wild engines for everything from fishing boats to 
scomotives to electric power generation. 

So when you see that familiar flash of yellow 


juipment as you pass a highway construction 


. 
project, remember that the possibilities we 


create don’t end there. It’s where they begin. 


CATERPILLAR 








_. | Just care about bonuses.” 


Aman of Flint 


The managers at General Motors may deserve to win the battle of Flint. But they should 
ask themselves why they ever lost the loyalty of workers like Dwight BoBo 


HE Union Hall of United Auto Workers 
Local 659, which represents the workers 
at the General Motors metal-stamping fac- 
tory in Flint, Michigan, seems an unlikely 
hotbed of radicalism. Outside stands a well- 
kept monument to 659’s war veterans. In- 
side, it feels like the final preparations for an 
over-40s’ coach trip—perhaps for the golfing 
break advertised on the notice board. A grey- 
haired striker brings his grand-daughter 
| into the kitchen to get some doughnuts. 
| Dwight BoBo, a mild-mannered 54-year-old 
electrician, helps her choose one, then goes 
| back to his chore of making coffee. 
His odd name notwithstanding, (“Ap- 
| parently we were called Le Beau Le Beau 
once”), Mr BoBo is a good example of what 
| might be called Flintman. GM still employs 
| 33,000 workers in the Michigan town. Like 
many of his peers, Mr BoBo has been work- 
ing for GM ever since high school, the only break being a two- 
year stint in Vietnam. His father once worked for GM; his brother 
still does (in a factory opposite a billboard that proclaims 
“GM+UAW=Great Products”), His wife also comes from a GM 
family. Mr BoBo would not dream of driving any other car. 
Most employers envy such testaments of loyalty. But at GM, 
Flintman is disillusioned, on strike and costing his firm $50m a 
day. The 3,400 hourly workers at the stamping plant went on 
strike on June 5th; six days later a components factory followed. 
GM has laid off more than a quarter of its 223,000 hourly work- 
ers in North America. Talks continued as The Economist went to 
press. But the strike was threatening a new range of GM pick-up 
trucks, which were to account for a quarter of its sales next year. 
It is tempting to assume that Mr BoBo is an industrial bron- 
tosaurus, prepared—thrilled, even—to hold his employer to ran- 
| som. He says he has no problem with managers being paid well, 
| orwith workers, ifnecessary, being replaced by machines; but he 
believes that the difference in attitudes between the boardroom 
| and the shopfloor is every bit as wide as the gap between himself 
and the people who protested about Vietnam 30 years ago. The 
last time the men at Flint made concessions, he complains, GM’s 
then boss picked up millions in bonuses. 





that most dangerous thing in industrial rela- 
tions, a principle: Gm’s apparent failure to 
invest, as promised, $300m to upgrade the 
Flint factory. Moreover, GM provoked the 
strike by, as Mr BoBo puts it; “sneaking” into 
the factory over Memorial ‘Day. weekend 
and removing several dies needed for the 
new pick-up trucks—ironically, a contin- 
gency plan designed to keep things rolling 
in the event of a strike (a chastened Gm has 
already agreed to return the dies). Doubtless 
GM's treatment of the factory wasa question 
of tactics, but to Mr BoBo it seemed like bad 
faith: “GM said it would invest the money; it 
hasn't. When I sign a-contract with GMAC 
{the firm’s finance arm] to buy a car, I can’t 
renege on it.” 

GM was never going to avoid confronta- 
tion with Mr BoBo and his kind. For the past 
decade the American motor industry has 
been traversing a shift in manufacturing technology that re- 
quires fewer workers with more skills (see chart). Even now, that 
process is incomplete. Gm makes nearly $1,000 less on each vehi- 
cle than Ford, largely because it has too many small factories 
with too many $40-an-hour workers. Gm has 14 stamping 
plants; it probably needs only ten. The Flint plant, in which 
some UAW workers get eight hours’ pay for 4'2 hours’ work, is 
particularly inefficient. Even with investment, it would not 
match Ford’s American plants, never mind Toyota’s. 


The tragedy of Detroit 

But one suspects that GM could have got more out of people like 
Mr BoBo. It has ended up making more concessions to the UAW 
than Ford, whilst remaining on worse terms. Mr BoBo admits 
that change is necessary, but has never heard managers set out 
an honest vision for Gm’s future; just a succession of unrealistic 
promises that have since been broken, with an undertone of ugly 
rumours about closures that have since come true. 

Mr BoBo patently loves his job. After 30 years as a GMer he 
and his kind possess a vast store of what the Japanese like to call 
“tacit knowledge” about manufacturing cars. A few years ago, he 
and a friend put in a successful idea to 





“I think about how things will be when 
I'm dead; the guys in the boardroom 
don’t. Pm worried about our children’s 
jobs—and the towns around here. They 


Many argue that the high wages and 
restrictive practices of the UAW are de- 
stroying Flint’s future. All the same, an 
ageing family man, looking forward to 
retirement, hardly fits the picture of a 
placard-waving radical. In fact, Mr BoBo 
seems to regret all the bickering, which 
he compares to a marriage in which even 
the smallest tiff leads to a row. He still 
drinks with friends who are in manage- 
ment (and thus still work in his factory). 








savings were supposed to be split with 
the employee up to a limit of $20,000, 


and they are the kings.” 


head of his factory; and, despite being a 


“I kinda gave up being interested in 


that question, it will have a rough time 
with its workers—and not just in Flint. 





Lurking at the heart of the dispute is 





but GM forgot to measure the savings— | 
and fobbed the pair off with $800 each. | 
“It wasn't so much the money as the | 
principle... It’s like we are the peasants | 


Mr BoBo has never met the current | 


relatively well-read man, he did not | 
know that Gm’s chairman is Jack Smith. | 


those things,” he admits good-naturedly. | 
“What's the point?” Until Gm answers 








use a different type of welding-wire; the | 


| 
| 


| 
| 
| 
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Long-term perspective on Asia. 


Unparalleled understanding of its 
opportunities and challenges. 


Commitment tothe region today and 


tomorrow. 


Our Commitment to Asia 
More than 50 years ago, BankAmerica made the visionary commitment 
to help finance Asia's development, and built a network to do it. 

Today, our commitment is stronger than ever. Our in-country specialists 
and research teams across the region provide the hands-on knowledge 
and analysis necessary to thoroughly understand diverse Asian markets. 
Our product expertise and global financial strength enable us to answer 
capital raising challenges with innovative solutions. And our international 


network of issuers and investors ensures client access to opportunities 














and resources needed to grow businesses. 
Today and tomorrow, BankAmerica remains dedicated to helping 
our clients in Asia move forward. 


That's power in motion. That's BankAmerica in motion. 


© 1998 BankAmerica Corporation 
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BankAmerica in motion: 


www.bankamerica.com 
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JR PRODUCTS PROTECT HER 
TODAY. OUR DISCOVERIES 
WILL PROTECT HER TOMORROW. 


Cancer, AIDS, cardiovascular ailments, Parkinson's disease... These are just a few of the targets of RhGne-Poul 
“research in the life sciences. At our subsidiaries, Pasteur Mérieux Connaught and Rhéne-Poulenc Rore: 
-discovering the vaccines and medications of the future. We're developing treatments that will be more easily to 
ALL life sciences at Rhéne-Poulenc have one important goal: to improve the health and well-being of peop 
oday and tomorrow. y 
we http://www.rhone-pou 





If you fly 


Siebe controls always ensure a warm welcome at Heathrow. 


Attention all passengers. The air at the world’s biggest airport is controlled and conditioned by Siebe. We 
also take care of cabin temperatures when you're cruising at 30,000 feet. Away from airport terminals 
Siebe environmental controls create the special atmosphere in hundreds of other public and private 
spaces, from sports stadia to art galleries to millions of homes. In fact, Siebe make you feel more 
comfortable in places you visit almost every day, and some you only visit when you're going on holiday. 
Siebe plc, Saxon House, 2-4 Victoria Street, Windsor, Berkshire SL4 1EN, England. Tel +44 1753 855411 
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-Asia trembles again 


 UBANGKOK, HONG KONG, JAKARTA AND SEOUL 


Aweak Japanese currency is spooking the rest of Asia as the region struggles to 


come to terms with its economic woes 


 FIPHE Japanese currency’s fall through 
. A ¥140 to the dollar on June 8th spread 


«distress across the rest of Asia. Distress 


__ turned to outright panic when the yen hit 
nearly ¥147 to the dollar on June 15th, its 
lowest level in eight years. As The Econo- 
-mist went to press, the yen had found tem- 
porary respite after Japan and America 
jointly intervened in the foreign- 
exchange market to revalue the 
= Japanese currency sharply, also 
< helping world stockmarkets to re- 
_ bound. It is unclear whether the 
“revaluation will last, whether fur- 
ther intervention will follow— 
“and, if so, whether it will succeed. 
<: But many in Asia will be hoping 
does, as a weak yen is coming to 
_ be seen as the greatest enemy to 
recovery in the troubled region. 
“A falling yen, together with 
worsening economic data and 
„political worries, has helped flat- 
|- ten the rallies that lifted most of 
“Asia's: battered stockmarkets this 
year (see chart on next page). 
South Korea’s stockmarket is 
down 43% in dollar terms from 
its peak in early March. Singa- 
pore’s market, supposedly a rela- 
tive safe haven, now stands at a 
ten-year low. Those Asian curren- 
cies that float are also being pres- 
sured by the yen. 

So, too, are Asia’s two remain- 
ing fixed currencies. Last week 
and early this week, interest rates 
in Hong Kong surged to protect 
the Hong Kong dollar’s link with 
the American currency. And po- 
litical leaders in China have been 
decrying the pain to their economy caused 
by a weak yen. On June 16th the finance 
minister, Xiang Huaicheng, said that pres- 
sure for a devaluation of the yuan was 
growing. Such devaluation would be 
deemed a disaster outside China. Rightly or 
wrongly, the region has come to place a to- 
temic faith in the Chinese currency’s con- 

_tinued stability; without it, many people 
assume, Asia’s plight would be even worse. 
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A fragile yen is seen as a harbinger of 
disaster in several ways. First, the cheaper 
Japanese exports that flow from a weaker 
yen threaten export growth in those coun- 
tries—Thailand, Malaysia, Indonesia and 
South Korea—which had hoped that the 
past year’s currency slump would boost 
their own exports and fuel recovery. If the 






yen fell to ¥150 to the dollar, suggests Nitin 
Parekh of Credit Suisse First Boston, great 
swathes of Japanese manufacturing capac- 
ity could more than hold their own against 
poorer countries in the region. Japanese ex- 
ports might also be able to price other 
countries’ exports out of third markets. This 
is especially unwelcome for South Korea 
and Taiwan, which compete with Japan in 
steel, electronic goods and so on. 






















‘ond consec- 
this, rather 




























However, many analysts are. 
also concerned about the impli- 
cations for financial flows im- 
plied by a tumbling yen. Japa- 
nese bank loans outstanding to` 
Asia stood at $249 billion at the 
end of 1997, a third of total for- 
eign lending in the region. The 
bulk of those loans is denomi- 
nated in dollars. So the further 
the yen falls, the bigger the piles 
of yen that have to be found to 
back those loans. Add to this the | 
Japanese banks’ huge problems 
at home, and their incentive to 
call in loans or sell assets grows- 
further. It will grow again when 
banks confront loans to Asia that 
have already gone sour. A- very. 
conservative guess would put 
those at one-tenth of the total 
disbursed. 
On the face of it, China and: 
Hong Kong ought not to be suffer 
ing much from a plummeting 
yen and a slumping Japanese. 
economy: the proportion of their 
total trade that is conducted with 
the rest of Asia, including Japan, 
is just 36%, the lowest share in the 
region by some way. On the other 
hand, Hong Kong has relied 
greatly on high-spending Japanese tourists. 
Now, Japanese spending on tourism ito 
Hong Kong has dropped by half compared 
with a year ago, Moreover, Hong Kong is Ja- 
pan’s biggest banking market in Asia; ac | 
counting for 30% of the total Asian lending = 
by Japanese banks. And because. loans 
booked in Hong Kong are of relatively high’ 
quality, they have also proven easiest tolig- 
uidate. Cash-strapped Japanese banks may 
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have repatriated $10 billion-20 billion 
from Hong Kong. Even loans to blue-chip 
companies based in Hong Kong have been 
called in, provoking a severe liquidity crisis 
in the territory. 

Conditions in Hong Kong were ripe for 
panic even before the yen’s slide quickened 
this month. When that happened, short- 
term interest rates on the Hong Kong dollar 
nearly doubled, to their highest levels since 
the speculative attack last October on the 
local dollar’s link to the greenback. In the 
latest scare, much of the money flowing out 
of the Hong Kong dollar was quite possibly 
the work of Hong Kong companies hedging 
their American-dollar exposures. 

Hong Kong’s monetary officials admit 
that the best they can do to defend the local 
dollar is to repeat assurances that the peg is 
here to stay—with the consequence of pain- 
fully high interest rates if need be—while 
trying to make the workings of Hong 
Kong’s currency board more transparent. 
On June 11th the Hong Kong Monetary Au- 
thority began to publish a daily picture of 
foreign-exchange transactions as a way of 
signalling liquidity in the interbank mar- 
ket. On June 15th the authority was forced 
by the yen’s continuing fall to publish such 
figures by the hour. The following day's 
claim by Hong Kong's financial secretary, 
Sir Donald Tsang, that abandoning the cur- 
rency board “would create immediate 
chaos” seems to have brought sufficient as- 
surance to the financial markets for short- 
term interest rates to fall sharply on June 
16th and 17th. 

Fear still hangs around China’s inten- 
tions. In public, officials have recently be- 
come less categorical in denying the pos- 
sibility of a yuan devaluation. And senior 
leaders, such as Li Peng, chairman of the 
National People’s Congress, have joined 
the rest of the world in hectoring Japan 
about its responsibilities. These are signs of 
alarm at the growing weakness of Chinese 
exports. The leadership may have based its 
decision to hold the currency steady on the 
prospect of no worse than flat export 
growth this year. So news that Chinese ex- 
ports fell in May by 1.5%, year on year, with 
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the prospect of sharper falls to come, seems 
to have taken the leaders by surprise. 

China can undoubtedly hold the line 
on the yuan. After all, its current account is 
still in surplus, and the government is ac- 
cruing considerable diplomatic capital by 
not devaluing. But ambiguous comments 
in the past few days, notably by Mr Xiang, 
the finance minister, appear to be throwing 
down a marker for a devaluation at some 
point in the future. 

This means that things may well get 
worse for beleaguered Asians before they 
get better. The World Bank's top Asia-Pa- 
cific man, Jean-Michel Severino, is now 
talking of the region entering a depression 
that “could be very long-lasting if it is not 
handled very, very carefully”. For many in 
Asia that is hardly news. But it appears to 
have taken the yen’s precipitous slide to 
bring the wider repercussions of the re- 
gional slump into sharp focus. 





Indonesian privatisation 


Bad blood 


JAKARTA 


OU might think that South-East Asia 

had becomea no-go area for the world’s 
big investment banks. Stockmarkets and 
currencies have crashed: Thailand’s stock- 
market, for example, is worth just 10% of its 
value three years ago in dollar terms. Jakar- 
ta’s has achieved a similar decline in just a 
year. The markets are now too small to mat- 
ter much. Nor are there many plum financ- 
ing deals to be arranged. Few creditworthy 
companies are left, and even big prospec- 
tive sovereign-debt issues will be difficult. 
But it is not all bleak for the suits and 
braces: financial distress brings a need for 
high-priced expertise in rescheduling 
debts, cleaning up bust banks, 
and flogging off the nation’s 
assets. 
Indonesia, for example, 
has just witnessed a bitter 
competition between some of 
the world’s biggest invest- 
ment-banking houses—in- 
cluding Merrill Lynch, Credit 
Suisse First Boston, Goldman 
Sachs and Lehman Brothers— 
to help sell stakes in 12 state- 
owned companies. Privatisa- 
tion is not a new idea in Indo- 
nesia. It has been under 
consideration for a decade, 
and after the successful sale of 
shares in 1994 in Indosat, a 
telecoms firm, there was 
heady talk of 200 public offer- 
ings of government assets be- |, 
fore 2000, raising up to $50 A Ea 


billion. But little happened. Eyeing new mandates 





Now the government is in the embrace of 
the mmr, which has arranged a $43 billion 
rescue and desperately needs to replenish 
its coffers. So the process is getting under 
way again, with the more modest hope of 
raising $2.5 billion by next March. 

Already, however, the plans are marred 
by controversy. Tanri Abeng, the minister 
for state-owned industries, found himself 
in trouble this month. It emerged that on 
May 7th, two weeks before President 
Suharto resigned, he had signed a secret 
agreement to sell up to 51% of Krakatau 
Steel to Ispat, an Indian-controlled com- 
pany. Mr Abeng insists the agreement— 
which has since been cancelled—was pre- 
liminary, intended to encourage competi- 
tive offers. But his subsequent rush to an- 
nounce the advisory mandates for Kraka- 
tau and other privatisations seemed 
intended to demonstrate that everything 
was now transparent and above-board. 

Unfortunately, grumpy bankers who 
did not win the jobs they wanted do not see 
it that way. They point out that one adviser, 
Goldman Sachs, has links with state-owned 
Indonesian companies which played a 
part in reviewing their bids, and the other, 
Lehman Brothers, has also worked closely 
with the companies. Some firms which 
have set up local stockbroking joint ven- 
tures say they were discriminated against 
because they are seen as competing with 
state-owned securities firms. 

There was similar bad blood in 1995 
when the first shares were sold in P.T. 
Telkom, a telephone company. That offer- 
ing went badly, and eventually had to be 
halved in size. Many blamed, in part, the 
squabbling among the many banks chosen 
to co-ordinate the deal. This time, even dis- 
gruntled losers concede that the appoint- 
ments of the banks can just about be justi- 
fied by Indonesian standards as, in the 
words of one, “a combination of cronyism 
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and a perception of how good they are.” 

But there are serious doubts about 
whether now is the right time to be selling 
off the family silver, when assets are so 
cheap. Even officials at the World Bank say 
that privatisation is not high on their list of 
the urgent repairs needed in the Indone- 
sian economy. Given the state of the local 
market, most disposals will be of strategic 
stakes to foreign companies, running the 
risk of a political backlash. And, even if all 
goes well and $2.5 billion is raised, that is 
still a trivial sam compared with the depth 
of the country’s financial pit. 

Even some who have pitched for the 
business worry that the process is being 
driven by investment bankers “who want 
to do deals”. That, of course, is their job. But 
is it Mr Abeng’s? 





Polish banks 


Fear of foreigners 


WARSAW 


ANK privatisation was supposed to be 
one of Poland’s showcase economic re- 
forms. But nine years after communism’s 
fall, just one of the country’s four biggest 
banks has been put in private hands. Two 
of the remainder remain unsellable be- 
cause they are still saddled with dud loans. 
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Now the country’s year-old government 
wants to make up for lost time. 

By the end of this month it hopes to 
complete the sale of 15% of Pekao, the coun- 
try’s second-largest bank, on the Warsaw 
stock exchange. Few doubt that the bank 
will find buyers, despite a hefty price tag of 
$1.8 billion, making it Poland’s biggest pri- 
vatisation to date. But there are doubts 
about the way it is being sold. 

Polish banks are simply too small and 
too backward to survive the competition 
that will buffet them as Poland grinds to- 
wards EU membership: Pekao has total as- 
sets of just $8.4 billion. The obvious solu- 
tion would be to sell banks to foreigners 
skilled and rich enough to restructure 
them. But the Poles seem determined to 
keep their banks in local hands. An extreme 
case was last year’s sale of PBK, a Warsaw- 
based commercial bank. South Korea’s 
Samsung won the open tender to buy the 
bank. Rather than let the bank fall into for- 
eign hands, however, the government can- 
celled the tender and sold it toa local Polish 
consortium for a knock-down price. There 
is a suspicion that it might pull a similar 
trick with Pekao. 

It would not be the first instance of un- 
welcome intervention at the bank. Two 
years ago Pekao was forcibly merged with 
three smaller state-owned banks, as the fi- 
nance ministry sought to create a bank big 
enough to take on foreign competition. In- 





For direction, watch the directors 


vous navel-gazing about the true 
value of America’s companies, the direc- 
tors of those companies, it seems, have 
already made up their minds. During the 
past year, they have been strong net sell- 
ers of shares in the firms they run. More 
surprising, perhaps, given that profes- 
sional fund managers are now pulling 
out of Asia in a hurry, is the behaviour of 
executives in Hong Kong: for every one 
of them who sold shares in his own com- 
pany in the past month, when the Hang 
Seng index has fallen sharply, seven have 
| bought. Do they know something the rest 
of the market doesn’t? 

Most probably, yes. Trevor Greetham, 
an analyst at Merrill Lynch, has traced 
patterns of directors’ share dealings back 
over 18 years and has found that they 
| have consistently been able to get the 

timing right, buying low and selling 
| high. Each time American bosses were 
| net buyers, for instance, the SAP 500 

went up an average of 22% over the fol- 
lowing 12 months and outperformed 
cash nine out of ten times. Each time they 
| sold, the average market return during 


| Wwe Wall Street engages in ner- 
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the next year languished, beating a cash 
investment only two times out of three. 
This should not come as too much of 
a surprise. Directors are, after all, privy to 
exclusive information—order-book lev- 
els, for instance—with a bearing on the 
earnings, and thus the future valuation, 
of their companies. What light does this 
shed on the debate over America’s bub- 
ble and Asia’s worsening crisis? It sug- 
gests you take the first seriously and the 
second with a grain of salt, perhaps. 








Looking for locals 


stead of being crunched together, however, 
the four banks remained as independent 
units, with the smaller banks using their 
political influence to retain their auton- 
omy. Under pressure from the new govern- 
ment, the four banks have at last started to 
merge their networks properly. But their fu- 
sion will not be completed until the end of 
this year. 

The government would like to sell 
around a third of Pekao to a strategic inves- 
tor in the second half of this year. Given 
that most foreign banks will be reluctant to 
buy less than a controlling stake, one likely 
buyer is Bank Handlowy, Poland's former 
foreign-trade bank, which was privatised 
last year. A Handlowy-Pekao tie-up would 
dominate Polish banking, but it would in- 
troduce little by way of new capital and in- 
ternational expertise, which would have to 
be imported. Several foreign commercial 
banks are thought willing to pay a high pre- 
mium for control of Pekao’s franchise. But 
Poland’s government seems more inter- 
ested in creating a national champion than 
in giving Pekao the brightest possible 
future. 

_— ) 





Tax raids 


Sleepless in 
Frankfurt, again 


BERLIN 


OCCER notwithstanding, tax evasion is 

Germany's national obsession. But on 
current form the country’s top players are 
rank amateurs compared with their 
footballing colleagues. Raids this week on 
Deutsche Bank’s headquarters and big 
branches by a posse of 300 tax inspectors 
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are the latest setback for the country’s fis- 
cally challenged. 

The tax-gatherers are hunting unde- 
clared interest earned on foreign bank ac- 
counts held by Germans. These are often in 
Luxembourg, where interest is paid gross. 
Most big German banks have considerately 
opened subsidiaries there for their custom- 
ers. Now they are in the firing line for en- 
couraging tax fraud. 

Offshore accounts worked fine in the 
days when Germany had tough banking-se- 
crecy laws. These days, however, tax inspec- 
tors can, in practice, investigate any bank 
account if they believe the owner is evading 
tax. When they do so, transfers to and from 
tax havens stick out. 

Searches at other big commercial banks 
have already netted big catches. At 
Dresdner Bank, the tax-collectors scalped 
the bank’s leadership: bad publicity cre- 
ated by their raid was the main reason fora 
messy boardroom coup in December last 
year. Since the first raid in 1994, some 600 


customers of Dresdner have come under 
investigation; they are thought to have 
moved up to DM13 billion ($7.2 billion) 
abroad to evade tax. 

The big question now is whether Deut- 
sche’s bankers connived in their customers’ 
fiscal fiddles—as at least one former cus- 
tomer has claimed in a confession to the tax 
police. The bank says stiffly that it has given 
tax-dodgers “no systematic assistance”. If 
inspectors and courts find otherwise, heads 
will roll. 

The main result of the raids is probably 
to make German tax-evaders themselves a 
bit more systematic. “Our tax-dodgers used 
not to think like criminals—they’re lazy,” 
says one banker, disapprovingly. Offshore 
banking by telephone, for example, leaves 
less of a paper trail for the authorities. Even 
ifGermany manages to reform its much-de- 
spised tax system after this September's 
election, many fear that the country’s cor- 
roded tax-paying ethics will take years to 
recover. 





Investment banking 


The moonies come to market 


The flotation of Wall Street’s last great partnership raises more questions than 
it answers about the future of Goldman Sachs 


| Ria the newsmen camped outside the 
New York headquarters of Goldman 
Sachs this week, there has been only one 
question for the passing suits: “How much 
will you get?” Greed, as everyone knows, is 
why investment banks open for business 
each morning. Yet talk of $100m windfalls 
for each of the firm’s senior partners from 
its planned flotation this autumn upsets 
the co-chairmen, Jon Corzine and Henry 
Paulson, who have claimed Goldman’s de- 
cision to go public was for strategic reasons, 
not personal enrichment. This week’s deci- 
sion was certainly not taken lightly: it ends 
27 years of debate at Goldman Sachs. But 
the firm’s future looks surprisingly unset- 
tled. Its toughest choices still lie ahead. 

At first blush, that might seem odd. On 
the same day Goldman announced its sale, 
the firm said it had earned a record $1.04 
billion in the second quarter of this year. So 
far this year, the bank has trailed only 
Merrill Lynch for the value of initial public 
offerings it has underwritten. In the provi- 
sion of acquisition advice it is peerless, 
with a 40% share of the global market. Its 
monolithic (some say oppressive) culture, 
which has earned Goldman bankers the 
nickname “moonies”, has been genuinely 
successful in placing the interests of the 
firm above the individuals who work there. 
Along with Merrill and Morgan Stanley 
Dean Witter, Goldman belongs to the “su- 
per-bulge bracket” of investment banks, 
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which divide a large slice of industry prof- 
its between them. 

By going public, Goldman is tacitly 
acknowledging the tactics of its peers, most 
of which floated a decade or more ago. But 
in other ways, it still seems stubbornly old- 
fashioned. For a start, it has neither sold it- 
self nor bought a large competitor. As a re- 
sult, Goldman will barely make it into the 
top ten investment banks ranked by mar- 
ket capitalisation (see chart), assuming the 
firm manages to sell itself for a generous 
four times book value. 

That is also because Goldman lacks an- 
other modern attribute: diversity. Merrill 
Lynch and Morgan Stanley Dean Witter 
combine investment banking with mass- 
market businesses, like retail broking. Euro- 
pean banks, such as Deutsche Bank and 
Credit Suisse, add corporate lending, insur- 
ance and retail banking to this mix. Like- 
minded conglomerates are emerging in 
America too, such as the proposed merger 
between Citicorp and Travelers, which 
owns Salomon Smith Barney. 

s In the past, Goldman has dismissed the 
supposed synergies on which these groups 
have been built. Even simple goals set for 
financial mergers can be elusive (see box on 
next page). And Goldman continues to 
shine without a big lending operation or 
armies of retail salesmen. Yet there is one 
unsettling possibility: that these mergers 
are not designed to sharpen an attack, but 





to strengthen defences. 

The need to do that arises from an un- 
deniable truth about the investment-bank- 
ing industry—enormous overcapacity. 
Competition is fiercest outside America, 
where very few firms even earn their cost of 
capital. Merrill Lynch, for instance, won a 
recent mandate to lead-manage the sale of 
a stake in Brazil's national oil company, 
Petrobras, with fees of just 0.45% of the 
amount raised, about one-tenth of the 
amount charged for similar deals a few 
years ago. Margins have held up better in 
America, but are likely to fall as new com- 
mercial-bank competition muscles in. 

One gauge of this pressure is that, de- 
spite near-ideal operating conditions, the 
industry has been consolidating. Banks 
which once harboured global ambitions, 
such as Britain’s Barclays and NatWest, 
have cut back. Others, like Deutsche, are 
concentrating more on their vulnerable do- 
mestic markets, sBc’s merger with UBS is 
cutting capacity in a way that, until now, 





Paulson and Corzine: defensively rich? 


THE ECONOMIST JUNE 20TH 1998 





has been reserved for commercial banks. 
_ The next wave of consolidation, however, 
could be much bloodier, because it is likely 
- to be fought during a cyclical downturn. 
The suspicion is that only the strongest and 
most diversified groups will survive. 

The investment-banking cycle is brutal. 
Buoyant earnings depend on three things: 
low short-term interest rates (which trim 
banks’ funding costs and encourage savers 
into higher-yielding securities), higher 
bond yields (so traders earn a spread on 
their funding costs) and a buoyant stock- 
market (which encourages mergers and 
more investing) During an economic 










downturn, all three can deteriorate sharply. 

Geographical diversification should of- 
fer some protection, ularly from a 
downturn in the matu ican market. 





Goldman has a big ion in Europe, 
where the underlying demand for invest- 
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I THERE is a buzzword in banking 
right now, it is “big”. The industry's fu- 
ture, goes an old mantra that is back in 
fashion, will belong to the superleague of 
behemoths, with fingers in banking, 
broking and insurance, that is emerging 
from the current wave of financial merg- 
ers. Some small banks may survive as 
niche operators. Middling ones, on the 
other hand, must either find partners or 
expect to be driven out of business. The 
bosses of financial institutions that have 
recently struck giant. deals—such as 
Citicorp’s John Reed and Travelers’ 
Sandy Weill—have by and large been 
hailed as visionaries. 

Their vision may be less sharp than it 
seems. In an index compiled for Strategic 
Finance, a corporate cousin of The Econ- 
omist, Andersen Consulting has broken 
down costs and revenues on a customer- 
by-customer basis at a selection of banks 
in the United States that serve both indi- 
viduals and small businesses. It has 
found that since 1995 the 





ment-banking services should continue to 
grow for some time. But it trails some of its 
peers in the emerging markets of Asia, Latin 
America and Eastern Europe. 

More important, perhaps, Goldman 
lacks product diversity. With $168 billion 
on its books, its asset-management arm lags 
rivals like Morgan Stanley Dean Witter 
($356 billion) and Merrill Lynch ($449 bil- 
lion). Both rivals do plenty of other busi- 
ness—such as private banking, retail 
broking and credit cards—whose suppos- 
edly more stable earnings could be used to 
buttress the rest of the firm during a down- 
turn. In 1994, during the worst bear market 
in bonds for 60 years, scores of Goldman 
partners left the firm after big bond-trading 
losses. Merrill, on the other hand, made an 
18% return on equity. 

Where does this leave Mr Corzine’s 
strategy? One option will be to build 





Merger mania, sobering statistics 


banks might reply, but our scale helps us 
to reap more profit from each customer 
by cross-selling products between our var- 
ious businesses and rationalising tech- 
nology. Not so. On profits per customer, 
the numbers were closer, but the bigger 
banks still did worse than smaller rivals. 
And the small banks’ higher profits came 
despite lower turnover per customer. 
Still, the market appreciates mergers, 
doesn’t it? Not always. SNL Securities, an 
American financial-information firm, 
has ranked American commercial banks 
according to how acquisitive they were 
over the five years to March of this year 
(measured by the proportion of current 
total assets that were added through ac- 
quisitions, rather than organically). It 
then looked at the growth in the banks’ 
share prices over that period, assuming 
that all dividends had been reinvested. Of 
the ten most acquisitive banks with assets 
of more than $20 billion, not a single one 
outperformed sN’s index of all publicly 



















Goldman’s asset-management busines: 
more quickly by using the 85-90% of the 
firm’s shares that will not be offered to the 
public this autumn as a currency for acqui- 
sitions. But that still leaves two other 
questions. 

Would diversification of this kind be 
enough by itself to shelter Goldman from 
the coming storms? If not, something 
bolder might be needed, such as a merger 
with J.P. Morgan, a rival whose culture is 
similar to Goldman's own. And will out- 
side shareholders be as tolerant of short- 
term losses in pursuit of longer-term gains 
as corporate owners? If not, Goldman may 
have to think about elf to a bigger : 
group, despite Mr pposition to 
the idea. Given these : 5 
cision by Goldman pai 
less greedy than simply smart 















traded American banks (see chart 2). By 
contrast, four of the ten most acquisitive 
small banks, with assets of less than $5bil- 
lion, outperformed the index. 

All this seems to suggest that Wall 
Street has cottoned on to the existence of 
diseconomies of scale in 





small banks in the group 
have consistently operated 
more efficiently per cus- 


larger competitors (see 
chart 1). Last year, the small- 
est banks (those with assets 
of less than $10 billion) 
spent around 20% less on 
expenses, loan provisions 
and restructuring charges 
per customer served than 
large and “super-large” 
banks with assets over $35 
billion. 





| per customer, $ 


Banking costs 





banking. But there could be 
another explanation. James 
Record, a bank analyst at | 
SNL Securities, reckons that, 
as big banks try to outgrow 
rivals by acquiring or merg- 
ing, the stockmarket has 
sensed that they are starting 
to care less about what they 
pay and are thus forking 
out premiums that are hard 
tojustify. The financialelite | 
may be sold on the notion 




























that bigger is better—but 











those who buyandselltheir | 
shares are not convinced. 
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Fair enough, the biggest 








THE ECONOMIST JUNE 20TH 1998. 











BQ 


Risk is our business. 




















One of nature’s most dangerous creatures. 


The wingbeat of a butterfly in China — so the theory goes — 





can trigger a hurricane which rages weeks later over Florida. 


Meteorologists call it “the butterfly effect”: Minute — 
disturbances, drastically amplified, can have enter 
consequences. 

This is true not only of the weather, but of all so- z 
called dynamic systems. For example the world economy. 
Whether the causes be big or small, the financial knock-on 
effects of coping with catastrophe — or the mere threat 
of it — may be anything from large-scale losses to high 
insurance costs and unstable balance sheets. 

To provide protection, Swiss Re New Markets is nor- 
only devising efficient methods of managing large and 
complex risks, but also exploring ways to open up new 
sources of capital. 

At Swiss Re New Markets, more than 500 professionals 
are working side by side in interdisciplinary teams to- 
meet the specific needs of each client. These ad hoc think 
tanks develop integrated solutions, combining traditional 
reinsurance with innovative financial and capital markets 
products. 

If you want to know more about risk as an opportunity, 
log on to our Website — www.newmarkets.swissre.com — or 
fax us at +41 1 285 60 45 in Zurich, at +1 212 317 56 28 
in New York or at + 44 171 204 34 92 in London. 


Swiss Re 
New Markets 








f Growing old extravagantly 


Early retirement is aggravating the pensions problem almost as fast as de- 
mography. But raising the retirement age is not a sufficient cure 


N BELGIUM, only one man in ten is 
still in the labour market at the age of 
65, the official retirement age. On average, 
men retire before their 58th birthday. 
Back in 1960, Belgian men typically 


| worked until they were 63. Yet in the in- 


terim, elderly Belgians have become 
healthier and live longer. 

Belgium is an extreme example of a 
trend occurring all over the rich world. 
The average age of retirement has been 
falling for both men and women in al- 
most every OECD country, from around 
66 for men in 1960 to 62 by 1995. When 
OECD social-security ministers meet in 
Paris on June 23rd, one of the main 


_ ECONOMICS FOCUS _ 





study? which reaches similar conclusions. 

Both papers find that old-age pension 
systems powerfully discourage people 
from staying in work. In some countries, 
notes the OECD, it is illegal to combine 
working with drawing a pension. In oth- 
ers, workers can draw a pension only if 
they leave their current job—which, given 
the difficulty older workers have in find- 
ing work, in effect condemns them to 
unemployment. 

Not only do workers lose by staying 





In many countries, the combined ef- 
fect of these measures is to impose an im- 
plicit tax on those who work past the 
minimum retirement age. Messrs Gruber 
and Wise illustrate this with the case of a 
60-year-old German man, on median 
earnings, with a slightly younger wife. 
Like many older German: workers, he 
would be eligible for disability benefits 
were he to leave the workforce. He could 
continue to work until the age of 65, but 
his benefit entitlement would not in- 
crease, and he would not draw the bene- 
fits to which retirement would entitle 
him. The effect of staying at work for an 
extra five years is to reduce the present 
value of his benefits by almost 18%. Delay- 
ing retirement merely from 60 to 61 cuts 
the present value of benefits by 4%. 





items on their agenda will be the 
need to reverse this trend. 

Why should ministers care if 
people choose, as they grow richer, 
to take some of their increased 
wealth in the form of more years of 
leisure? Many people doubtless 
love their jobs, but plenty of others 
would clearly prefer to grow dahl- 
ias or take up golf. The problem is 
that early retirement compounds 
the increasing imbalance between 
the numbers in and out of work. 
Moreover, unlike increases in lon- 
gevity, it has a double impact: it 
both cuts the number of produc- 
tive, tax-paying workers and raises 
the number of retired people. The 
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it pays to quit 


_ Implicit tax rates and average age of retirement : 
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Measured against the income 
earned by staying in work, the im- 
plicit pension tax in this case 
comes to nearly 40%. 


A question of incentives 


The chart, from the OECD report, il- 
lustrates the upshot. Workers tend 
to retire earliest where the com- 
bined effects of pensions and other 
benefits create the greatest incen- 
tive to do so. The relationship be- 
tween different tax rates and retire- 
ment patterns is strong evidence 
that pensions and other benefits 








have not merely accommodated 
an existing trend in retirement 
ages, but have reinforced it. 








rough rule of thumb is that, if all 
employees retired one year earlier, GDP 
would decline by about 2% and the pen- 
sion contributions made by those still 
working to pay-as-you-go schemes would 
increase by 7%. 

Several countries now see early retire- 
mentas a problem. In response, they have 
reversed the fall in the minimum age at 
which people become entitled to draw a 
public pension. However, two recent 
studies suggest that tinkering with the re- 
tirement age may have little effect. One, 
by Jonathan Gruber and David Wise*, ar- 
gues that social-security provisions in 
most countries place a heavy implicit tax 
on working beyond the age when an em- 
ployee becomes eligible for early retire- 
ment. This week, the OECD published a 


* “Social Security Programs and Retirement Around the 
World”. NBER Working Paper 6134. 

ft In the ocp Economic Outlook. See also “Maintain- 
ing Prosperity in an Ageing Society", OECD April 1998, 
and “Retire Early, Stay at Work?” by Sveinbjörn Blöndal 
and Stefano Scarpetta. oncD Observer June/July 1998. 


on at work beyond the standard retire- 
ment age; they rarely gain much by work- 
ing beyond the minimum age for draw- 
ing a pension. A worker who has already 
contributed for, say, 35 years of employ- 
ment rarely earns a higher pension by 
contributing for additional years. In 
some countries, that represents a break 
with the past: in Belgium in the late 
1960s, a 55-year-old worker could in- 
crease his eventual pension by up to a 
third by working another ten years. 

But pensions are not the only social- 
security benefits which lure older workers 
out of the job market. For instance, one- 
third of Austrians aged between 55 and 
64 draw disability benefits; and, in more 
than half of all oecD countries, workers 
can draw unemployment benefits from 
the age of 55 until they reach the formal 
retirement age, without being subjected 
to the time limits applied to younger 
workers or to stringent requirements that 
they look for work. 
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What should governments do 
about this? Clearly, they should begin by 
removing the disincentives to work 
longer. Countries that are struggling to 
foot a growing bill for caring for the old 
cannot afford the loss of productive ca- 
pacity that large-scale early retirement 
represents. At a minimum, suggests the 
OECD, pension benefits should continue 
to accrue with every extra year that is 
worked and contributions paid, up to 
and beyond the standard retirement age. 
But ministers should not tackle pen- 
sions alone. To do so might make the 
problem worse, especially if higher con- 
tribution rates increased the disincentive 
to stay at work. They need also to curtail 
open-ended unemployment benefit and 
to tighten up eligibility for disability ben- 
efit. And they should act to increase the 
supply of jobs by deregulating labour 
markets. The main effects of the pensions 
problem will not be felt in most countries 
for at least a decade, But it will take at least 
that long to administer the remedies. 
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IN 2.7 GIGABYTES, THE 
FINANCIAL MARKETS WILL 
CLOSE. YOUR NETWORK 
HOWEVER, IS STILL OPEN 
‘FOR BUSINESS. 


56,789 buy 
options ordered 


$12 million in 
T-Bills sell 


18,603 shares 
CO ĖĖĖ 


READY? To outsiders looking in, it is a ballet of chaos and frenzy with 

global consequences. On the floor of any major stock 

exchange, the volume of information transactions fluctuates wildly as gigabytes of data circulate worldwide within 
fractions of a second. T As the demand for information peaks, one issue stands alone — can the network handle the 
volume? 7 Financial sector businesses require an information infrastructure that is ready for anything. It is probably the 


most important investment they'll ever make. It’s also why they choose Newbridge to deliver their network. 
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AN 
Sixth Roundtable with the Government of 


Seoul, June 22-24, 1998 


Join President Kim Dae-Jung, his ministers and senior business figures at this 
unique 3-day event — your opportunity to impact policy and help 
formulate a more favourable business environment in Korea. 


Emerging from its worst economic crisis since the Korean War, South Korea is now beginning 
its arduous task of recovery, under new leadership. The first elected opposition president, Mr Kim 
Dae-Jung, appears committed to carrying through a restructuring that will transform the business 
environment in Korea, likely to result in a more favourable investment climate for foreign firms. 


Through its unique interactive format, this Roundtable allows you to get to the heart of the issues 


facing your Korea business — a must for anyone operating in Korea today. 


e Business and government leaders primed for dialogue not speech-giving 
-# Extensive floor discussions ù Focused workshops ¢ A size conducive to asking probing questions 


In association with: Sponsored by: Official public relations partner: 


aaa EMC Ascs FKi 


The Enterprise Storage Company mummo naan 





Please complete for further information 


Family name — First name f Corporate title 





Please return by fax or mail to: 

Emma Worthington, Senior Manager, Conferences, The Economist Conferences, 

25/F Dah Sing Financial Centre, 108 Gloucester Road, Wanchai, Hong Kong The Economist 
Tel: (852) 2585 3844 Fax: (852) 2802 7669/7660 Email: emmaworthington@eiu.com Conferences 


For telephone enquiries, please contact: 
Emma Worthington, on (852) 2585 3844, David Satterwhite on (81) 3 3289 5633 or Anthony Michell on (82) 2 335.7854 


Details of this and other upcoming events may be found by visiting our website: http://www.economistconferences.com 





SCIENCE AND TECHNOLOGY 


Hits and misses 


A new type of Internet search engine may soon sort the electronic wheat 


from the chaff 


S ANYONE who has tried to use it 
knows, finding exactly what you want 
on the World Wide Web can be time con- 
suming and frustrating. Try to discover 
something about a jaguar (the cat), for in- 
stance, and your search is likely to deliver, 
in descending order, sites devoted to Jaguar 
cars, Florida’s Jacksonville Jaguars football 
team, the Atari Jaguar (a computer that be- 
came obsolete several years ago) and— 
somewhere way down the list—the animal. 
Current search engines, the computer 
programs that are designed to find things 
on the Web, simply cannot tell the differ- 
ence between these ideas. This is because 
they work by trawling through libraries of 
Web pages hunting for key words. If a key 
word has more than one meaning, too bad. 
And such engines are no better at distin- 
guishing important sites from trivial ones. 
They do try to rank the pages they find ac- 
cording to the number of times 
the key words appear, and 





apply other tests, such as whether the words 
are found in what appear to be headlines. 
But the result is, at best, a crude measure of 
a document's relevance to the searcher. 

Jon Kleinberg of Cornell University 
may, however, have found a solution to 
both these problems. He has developed a 
way to search the Web that does not de- 
pend on hunting for key words. Instead, it 
analyses the Web’s natural organisation to 
discover “communities” of pages devoted 
to a particular topic, and then finds out 
which pages within those communities are 
regarded as significant by the builders of 
the Web pages themselves. 

What makes the Web a web is the net- 
work of “hypertext” links that connect its 
pages. Following these links allows a user to 
travel effortlessly from one document to 
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another. Since such links have to be 
built explicitly into each page, they 
reflect the opinions of the designers 
of a particular page about which 
other pages are pertinent (and note 
that a designer does not have to ask 
permission of the owner of another 
page to build a link to it). But the 
link is not reciprocal: building a 
link from “a” to “B” does not cre- 
ate one from “B” to “A”. So any 
document that has a lot of these 
“hyperlinks” pointing to it is 
obviously well regarded by | è 
many page designers and {f 
thus likely to be important. 

-The intellectual precursor of Dr Klein- 
berg’s method is the citation index, long 
used in the academic world. A research pa- 
per that is frequently referred to by other 
papers is judged to be good; one that lan- 

guishes in uncited obscurity is 

unlikely to win its authors No- 

bel prizes. The twist that the 

Kleinberg approach has 

added is that as well as 

working out which pages 

are much cited (ie, linked to), 

it also works out which pages do 

the most citing—and can therefore act 

as jumping-off points for those inter- 

ested in a subject. The first kind of page is 
called an authority, the latter a hub. 

In collaboration with 1Bm’s Almaden 
Research Centre in San Jose, California 
(where he was working on sabbatical from 
Cornell when he first had his idea) Dr 
Kleinberg has developed an experimental 
system known as Hyperlink-Induced Topic 
Search (HiTs) to see if his method can be 
made to work in practice. HITS starts out by 
conducting an ordinary text-based search 
using a standard search engine such as 
AltaVista or HotBot. This search collects a 
“root set” of, say, 200 Web pages that con- 
tain the entered key words. HITs then cre- 
ates a second, expanded set that includes 
all the pages at the other ends of the hyper- 
links which start in the root set. This new set 
will generally have several thousand pages 
in it and can be expected to contain all of 


the important documents on a particular 
topic as well as many irrelevant ones. 

Each page in the expanded set is as- 
signed an “authority weight” and a “hub 
weight” according to how many hyperlinks 
point to or from it within the set. Instead of 
stopping there, however, HITS recalculates 
the two weights for each page several times 
in order to work out not only how 

many links flow to and from a 
particular page, but how impor- 
tant those links are. (Links to 
documents that are them- 
selves well connected are 
more important than those to 
“dead ends”.) In these recalcula- 
tions, each hypertext link to and 
fro is multiplied by the relevant 
weight of the document it is pointing 
to or from to create a weighted link 
value. New overall weights for the page 
are calculated by adding these weighted 
link values together. The new sets of overall 
weights are then used as a basis fora further 
recalculation, and the whole process is re- 
peated until the values become stable. For 
most Web searches, ten such iterative recal- 
culations are enough to produce a good list 
of authorities and hubs on a topic. 













Cites and sites 


Tweaking the method slightly allows it to 
cope with topics like “jaguar” where there 
are several possible interpretations. The 
hypertext links for these different interpre- 
tations are unlikely to interact much, so the 
pages tend to split naturally into separate 
“communities”. Dr Kleinberg and his col- 
leagues are able to give this process a kick in 
the right direction using a “repulsion” in- 
struction in the HITs algorithm. This repul- 
sion instruction can also be used for the 
trickier task of distinguishing between re- 
lated but different aspects of a single topic. 
A search on “abortion”, for example, could 
be made to return separate communities of 
“pro” and “anti” sites. 

Of course, HITS can only be as good as 
the information available, and some 
searches expose the Web’s immaturity. 
Searching with the key phrase “English lit- 
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erature” produces a predictable and rele- 
vant set of hubs and authorities because the 
topic is densely linked on the Web. “Ger- 
man literature” is not yet so well linked, 
and what emerges are more general lists on 
European literature. That problem, how- 
ever, will probably recede with time. The 
Web already has 300m pages, and the num- 
ber is growing by 1m a day. 

A more fundamental difficulty with 
HITS is that it tends to struggle when faced 
with very sharply focused queries. A search 
for “Netscape 4.04”, for example, returns a 
general list of sites about Web browsers. To 
address this infelicity, the team at Almaden 
is working on an improved version which 
analyses text in the vicinity of the 
hyperlink, giving more weight to 
links where the key word is nearby. 
Early tests of this modified approach 
suggest that HITS beats Yahoo! (one 
of the most popular search engines) 
for precision about half the time, 
and matches it in another 30% of 
searches. In only a fifth of interroga- 
tions does it come off worse than the 
established engine. 
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IBM is not the only firm attempting to 
commercialise this new method of search- 
ing the Web. The Digital Equipment Cor- 
poration (which owns AltaVista and was, it- 
self, recently acquired by Compaq) is 
working on the same underlying algo- 
rithm, and Inktomi, the firm that writes the 
software for Hotbot, Yahoo! and Micro- 
soft’s new engine, Start, claims it is trying to 
combine it with an approach that also 
takes account of the content of pages. If it 
works, it might therefore become the next 
Big Thing on the Internet. Critics of the 
Web often complain that those who surf it 
risk drowning in irrelevant information. 
This could be an electronic lifejacket. 








Pulsars 
In a wink 


SAN DIEGO 


The summer meeting of the American Astronomical Society was regaled with 
many curious tales. Two that caught the fancy of our correspondent were the 
use ofa giant, natural lens to look at a pulsar, and the resolution of a 130-year- 


old mystery about the setting sun 


66" P WINKLE, twinkle, little star.” They 
do not come much littler than pul- 
sars, which despite weighing about as 
much as the sun are a mere ten kilometres 
in diameter. And pulsars do twinkle. This is 
partly for the same reason that any star 
twinkles: currents in the earth’s atmo- 
sphere shift, from moment to moment, the 
path that light from an object takes on its 
way down. But pulsars also twinkle for a 
second reason: they are surrounded by hot 
gas, which creates further disturbances. 

Normally, twinkling of any type is bad 
news for an astronomer, because it smears 
out the image of whatever he is looking at. 
But Carl Gwinn of the University of Califor- 
nia, Santa Barbara, has discovered a way to 
exploit the second form of twinkling, 
which is called scintillation, to mimic a gi- 
gantic telescope lens—one that is half the 
size of the earth’s orbit across. Using it, he 
can resolve details so tiny that they are the 
equivalent of spotting a virus on the surface 
of the moon. 

Pulsars are the remnants of stellar ex- 
plosions known as supernovae. They tend 
to rotate rapidly and to emit powerful 
beams of radio waves. The result is that a 
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radio telescope pointed at one detects a se- 
ries of pulses as the beam sweeps repeat- 
edly across it. These pulses are extremely 
regular, but not perfectly so. The irregular- 
ities are the scintillation. 

The simplest imaginable kind of scintil- 
lation is that of a pulsar behind a very thin 
and “infinitely large” sheet of hot gas (phys- 
icists’ models use infinity with gay aban- 
don to make the mathematics easier, but a 





Vela’s cosmic veil 


sheet that was merely “very big” would give 
nearly the same result). If the gas sheet had 
the same density throughout, radio waves 
would pass through it without distortion, 
like light through a window pane. 

Introduce variations in density into the 
gas, however, and the waves will be bent 
and scattered, just as they would be by irreg- 
ularities in a pane of glass. A radio tele- 
scope aimed at the pulsar will therefore 
pick up signals that have come from the 
same point of origin, but which have taken 
different paths through the gas cloud. That 
in turn means that the cloud has been act- 
ing asa lens. 

Not a very good one, admittedly. In- 
stead of producing a clearly focused image, 
the various radio waves generate a mess. Dr 
Gwinn, however, likens this mess toa novel 
that has had all its pages torn out and re- 
assembled in a different order. No in- 
formation has really been lost, it just needs 
a lot of unscrambling. 

In theory, to unscramble the signal 
completely you need two things: good com- 
puters and, not so easy, a second infinitely 
large surface, this time covered with radio 
telescopes. Dr Gwinn has the computers 
and, once again, infinity is an elastic con- 
cept. In practice, a couple of widely spaced 
telescopes can take you a long way. Dr 
Gwinn’s telescopes are in South Africa and 
Australia, and the first thing he has pointed 
them at is the Vela pulsar. He chose this be- 
cause the supernova that created it blew a 
giant bubble, known as the Vela nebula, out 
of the surrounding interstellar medium, 
and that bubble is big enough to stand in 
for the infinite sheet of gas. 

The Vela pulsar is 1,500 light years from 
earth. The nearest bit of the nebula, though, 
is a mere 1,200 light years away and the two 
radio telescopes can detect radio signals 
from a portion of it that is 8 light minutes 
(150m kilometres or 90m miles) across. This 
suffices to create the “infinite” lens. What 
the combination of this giant lens and Dr 
Gwinn’s computers provides is not so 
much magnification (the gaseous lens 
magnifies the pulsar only four times) as 
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resolution—the ability to discriminate be- 
tween objects that are close together. 

The largest optical telescopes on earth 
can distinguish between things that are 
separated by about one second of arc (a 
1,296,000th of the celestial equator). Radio 
telescopes can do a thousand times better 
than that because the observations of 
widely separated instruments can be com- 
bined to create the illusion of a huge dish. 
But Dr Gwinn’s set-up knocks even this into 
a cocked hat. Its resolution is 30 billionths 
ofa second of arc. 

That is good enough to look at whatever 
is producing the pulsar’s radio waves. And 
the answer seems to be a region outside the 
star itself. This region, whose composition 
and relationship to the pulsar remain un- 
known, is a mere 500km long and 250km 
across. That may be large compared with 
the pulsar, but on the cosmic scale it is mi- 
nuscule—about the size of a biggish aster- 
oid. To see something so small at such a dis- 
tance is a truly amazing feat. 

—— 





Animal behaviour 


Truth in 
advertising 


N MOST species of animal, males are 
great show-offs. They may be attempting 
to intimidate their rivals, or they may be 
demonstrating their prowess to the oppo- 
site sex. They may, indeed, be doing both at 
once, But evolutionary theory predicts that 
whatever the generalities of the situation, 
the specifics should convey accurate in- 
formation about a male’s quality by being 
impossible for lesser males to mimic. Pea- 
cocks, for example, have to be in tip-top 
condition to grow their flashy tails. And 
only rich men can afford Aston Martins. 
Until now, however, no one 
has clearly demonstrated that 
being able to show off success- 
fully really does indicate a ge- 
netic superiority that can be 
passed to a male’s children, and 
thus make him worthy of a fe- 
male's attention. Allison Welch 
and her colleagues at the Univer- 
sity of Missouri have now done 
it. A paper they published in this 
week’s Science shows that the 
way female frogs pick fathers for 
their tadpoles really does select 
those of the best genetic quality. 
Like many other species of 
frog, male grey tree frogs call for 
their mates. Previous research 
had shown that females prefer 
males that make long calls to 
those that make short ones. 
Long-calling uses a lot of energy, 
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Come and get me, baby 


SCIENCE AND TECHNOLOGY 





Ina flash 


| SAN DIEGO 


OW many times in your life have 
you watched intently as the sun 
sank below the horizon? And how many 
times have you watched it rise? The dif- 
ference may be the key to one of the long- 
est-running wild-goose chases in science. 
The goose in question is known as 
the “green flash”, and ever since James 
Joule—one of the 19th century’s greatest 
physicists—published a short note about 
| it in the Proceedings of the Manchester 
| Literary and Philosophical Society, in 
| 1869, it has piqued the curiosity of re- 
| searchers. Why, when the sun sets over 
the sea, does a green spot often seem to 
appear above it just before it dips com- 
pletely out of sight? 
| The answer, Andrew Young of San 
Diego State University told the American 
Astronomical Society, is that it doesn’t— 
or, rather, the flash isn’t green. It just 
looks green. 

That sort of argument might sound 
reminiscent of medieval debates about 
angels and the heads of pins. But the dif- 
ference between being green and look- 

| ing green is reinforced by the fact that 
photographs of the flash show it to be yel- 


low, and that flashes at sunrise also ap- 
pear yellow, even to the naked eye. 

The flash itself is actually a second 
image of the sun, caused by refraction of 
its light through the layer of air closest to 
the sea. This refraction eliminates both 
the red end of the spectrum (red light is 
not bent enough by the air layer to form 
part of the second image) and the blue 
frequencies (which are scattered away: 
this selective scattering is why the sky is 
blue). What remains is a mixture of the 
colours in the middle of the spectrum— 
yellow and green. 

In this case, however, the camera 
does not lie—yellow really does pre- 
dominate. The reason the eye sees the 
flash as green, according to Dr Young, is | 
that someone waiting to watch it will | 
usually have been staring at the setting | 
sun for several minutes. At sunset, the 
sun appears red (the blue light has been | 
scattered out of that image, too), so the | 
cells of the eye that detect red are over- 
loaded and incapable of registering 
weaker red signals. Subtract that unde- | 
tected red from the yellow of the flash, | 
and green is left. Mystery solved. 





so it isa fair assumption that frogs which go 
in for it are the fittest of the fit. But Ms 
Welch wanted to find out if this apparent 
fitness really reflects a frog’s genes. 

Frogs have two advantages for this sort 
of work. First, their eggs are fertilised exter- 
nally. That means it is possible to be sure of 
the paternity of a tadpole. Second, as far as 
it is possible to tell, male frogs contribute 
nothing to the welfare of females, nor do 
they contribute anything to their offspring 








except their genes. If the offspring of one fa- 
ther do better than those of another, the dif- 
ference must therefore be in those genes. 

To confirm that this is so, Ms Welch 
stripped the eggs out of several females (not 
as horrible a process as it sounds), divided 
each batch of eggs into two, and insemi- 
nated half with sperm from a long-calling 
male and half with sperm from a short-call- 
ing male. All the males chosen were similar 
in weight and, as far as could be estimated, 
health. 

The result was 25 sets of half- 
siblings. By comparing the pro- 
gress of tadpoles with different 
fathers but the same mother, the 
paternal genetic influence was 
easy to see. The offspring of the 
long-callers grew faster, meta- 
morphosed from tadpoles into 
frogs earlier, and weighed more 
when they made that transition, 
than those of the short-callers. 

Previous research shows that, 
as a consequence of this heady 
growth, more of them would be 
expected to survive into adult- 
hood. It therefore seems that call- 
ing, as predicted, is an honest 
and reliable indicator of genetic 
quality. Frogs, after all, cannot 
afford sports cars. 
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THE HASHIMITE KINGDOM OF JORDAN 
PROCUREMENT NOTICE 


Ministry OF Pianning/Ministry OF Industry And Trade 
Modernization of Registry for Movable Property Interests 


The Hashimite Kingdom of Jordan is currently implementing a 
wide range of financial sector and legal reforms in order to 
provide domestic and foreign investors. with a first world 
enabling environment for business, commerce, and finance. 
Jordan has a highly educated, yet relatively inexpensive labour 
force, an attractive strategic position within the Middle East 
region, and peace. 


The Ministry Of Planning (MOP) and The Ministry of Industry 
and Trade (MIT) are using part of a trust fund towards the 
implementation of the Registry for Movable Property Interest 
(RMPI) associated with the new draft Secured Financing and 
Leasing Law, and Modernization of Registry for recording 
companies information, subject to this procurement notice, The 
MIT intends to Utilize the World Bank International 
Competitive Bidding procedures to procure the system solution. 


MIT now invites sealed bids from eligible bidders for the 
following information Technology services and goods identified | 
in the bidding document. This is primarily a services oriented 
procedure since the emphasis is on systems design and 
development. 


l. Design, development and assistance in implementing three 
Application Software modules for the RMPI, Mail and 
Archiving functions. 

Servers etc. for the operation of the system. 
Database management software and other utilities. 
Training of Ministry staff. 

Bidding will conduct through the international competitive 

bidding procedures - one stage - specified in the World Bank’s 

Guidelines: 


Procedure under IRBID Loans and IDA Credits (dated January 
1995 and revised January and August 1996), and is open all 
bidders from eligible source countries as defined in guidelines. 


Complete sets of bidding documents in English may be 
purchased by interested suppliers upon payment of a non- 
refundable fee of US$100 for each bidding document. The 
method of payment will be cash, travellers checks or cashier’s 
checks. The documents, available from June 22, 1998, may be 
retrieved from the address below. Sealed bids/proposals must be 
accompanied with a bid security of US$ 40,000. 


The Head of Technical Support 
Mr. Mohammed Ayed Abu Asal, 
Ministry of Trade And Industry, Head Office, 
4th Floor, Room #415 
Amman Jordan . 
Tel. number 9626 560 7191 Ext. 415 
Fax. numbers 9626 560 7058- 
9626-568 4692 
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Teeny smashers revamp 
women's tennis 


There are exciting sports taking place this summer that do not begin with the 


letter “f”. Women’s tennis fora start 


UST when it looked as ifa Swiss teenager, 

Martina Hingis, was set to dominate 

women’s tennis for the next decade in 
much the same way as Steffi Graf did be- 
tween 1987 and 1997, and as Martina 
Navratilova did in the decade before that, 
along came a netful of surprises. The final 
of the French Open on June 6th was fought 
between the same two players who battled 
it out in 1991, unpredictable warriors 
whose average age is a dizzying 25. And the 
rest of the attention of le tout-Paris was fo- 
cused on a troupe of teens who look un- 
likely to let Miss Hingis have everything her 
own way for the next few weeks (the Wim- 
bledon tournament starts on June 22nd) let 
alone for the next ten years. 

This is a dramatic turnaround. A letter 
in a recent edition of Tennis magazine ex- 
pressed the hope that Steffi Graf would re- 
turn from injury in order to give Martina 
Hingis “a run for her money”. Before the 
French Open, Miss Hingis had won four of 
the previous five Grand Slam events and 
had been a fixture at the top of the world 
rankings since March last year. But in Paris 
she was overpowered (6-3, 6-2) in the semi- 
finals by Monica Seles, a former champion 
making a comeback. And already this year 
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she has been beaten in top tournaments by 
a Russian, Anna Kournikova, and a tall 
American, Venus Williams. 

Misses Kournikova and Williams are in 
the vanguard of the teenage troupe that is 
brightening up the women’s game at the 
moment. Others include Miss Williams’s 
younger sister, Serena, and a Croatian 16- 
year-old, Mirjana Lucic. Miss Lucic was a 
semi-finalist in the Italian Open before ill- 
ness ruled her out of the French compe- 
tition, and many think she may yet prove to 
be the best of them all. 

Is it mere coincidence that such an ex- 
citing crop of teenagers has come together 
at the same time? Perhaps not. For talented 
female athletes today, tennis is the most lu- 
crative sporting choice, and all five teenage 
contenders come from less than privileged 
backgrounds. Miss Hingis learnt the game 
asa child in Czechoslovakia before moving 
to Switzerland at the age of seven; Miss 
Kournikova first picked up a racket in Rus- 
sia before moving to Florida as a nine-year- 
old to be coached by Monica Seles’s former 
mentor, Nick Bollettieri; Miss Lucic started 
in Croatia; and the Williams sisters grew 
up in South Central Los Angeles, not 
known for its country-club atmosphere. 


The organisers of women’s tennis, the 
WTA tour, have taken steps to avoid the 
“burn-out” that damaged the ambitious 
American teenagers who came to the fore 
during the 1980s and early 1990s. Under 
the wra’s present rules, 14-year-olds are al- 
lowed to play in no more than five profes- 
sional events per year, and 15-year-olds can 
play in only eight. Not until a player 
reaches 18 are all protective measures lifted. 

Asa result, the new teen sensations have 
had time to develop a more rounded game 
than their metronomic base-line predeces- 
sors. At the same time, new racket technol- 
ogy has added zest to the women’s game. 
The emphasis on power which has taken so 
much of the finesse out of men’s play has 
helped make women’s matches faster, less 
predictable and more entertaining. 

The teenagers seem to enjoy themselves 
more too. As the marketers of the game like 
to point out, not only do Hingis and Co 
have abundant talent, they also have “dy- 
namite personalities”. Or, to put it another 
way, they are strikingly attractive. At last 
year’s Wimbledon, the salacious interest of 
the media moved Britain’s sports minister 
to criticise the press for concentrating on 
“underwear and figures”. Miss Kour- 
nikova, in particular, has kept the photog- 
raphers busy and is the subject of web sites 
that are not entirely devoted to tennis. 

Would the women’s new-found popu- 
larity be quite so intense if the men’s game 
were not so lacklustre? The men’s final in 
Paris was bashed out between two of the 
identikit Spanish baseline specialists. 
America’s Pete Sampras has reigned over 
the men’s game with only brief intermis- 
sions for five years now, and new stars are 
overdue. The much-heralded comeback of 
Mr Sampras’s old adversary, the crowd- 
pleasing Andre Agassi, has been uncon- 
vincing. He was defeated at the second hur- 
dle in Paris by an 18-year-old qualifier. The 
man ranked second, Marcelo Rios from 
Chile, although gifted, is famously uncom- 
municative. He has won the Prix Citron 
from French journalists for three years run- 
ning for his unco-operative behaviour dur- 
ing the Paris tournament. 

Small wonder that the Arp men’s tour is 
thinking of co-operating more with the 
WTA tour on joint tournaments, and that 
the women hold the upper hand in negoti- 
ations. Indeed, with the women’s game out- 
stripping the men’s in television ratings, 
parity in Grand Slam prize money ought to 
be the next step. Only the us Open awards 
equal prizes. Wimbledon is the most out of 
synch: this year it is giving £435,000 
($696,000) to the men’s champion com- 
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pared with £391,500 for the women’s. 

Of course, should last year’s Wimble- 
don champion, Miss Hingis, return to 
dominate her colleagues in the same way as 
Miss Navratilova and Miss Graf have done 
in the past, the excitement may wane. But if 


either of the Williams sisters or Miss 
Kournikova (or even a rejuvenated Miss 
Seles) wins at Wimbledon there would be 
further cause for celebration. Not least 
among those struggling to remember a 
truly great men’s final. 

a — a 





Horse-racing 


Strictly for the vets 


In Europe it is high season for horse-racing. A correspondent reveals the 


thrills . . . and spills of owning a nag 


SCOT is Britain’s most stylish race- 
course, and every June (this year from 
June 16th-2o0th) the elite of Europe's stables 
go through their paces on its lush turf, 
watched by the best-connected and most 
expensively decorated crowd at any sport- 
ing event. Rich racehorse owners treat their 
friends to bucketfuls of champagne to cele- 
brate winning prizes that can exceed 
£100,000 ($165,000), before summoning 
their chauffeurs to ferry them home. 

At Southwell and Wolverhampton, two 
dirt tracks in England’s industrial Mid- 
lands which also hosted race meetings this 
week, you would scarcely recognise it as the 
same sport. Here the equine proletariat 
chase prizes worth only a fraction of those 
on offer at Ascot. The owners, if they turn 
up atall, drink beer and travel on trains. 

There are 14,163 horses in training in 
Britain and 9,241 registered owners. Of 
these, just 17 own more than 30 horses, 
while 6,586 of them own shares that can be 
as small as 0.5% of a single animal. Owners 
range from the super-rich to the merely 
comfortable, but all of them are almost cer- 
tain to lose significant sums of money be- 
cause of their enthusiasm. 
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Even the accompanying table (showing 
that for every £10,000 that British owners 
spend on their horses they can expect only 
£2,400 back in prize money) does not tell 
the whole story. The initial investment can 
be anything from £1,000 to £1m. And if the 
animal performs no better than average, its 
value as an asset will plummet. 

The British racing industry—which 
claims to provide a living, directly and in- 
directly, for about 100,000 people—blames 


the country’s abundance of private book- 
makers for this low return. In countries that 
keep betting in the hands of the state, much 
more revenue is returned to the sport in 
prize money. In Britain less than 1.2% of the 
bookmakers’ turnover finds its way back 
into racing. In the United States, where 
some states hold gambling monopolies, the 
figure is 9.2%. The British government's re- 
cent proposal to partly privatise the Tote— 
the state-owned competitor to the book- 
makers—could make things worse. 

Not surprisingly, the racing industry is 
keen to seek out new owners. The British 
Horseracing Board (BHB), the sport’s mar- 
keting arm, publishes a leaflet called “The 
Thrill of Ownership” and a 20-minute 
video, “Tips to Build a Dream on”. This 
stresses the excitement of mixing with 
horsy folk in the paddock and maintains 
that owning a racehorse is “the ultimate 
high without being on drugs”. 

Two years ago this correspondent set 
out with a pair of friends to taste the thrill 
of ownership. A trainer agreed to choose a 
horse to be owned equally by the three 
friends and himself, and he picked out a 
well-bred, four-year-old gelding in his sta- 
ble. The horse, which had already won a 
couple of moderate races, cost £17,000. 

He was first entered for a decent handi- 
cap at Goodwood, but on the eve of the race 
went down with a throat infection. Horses, 
like people, get sick. Tim Darby, the BHB’s 
marketing director, admits: “You'd be 
pretty fortunate if you had one that was fit 
to race for a whole season.” 

When the beast recovered there was just 
time fora couple of indifferent races before 
winter set in. Snow on the gallops and the 
trainers new year holiday meant that the 
owners’ dreams were put on hold until the 
spring. As the days lengthened, a couple of 
decent runs were followed by a third place 
at Brighton. But then, on the gallops, the 
horse split a pastern—a foot injury that usu- 
ally happens to younger animals. Costly 
surgery followed. 

After the operation, our hero was sent 
swimming to toughen his muscles, and he 
did not reappear on the race course until 
eight months after the accident. “Ring 
rusty” was how the trainer explained his 
last place on that occasion. 

Since then a pulled muscle, a dodgy an- 
kle and unsuitable going (he does not like 
soft ground) have prevented a return to ac- 
tion. The trainer, when he can be per- 
suaded to divulge his plans, speaks of an 
entry “in a couple of weeks”, but the weeks 
turn into months and the only news from 
the stables is the regular bills. “You sit by 
the phone like an abandoned lover”, says 
one of the partners, “waiting for the call 
that never comes.” 

In the two years since the horse was 
bought, each owner has spent about £7,000 
on his upkeep, with only a few hundred 
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DESPITE high culture’s 
reputation as a pastime 
for the privileged, a box 
at the opera for the 1998 
season is considerably 
cheaper than front row 
tickets to top games of the National Bas- 
ketball Association (NBA). The table shows 
the price ofa single ticket for the best seats 
at this summer's hot events—front-row 
seats by the basketball court side, box 
seats at the opera, front orchestra places 
on Broadway; and the best venues—the fi- 
nal game of the World Cup, the most criti- 
cally acclaimed theatre production of the 
season, etc. 

In addition to cost 
there is the issue of avail- 
ability. Even if you have 
the money, the chances of 
procuring a front-row seat 
at the Eastern Conference 
finals of the NBA are slim. 
| Touts, of course, abound. 
But so do rings of swin- 
dlers selling fake tickets. 
Tickets for this year’s Mas- 
ters golf tournament in 
April were sold only to 
those on a waiting list. En- 
tryon to this list, however, 
was closed to new names 
in 1978 because, say the 
organisers, “the list grew 
to such proportions that 
any additions would not 
be able to receive tickets 











Just the ticket price 


in the foreseeable future.” 

Waiting lists are not uncommon. 
Most tickets to the Wimbledon tennis 
tournament are sold by ballot. Names are 
collected after August ist the previous 
year and the list is vastly oversubscribed. 
Those who are unlucky in the draw can 
queue up on the day of the tournament 
for a limited number of tickets that are set 
aside. However, centre-court seats for the 
final four games are excluded from this 
process. 

Obtaining tickets for “cultural” enter- 
tainment is almost invariably easier. Cer- 
tain short-run productions can sell out 


MOREOVER 





well in advance (in London, the Almeida 
Theatre’s production of Eugene O’Neill’s 
“The Iceman Cometh” was sold out even 
before the rave reviews for Kevin Spacey’s 
performance rolled in), but getting tickets 
for most events is relatively easy. A front- | 
row seat at a Friday evening performance 
of “Art”, an award-winning play at the 
Wyndhams Theatre, can be obtained on 
the same day. 

Opera tickets are probably the most 
elusive of high culture forms: season tick- 
ets and tickets for productions with star 
performers are often available only via 
subscription; at the Opéra National de | 
Paris and at New York’s Metropolitan Op- | 
era, the best seats are sold via the mail or 
to long queues months in advance. | 








Basketball hits the high spot | 


What 
Art 


Opera at the San Francisco Opera 
Opera at the New National Theatre 


Opera at Teatro Communale 
Ballet at Opera Bastille 
“Art” at the Royale Theatre 


"Art" at the Wyndhams Theatre 


Ballet at the Stanislavsky Theatre k 
Sport 
NBA home game for New York Knicks New York 


The World Cup Final 


NBA home game for Chicago Bulls 


Golf Masters 


Wimbledon tournament day ticket 


Lord's Test Match (Cricket) 


Where When How much* | 


$140 
$130 


San Francisco Summer 98 
Tokyo ~ Summer 98 
Florence Summer 98 
Paris Summer 98 
New York Summer 98 
London Summer 98 
Moscow Summer 98 


$67 
$65 | 
5 | | 

$6.50 | 
June 98 
July 98 

` June 98 
April 98 
July 98 
June 98 


$1,350 
$499 | 

saso || 

$ioot 

soz | 
coe 


Paris 
Chicago 
Augusta, GA 
-Wimbledon 
London 


“Top price *Ticket for all four days of tournament; no single tickets sold 








pounds coming back in prize money. At the 
most the horse has two good racing years 
left. The best that can now be hoped for is 
that the thrills of ownership—precious few 
and dearly bought—can be sold on at a 
knockdown price. As one trainer says per- 
ceptively in the BHB video: “Nobody's in it 
for the money.” Mind you, the vet is not 
complaining. Unlike our wives. 





Letter from Nicosia 
On civilisation’s 
fault line 


TROLL down pedestrianised Ledra 

Street, in the heart of old Nicosia, and 
you find busy shops and a couple of pave- 
ment cafés, their parasols offering welcome 
respite from the Mediterranean heat. But 
that is where normality ends. The view 
from the cafés is of a wall blocking the 
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street, of Greek Cypriot soldiers and of 
signs reminding you that this is “the 
world’s last divided capital”. It has been 
split in two (as has the whole island) ever 
since the Turkish invasion of 1974. With the 
hopes of peace in Northern Ireland and the 
collapse of the Berlin Wall, the bisection of 
Cyprus seems stranger than ever. 

Strangest of all is the experience of 
crossing the “Green Line” which separates 
the Greek and Turkish sides. Only foreign- 
ers are allowed to do this, provided that 
they start from the Greek side and that they 
come back the same day. A taxi driver takes 
you to Nicosia’s equivalent of Checkpoint 
Charlie: the Ledra Palace gate, a place of ee- 
rie quiet with a police post, posters of Turk- 
ish atrocities and, visible through a de- 
serted building opposite the Greek 
embassy, brightly coloured political mu- 
rals reminiscent of Belfast and Berlin. 

You tell the police that you want to visit 
the Turkish zone. “Occupied territory,” 
they correct you, and direct you to a pass- 
port office next door. There, an official 


takes your details, tells you to be back by 
five o'clock, and warns you not to let them 
stamp your passport on the other side. 
“And no shopping,” he adds. 

You then walk into the United Nations 
buffer zone, a peculiar contrast of barbed 
wire and beauty. To the right are the Vene- 
tian city walls, to the left is what was once 
one of the grandest hotels in the Mediterra- 
nean, the Ledra Palace, now home to the 
blue-bereted UN peacekeepers. Within 
minutes you reach flags and signs welcom- 
ing you to the “sovereign” Turkish Repub- 
lic of Northern Cyprus, a self-styled statelet 
recognised only by Turkey itself. You pass 
posters of Greek atrocities. Nobody at- 
tempts to stamp your passport and you 
pass through to the waiting taxis. 

Turkish and Greek Cypriots still both 
drive on the left, a legacy of British colonial- 
ism, but in the northern part many cars, im- 
ported from Turkey, also have their steering 
wheels on the left. That, coupled with the 
drivers’ love of speed, gives the visitor a 
more immediate sense of danger than any- 


101 


“i 


MOREOVER 


thing at the sleepy frontier zone. You are 
whisked past signs to the “Museum of Bar- 
barism” (Greek-Cypriot barbarism, the 
driver explains), through streets with little 
of the consumer glitz to be found back in 
Ledra Street. Among Greek Cypriots, GDP 
per head is $14,000; among Turkish Cypri- 
ots it is $4,000. And the difference shows. 

The lack of economic development has 
its charms, however. Take Kyrenia (or Girne 
as the Turkish Cypriots call it), a small port 
town 20 minutes’ drive from Nicosia. It is 
as quiet and unspoilt as Limassol on the 
Greek side is noisy and brash. No commer- 
cial hubbub competes with the call to 
prayer from the mosque. 

Just a few hours are enough to see how 


deep is the divide—economic, political, lin- 
guistic, religious and cultural—between the 
island’s two communities. Greek Cypriots 
hope that negotiations for Cyprus to join 
the European Union will jolt the island 
into a settlement. But so far the Eu factor 
has only upset the Turkish Cypriots. Ten- 
sions are also rising over Greek-Cypriot 
plans to deploy Russian anti-aircraft mis- 
siles. A senior American diplomat recently 
gave warning that things could get worse 
before they get better. But will things get 
better? The nagging question from a trip 
across the Green Line is whether it is a soon- 
to-disappear anachronism, like the Berlin 
Wall, or a grim foretaste of what pessimists 
call the coming clash of civilisations. 





Asia's financial turmoil 


Whodunit? 


HIDDEN AGENDA: IN THE EYES OF THE TIGER. By Lim Kok Wing, Robert Ho You Chai and Yee Mee 
Fah. Limkokwing Integrated; 128 pages; Malaysian ringgit 20. 


Asta FALLING? By Callum Henderson. McGraw-Hill; 314 pages; Malaysian ringgit 38.50 and 


$24.95. 


ASIA UNDER SIEGE: HOW THE ASIAN MIRACLE WENT WRONG. By Ranjit Gill. Epic Management 


Services; 196 pages; Malaysian ringgit 25.90 


N RECENT months this reviewer has 

heard a Singaporean banker, a Bangkok 
taxi driver and a Jakarta student (among 
others) argue that Asia’s economic troubles 
are a consequence ofa deliberate American 
policy to cut the continent (and especially 
China) down to size. Conspiracy theories 
abound as an explanation for the region’s 
woes, and they are reflected in a crop of in- 
stant books that have appeared recently in 
South-East Asia. 

Such theories have a perennial appeal: 
they can explain the incomprehensible; 
empower the powerless with a sense of 
their own slighted virtue; and provide that 
most valuable of creatures, a scape- 
goat. All too often, their only serious 
flaw is their sheer implausibility. 

Take, for example, the explana- 
tion that Malaysia's prime minister, 
Mahathir Mohamad, offered last 
summer for South-East Asia’s cur- 
rency crisis. He blamed a financial 
speculator. George Soros, he sug- 
gested, had decided to wreak revenge 
for the admission of the nasty Myan- 
mar junta into the Association of 
South-East Asian Nations (ASEAN). 
This was a first-class conspiracy the- 
ory. It combined anger at the power 
of western capital with suspicion of 
the West's political agenda, embod- 
ied in Mr Soros’s “Open Society” 
foundation, which has given finan- 
cial support to some exiled Myan- 
mar dissidents. 

These days, Mr Mahathir is less 
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specific. “It is not important whether there 
is a conspiracy or not,” he says in an inter- 
view with the authors of “Hidden Agenda”, 
the liveliest (and also the silliest) of the re- 
cent instant books. The authors seem to dis- 
agree. They see conspiracy everywhere: in 
the western media, of course, which are “a 
force for evil...a force to destroy every- 
thing that the East stands for”; and in Hol- 
lywood too. Did audiences at “Disclosure”, 
for instance, not realise that the film’s true 
purpose was to undermine Malaysia (by 
showing it producing dusty microchips)? 
Why is the West so purposely mali- 
cious? “Hidden Agenda” never really ex- 





plains. Perhaps because precise accusa- 
tions are self-evidently preposterous, it 
resorts to vague insinuations about “hid- 
den forces”. It is not the authors’ intention, 
they say, to “play Sherlock Holmes in 
dusting for fingerprints in order to catch 
the culprit”. The reader, faced with a crime 
of such enormity, may feel cheated that the 
guilty party is never unmasked. 

Westerners tend to have more sympa- 
thy for.such theories when they live in Asia. 
Callum Henderson, for example, in his 
more conventional account of the turmoil, 
“Asia Falling?”, points out that France, Ger- 
many and Britain have in recent years all 
been guilty of hysterical outbursts at times 
of currency turbulence, so the howls of an- 
guish from the region are not surprising. 

Mr Henderson is a currency analyst, 
and well placed to explain how the war 
looked from the other side of the trenches. 
He tells a gripping tale—a reminder that 
life spent glaring at numbers on a com- 
puter terminal is not all dull. He debunks 
key tenets of the conspiracy theory—espe- 
cially that the crash was caused entirely by 
the capricious or malicious withdrawal of 
foreign capital. In most of the damaged 
countries the flight of local money and at- 
tempts to hedge foreign-currency exposure 
(by locals and foreigners alike) also played a 
big role. 

Like the inferior “Asia Under Siege”, a 
scissors-and-paste job based largely on 
press reports, “Asia Falling?” is unlikely to 
soothe the conspiracy theorists. Its exami- 
nation of the global economic forces, do- 
mestic policy mistakes and market panics 
behind the slump is interesting and sensi- 
ble. But many in the region would say that 
none of this fully explains how things 
could have gone wrong in such a sudden, 
unforeseen and devastating way. 

In the few months since these books 
were written, the regional gloom has dark- 
ened. Millions of jobs have been lost, sav- 
ings wiped out and dreams of pros- 
perity shattered. So far, many have 
blamed their own governments. But 
as misery intensifies, so will the 
temptation for local politicians to 
blame foreigners. 

Western governments which ar- 
gue that the malaise is largely the re- 
sult of misguided economic policies, 
and that it will go away if the proper, 
distasteful medicine is taken, may 
well be correct. But such self-right- 
eousness only increases the likeli- 
hood of a nationalist backlash, 
which could take some very vicious 
forms. On the bookstall in Kuala 
Lumpur where these titles were pur- 
chased, another prominently dis- 
played volume was Henry Ford’s 
1920s contribution to the conspiracy 
genre: “The International Jew”. 
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OBITUARY 


LTHOUGH this is an obitu- 
ary of Reg Smythe, it may 
turn out to be more about Andy 
Capp, the cartoon character he 
created. For the benefit of any- 
one who has never noticed Andy 
Capp’s appearance in some 700 
newspapers around the world, it 
may be worth explaining that he 
is... well, what exactly? When 
Hugh Cudlipp was editor of the 
Daily Mirror, a British tabloid 
which first published the car- 
toon in 1957, he said that Andy 
Capp was a “work-shy, beer- 
swilling, rent-dodging, wife- 
bashing, pigeon-fancying, soc- 
cer-playing, uncouth cadger, 
setting an appalling example to 
the youth of Britain.” 

He was, therefore, good for a 
smile among the beer swillers of 
Britain, but to the continuing 
| surprise of Mr Smythe he 
| crossed the English Channel 
and took up residence in France 
as André Chapeau and in Ger- 
many as Willi Wacker. America 
quickly fell to his charms, Pick 
up the Denver Post and a dozen 
other newspapers and there he 
| is, Andy the pioneer male chau- 
vinist pig. 

What do the non-Brits make 
| of him? For France and Ger- 
many Andy Capp is the Britain 
they can happily sneer at, just as 
British cartoonists waspishly 
portray the French as frog-eating 
wimps and the Germans as humourless automatons. Now, 
doubtless, he is welcomed as an antidote to “cool Britannia”, a 
pose fostered by British government publicists that irritates its 
European partners as the old enemies and allies move inexora- 
bly and suspiciously closer together. 





The hero of Hartlepool 


America has no such fun with its neighbours. Perhaps, rather 
alarmingly, Andy Capp is sometimes seen by Americans as part 
ofa real Britain. In this country of thatched cottages and Big Ben, 
there is a place called Hartlepool in the north of England where, 
according to an American guide, the people are friendly and 
“will reply to a ‘good evening’ or ‘good afternoon’ even if you 
don’t know them.” Among its famous people, the guide notes, 
are Ridley Scott, a film director (“Blade Runner”), and Andy 
Capp. He has been adopted by American academe. “Andy 
Capps”, explains a sociologist on the Internet, are “long-term un- 
employed males who are registered for unemployment com- 
pensation but not really willing to work at the going wage.” Just 
fancy, his long-suffering wife Flo might have said, it makes him 
sound almost respectable. 

Flo, short for Florence, was also the name of Reg Smythe’s 
mother. “Flo’s the sort of woman I admire,” he said of the car- 
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Reg Smythe 





Reg Smythe, creator of Andy Capp, 
died on June 13th, aged 80 


toon character. “Stalwart, sle- 
eves rolled up, prepared to put 
up with her man and get on with 
what has to be done. She should 
have been in the title. Never 
mind, she knows she holds the 
cartoon together, and that’s 
enough for her.” 

Various writers about the 
Andy Capp phenomenon have 
made the obvious link to Flo the 
mum, and Mr Smythe did not 
argue about it. In industrial Brit- 
ain, the mother was often the 
real boss, managing the home, | 
minding the money and some- | 
times having an outside job as 
well, just as Flo Capp does. Some 
students of the shirking-class 
hero (thanks, Mirror) believe he | 
was based on Mr Smythe’s fa- | 
ther. Reg Smythe would not con- | 
firm this, but there have been 
dark rumours. | 

Like Andy Capp, Mr Smythe 
came from Hartlepool. He was | 
born about the time the town 
was beginning to decline as a 
centre ofshipbuilding and steel- 
making. In 1936, when Britain 
and much of the rest of the | 
world was in depression, Mr | 
Smythe joined the army in des- | 
peration. Three years later war | 
broke out and he was stuck with 
soldiering until itended in 1945. | 
Then he had a number of dead- | 
end jobs, drawing cartoons in | 
his spare time and eventually 
making enough from them to live on. 

Later, when the money rolled in, he, like Andy Capp, never 
had more than a pound or two in his pocket. During his 48-year 
marriage Mr Smythe was content for his wife Vera to handle the 
bills, getting pocket money as he needed it (but he had a 
Mercedes in the garage). 

Reg Smythe never had any formal art training. His figuresare | 
crudely simple. But you could say the same about Peanuts and 
Garfield, two of his rivals for popularity. Character is what mat- 
ters. Andy Capp is reassuringly unchanging, living in a grimy 
north of England that no longer exists, wearing the sort of flat hat 
that is no longer common. His only concession to social pres- 
sures is to give up smoking, at least in public. He is one of a | 
number of outrageous fictional characters that Britain has let | 
loose on the world during the past few decades. Another is Alf | 
Garnett, a racist and general bigot who commanded huge audi- | 
ences on television. Such characters are so appalling as to be be- 








yond criticism. They are part of the grand march of British cul- 
ture, of tatty fashions, improbable art, ear-damaging pop music, 
distrust of foreigners and politically-incorrect opinions. Reg 
Smythe worked to his dying day to keep it going and left behind 
a big pile of cartoons. He is gone, but Andy Capp has at least 
another year to live. 
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The Oxfor 


Senior 
Executive 
Finance 
Programme 


Is a finance programme with a difference. Building on proven elements in the Oxford Advanced 
Management Programme, it has been specifically designed to take senior executives, general 
managers and fast-track talent from a standing start to a strong and broadranging competence in 
modern financial management and strategy. 


1 - 6 November 1998; 25 - 30 April 1999 


Return to Maureen Campbell, Templeton College, Oxford, OX] SNY, UK 
Please send details of the Oxford Senior Executive Finance Programme 


Name: oe 








Tel: +44 (0)1865 422733 Fax: +44 (0)1865 42250] 
Email: maureen.campbell@ templeton.oxford.ac.uk 
Internet: http://vww.templeton.ox.ac.uk 


5) ENE ECONOMIST juNE.2oTH i998 | 








F po aa versity 





You already know what's expected of you 
on an MBA course. But in Edinburgh we 
place as much emphasis on personal 
development as we do on pure academic 
achievement. That's why we're right in the 
centre of the beautiful city of Edinburgh. 
One of the most cosmopolitan and civilised 
cities in the world. To find out more 
contact Joan McMillan at Tne University 
of Edinburgh Management School, 7 
Bristo Square, Edinburgh, EH8 SAL. Or 
telephone +44 (0) 131 650 8066. E-mail: 
J.E.MeMil 


lan@ed.ac.uk 


WWwW.ems.ac.uk 





PROMOTING EXCELLENCE IN TEACHING AND RESEARCH 
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WE DEVELOP 
BUSINESS LEADERS 
FOR THE NEW 


EUROPE. 
BE ONE OF THEM. 





INTERNATIONAL 
EXECUTIVE MBA PROGRAM 







One year, modular program in English; 
18 residency weeks grouped into four blocks 






Faculty from the best North American and 
European business schools 






Integrated MBA curriculum 






Participants from over 18 countries 






immediate application of newly acquired skills _ 
through project work in host companies = 







Participant exchange with the 
Rotterdam School of Management 






Applications for 1999 are accepted now. Scholarships and 
favorable loan facilities available to eligible candidates. 






international Executive Development Center 


MBA OFFICE 

Brdo pri Kranju, Slovenija 
Tel: +386 64 221 761, Fax: +386 64 222 070 
E-mail: emba@iedc-brdo. si 










COURSES 


THE BRADFORD MBA 


Today's managers are pulled in such diverse directions, a flexible mode of 
study is essential. That's why, at Bradford, we'll produce a programme 
that's tailored to your needs. Full-time, evening and open learning options 
give you the freedom to learn at your pace, not ours, with course lengths 
of 1 to 6 years. And in addition to studying the integrative core, you will 
choose the 6 most relevant electives from a range of over 30, to ensure 
your MBA complements your chosen career path. So, for a more flexible 
MBA, talk to Bradford. After all, why study an MBA that hasn't studied you? 
For further information call +44 (0)1274 234372 (open learning), 
+44 (0)1274 234373 (full-time) or +44 (0)1274 234374 (evening) 


THE BRADFORD MBA 


IT’S FLEXIBLE, 
SO YOU DON’T HAVE TO BE. 


ee an “OPEN 

r OPEN DAY >. / _ EVENING 

\ Saturday 20 June J B { Tuesday 14 July } 

\. call for details AACA \ Thursday 6 Aug / 
p RA ot call for details / 


The University of Bradford Management Centre, Emm Lane, Bradford BD9 4JL, West Yorkshire, UK. 
Fax: +44 (0)1274 232311. http://www brad. ac.ul/acad/mancery email: G.H. Barbour bradford.ac.uk 





SINCE 1819 OUR VISION 


JUST KEEPS GETTING; BIGGER. 
TODAY IT NO LONGER 
GOES UNNOTICED. 


GROUPE 


EgC P 


ESCP, Paris School of Management, 


is one of the leading european business schools 


accredited EQUIS, the European label of 


quality created by the European Foundation 
for Management Development. 

This recognition is no accident, the 
international outlook is ESCP tradition 
since 1819. 


A CHAMBRE DE COMMERCE 
ET D'NDUSTRIE DE PARIS 
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Groupe Ecole Supérieure de Commerce de Paris 
79, avenue de la République - 75011 Paris - France - WEB : www.escp.fr 









ESCP, Paris Graduate 


School of Management 


MBA ESCP 
accredited AMBA's 
a three year graduate 


management program 


executive part time 
program over an 
18 month period 


Mastéres spec ialisés, 


MS programs 





14 one year post graduate 
programs in a specific field 





or corporate function 


Email : pmse@escp.fr 
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COURSES 


Marcel Corstjens 


e Battle for Mindspace 
and Shelfspace 


STOREWARS 


18-25 November 1998 * 17-24 November 1999 


Focusing on consumer goods, the 
STOREWARS programme and its 
exclusive simulation bring together 
senior managers in manufacturing, 
retailing and advertising to explore 
and exchange strate gic marketing 
practices in this highly competitive field. 


Programme Director Marcel 
Corstjens, the author of the book 
STOREWARS and the creator of the 
STORWARS simulation, will expose 


you to: 


Marketing Strategy and Tactics 

e differential advantage and target 
market selection 

@ marketing intelligence & customer 
profitability 

@ efficient consumer response 


The brands as a central concept 
@ brand equity and acquisition of brands 
eè brand loyalty / switc hing 


ec urobranding and globalisation 


The retailer as a major player 
@ retail / 
@ manufacturer-retailer negotiation 


retailer strategy 
@ merchandising, shelf space 


The STORWARS marketing simula- 
tion, which was specially designed for 
this programme, is used to integrate, 
apply and test the concepts developed 
Building on 
INSEAD ‘s considerable experience in 
the field of international marketing, 
the STORWARS simulation recreates 
the most crucial challenges fac ing 


during the course. 


today’s consumer goods industry. 





« The combination of the STORWARS simu- 


lation, the tailored conceptual inputs and 


the facilitated discussion makes sure that the 


learning is rooted in our experience. As a 
result, it has been a challenging and 
valuable programme to our customer mana 
gers - even for those from different market 
places and with different marketing respon 


sibilities, » 





International Marketing & Sales 
Training Manager - Unilever 


INSEAD 





Enrichment Through Diversity 





For an application form and programme brochure call Janet Burdillat on 33 (0) 1 60 72 42 90, or fax to 33 (0) 1 60 74 55 13 


E-mail execed(Winsead.fr sets Tam ee 


Q / would like to reserve a place (date of programme) 


Please send me a brochure on _) Storewars L 1998 INSEAD eie Education CD-Rom 


AT A IN Ta Ne nts ot Suse airs A EE E A E DER > EE E AEEA AEA bon I E EEN 
JOD Tithe SE TEEN E E AOAR Company Name...scssi5scssccex 

Company AAA Cs ics 553 a Cm AGES esa MES pA Ses TR SS MAES a EE N, 
Post Code ister Apasa adie Eene Nu g a AE o bas ao ai AAE O A E 

MPIEDNGONE: sai iie a RA PANG pe om te Me TO N AE COT A E-mail.. 
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ODRES 





COURSES 


HERIOT-WATT UNIVE 


MBA by Distance 


Learning 


Prestigious Chosen year after 
year for The Economist Intelli 
gence Units Which MBA? A critical 


guide to the world’s best programmes 


Performance-Based No GMAT 


or Bachelor's degree is required. 


International More than 8,000 
active students in 120 countries 
over 3,000 in North America 
Non-Residential Exams are held 
twice each year in locations across 


the US, Canada, and worldwide 





l 
A 


— N 


If you are a busy professional, the 
flexibility of the MBA program 
you choose can be as imp tant as 
its quality. Fortunately, you don’t 
need to compromise. Heriot-Watt 
University offers a uniquely flex 
ible international MBA: earn your 
degree entirely by distance learn- 
ing in one to seven years Study 
wherever you live, at a pace that 
suits your needs, On-campus study 
in Edinburgh, combined with 


distance learning, is also available 


Call or write today for information: 


Heriot-Watt University US/Canada phone 800-406-7096 
MBA by Distance Learning Fax 510-528-3555 
North American Distributor Phone 510-528-3777 
6921 Stockton Ave., Suite 10 E-mail HW@degree.net 
El Cerrito, CA 94530 USA Visit www.degree.net/mba 


We want you! 


New Technology Needs New Leadership 





Eidgenéssische 
Technische Hochschule 
Zürich 


IM atl: 


* Technically-trained? 

e Early 30's to early 40's? 

e Leading a team of 10 to 500 people? 

¢ In a technology-intensive business? 

and most importantly 

* Aiming for senior level general management? 


Are you 


Leading the Technology Enterprise is a 9-week (3+3+3) 
general management development experience offered annually, for 
a highly select international group of individuals like yourself, by the 
alliance of IMD and the two Swiss Federal Institutes of Techology. An 
additional plus: graduates of the program may apply for admission 
to IMD's new Executive MBA program, with advanced standing 
and reduced overall fees. 





IMD — International Institute for 
Management Development 
Fax +41 21 618 07 15 
Phone +4121 618 03 42 
E-mail pi 


Center for Technology and 
Management CTM/ETHZ/EPFL 
+41 1 269 90 01 

+41 1632 5929 
info@ctm.ethz.ch 





Fax 
Phone 
E-mail info@imd.ch 


Internet http://www.imd.ch/ 


Internet http://www.ctm.ethz.ch/ 
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It can seem a little daunting at first. But, as any past 
student of ours will tell you, a year on the Full-time 

BUSINESS SCHOOL 
MBA programme at Warwick is well worth it. | 





“Yes, I think it’s great to 
have a Warwick MBA. 
More importantly, so does 
everyone else.” 


As one of Europe's truly great Business Schools, 
Warwick attracts high calibre students from around 
the world. Offering as it does, an international, highly 
innovative one year programme, plus Warwick's 
excellence in teaching as well as research. 

Would you like to hear more about the Full-time 
MBA programme? Then call the number below, quoting 
reference EC239 


Tel. +44 (0)1203 523922. Fax. +44 (0)1203 524643 
E-mail: fmbain@wbs.warwick.ac.uk 
hetp//www.wbs.warwick.ac.uk/mba 


Warwick Business School, University of Warwick, 
Coventry, CV4 7AL, England 





Amsterdam 
Institute of Finance 


G 





offers in cooperation with the faculty of 


INSEAD 
Upcoming Courses 1998 


Measuring and Implementing 
Economic Value Added 


Foundations of Finance 


(Aug. 31 -Sept. 2) 
(Sept. 4-25) 


Advanced Corporate Finance 


- Mergers and Acquisitions (Sept. 28- Oct. 2) 


- Financial Innovation (Oct. 19-23) 
- Financial Restructuring - Going Public (Dec. 14-18) 
Advanced Financial Statement Analysis (Oct. 26-28) 
Advanced Valuation Topics 
- Valuing Commercial Banks (Nov. 4-5) 
- Real Options (Nov. 6-7) 
Negotiation Analysis (Nov. 9-10) 
New Course: 
Ethics and Shareholder Value 
in Banking and Finance (Nov. 12-13) 


To view our detailed brochure, please visit our Web site or contact 
Ms. Katelijn Arnold, Course Manager. 


AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 
telephone: +31-20-5200165 - fax: +31-20-5200161 


e-mail: info@aif.nl - internet: www.aif.nl 
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The University of Glasgow, founded in 1451, is one of the 


UNIVERSITY 
oldest and largest in Britain. It offers MPhil degrees in: a 


teen) 
Os 


GLASGOW 
CENTRE FOR DEVELOPMENT STUDIES 
University of Glasgow, Glasgow G12 8RT 


INTERNATIONAL FINANCE Tel/Fax: +44 (141) 330 4689/4940 
Centre for Development Studies & E-mail: R.strachan@soesci.gla.ac.uk 
Department of Accounting and Finance http://www gla.ac.uk/Inter, Development/ 
MONETARY ECONOMICS The University of Glasgow is an exempt charity 
AND FINANCE dedicated to excellence in teaching and research 


MBA 
LLM 
MSe 


In Management, for recent graduates 
In Human Resource Management 

In Financial Services 

In Marketing 

In Direct Marketing 

In Facilities Management 

In Operations & Logistics Management 


Sems, UNIVERSITY OF SURREY 


Guildford, Surrey GU2 5XH 


Tel: 01483 259347 
Fax: 01483 259511 


E-Mail: sems @surrey.ac.uk 
www.sems.surrey.ac.uk 


ECONOMIC DEVELOPMENT 
ECONOMIC PLANNING 








Part time, Full time, 
Open Access, 
Distance learning 


by research 


in following specialisms: 








MBA 


THE ASSOCIATE INSTITUTE OF 
THE UNIVERSITY OF BRADFORD, UK 


A NIMBAS-Bradford 
MBA degree is a powerful 
boost for your business career 


NIMBAS, as the Associate Institute of the University of Bradford, 
UK, enables University graduates to earn the prestigious University 
of Bradford MBA degree in the Netherlands or in Germany 


ONE-YEAR FULL-TIME MBA 


In Utrecht, the Netherlands and Aachen, Germany 


TWO-YEAR PART-TIME MBA 


NIMBAS also offers this part-time MBA programme in 
cooperation with the Bundesstadt Bonn, in Bonn, and in 
cooperation with the Fachhochschule Mainz, in Mainz, Germany 


TWO-YEAR EXECUTIVE MBA 


Seven intensive study sessions in the Netherlands, the UK, Germany and France 


NIMBAS is AMBA (London) accredited 


NIMBAS 


GRADUATE SCHOOL OF MANAGEMENT 









NIMBAS, Nic 


3512 LP Utrecht 
bran 
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Boston University 


will inaugurate a new 






Master of Science in Management weekend program 
in Paris beginning September. 
Open Door: Thursday, 23 July 





















For Details 

Bd. du Triomphe, 39 + 1160 Brussels 

Tel: (322) 640 74 74 « Fax: (322) 640 65 15 
E-mail:boston@innet.be 

Homepage: http://www.innet.be/boston 










BOSTON 
UNIV Y 











THE TRINITY MBA 


A one year, full time, intensive and intimate 
programme for managers and professionals aiming at 
General Management and membership of a global 
network of Trinity Alumni. 







Next Programme begins 
October 1998 

To apply contact: 

Catherine Williams 
Administrative Coordinator 


Tel: +353-1-608 1024 
Trinity College, Fax: +353-1-679 9503 


Dublin 2, Ireland. E-mail: businqg@tcd.ie 
http://www.tcd.ie/Business_Studies / MBA/ 







School of Business Studies, 
University of Dublin, 









www: 





Let the HEC MBA (isa) 


make the difference 
as it has for 
The CEO of Dell Computer France 
The Vice President of Sony Europe 
The Managing Director of Bain & Co. France 
A unique International Experience 
m A mix of top quality students from over 30 nationalities 


a An Exchange Program with over 30 top MBAs in the world 
m A network of 20,000 Alumni worldwide 











m Over 200 multinational companies recruiting on campus 





For more information an dates of 
Information sessions please sond us beck Las 
the coupon by fax to: 33 1 39 67 74 65 It 

cait: 01 39 67 73 79/7382- 
E-mail : isadmission@hec. fr 
Web : http: 


www.hec fr 
HEC School of Management 
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BBA Bachelor of Business Administration 
MBA Master of Business Administration 


BBA: four-year undergraduate degree [ful time) starting October or March 










UNIVERSITY DEGREE 
For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 
Match your utilizing your lite and work experience. College equivalent credits are 
ition with a given for your: Job, military, company training, Industrial 
pos courses, seminars and business experience. 
legal degree We accept college credits no matter when taken 












































MBA: one or two-year graduate degree evening classes) starting October, January or 
April. Concentration | :infernational Management - ConcentrationZ. Global Tax Planning 
Strong academic coyrse of study plus practical training, including, yearly in sgmpany 
nt ys arranged fo yndergrpe uates. Career guidance and placement; follow-up 
USA/Europe student exchange programs; franster opportunities world-wide 









Or 4 








and Our graduates are recognized for their achievements in business and THE NUMBER ONE ig ig SCHOOL IN BRUSSELS 
transcripts industry. We will assist you in completing your degree requirements Global programs for ambitious students 
at your own pace through home study. Validate by the University of Woles, U.K 
"As you know Send/tax detailed resume for a NO COST evaluation. Offical alfiliation with: Mercer University; Atlanta, USA 









Avenue Marnix, 20 


experience is Pacific Western University 





i. S: pei . 1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 B-1000 Brussels - BELGIUM 
ar 04 1-(808) 597-1909 Phone: +32-2-548 04 80 
degrees open CALL: (800) 423-3244 ext. 137 UK: 0800-960-413 Fou 432.2.548 04 89 

doors. Fax: (310) 471-6456 E-Mail: admissions@pwu.com E-mail info@ubi ed EKE fy RAR per 





http://www.pwu-hi.edu 


MONTICELLO 


School of Law e Locke School of Management ù Franklin 
School of Social Sciences ¢ Churchill School of History & Government 
Dag Hammarskjold School of Diplomacy & International Relations 
Kennedy School of Criminal Justice e Tocqueville School of 
Educational Policy & Leadership ¢ King’s College & Seminary 














UNIVERSITY 
Unlock Tomorrow's Potentiol Today 
Distance Education Programs * No Residency Required 
Bachelors * Masters * Doctorate 


Arts & Sciences * Business * Education 
Engineering & Computer Science 





Bachelors + Masters + Doctoral « Juris Doctor 

Prestigious Distance Learning Programs + Credentialization of Experiential 
Learning Achievements. Accredited and Approved. 
Monticello Education Foundation (913) 661-9977 

(913) 661-9414 Fax » emallc@msn.com + www.monticello.edu 


Credit for Work & Life Experience 
1-504-626-8904 Fax 1-504-624-2962 
http://www.distance.edu 
620 Lotus Drive North * Dept. 136 + Mandeville, LA 70471 
LASALLE EDUCATION CORPORATION 











Residential Immersion 


© English in England for company personnel 


French in France \ full-time 
+ German in Germany TA tailored 
Spanish in Spain Ey ero one-to-one Full-time MBA with majors in Finance, International 
s Italian in Italy bs Nee oe Business and Marketing 








2 meals, laundry 
+ Portuguese in Portugal qualified teachers Executive and Evening MBAs by part-time study 
e Swedish in Swede i 
j n Suita sapit Accredited by the Association of MBAs 





e Russian in Russia i i airport pick-up 
e Japanese, Chinese, Korean Villa Sperata excursions For further information contact: The MBA Office, Leeds University 


Business School, The University of Leeds, Leeds LS2 9JT England 
Tel: +44 (0) 113 233 2613 


i x RICHARD LEWIS hitp://www.crossculture,com Fax: +44 (0) 113 233 2640 LEEDS UNIVERSITY 


3 nfo@crossculture.com 
COMMUNICATIONS Email: MBAEng@lubs.leeds.ac.uk BUSINESS SCHOOL 


Riversdown House, Warnford, Hampshire S032 3LH 1e+44-1962 771111 rax+44 1962771355 


a 
ENGLISH FRENCH SPANISH 


in JAPAN, in BELGIUM in FRANCE, in BELGIUM in SPAIN 


GERMAN DUTCH 


in BELGIUM in BELGIUM 


COUR FOR 66 HOURS PER WEEK iii waar’ 
4 MOTIVATED PEOPLE THE T; ; LANGUAGE AR CERAN LINGUA 

ay TTE f € k saan Avenue du nateau, <è 
ADULTS from 19 years B-4900 SPA (BELGIUM) 


be Bs 4 


and all other languages available in London or Lancashire or residentially near Winchester 

















































APANESE 


in JAPAN, in BELGIUM 



































Study 
* RETIRED PEOPLE OF 55 AND ABOVE i; 





























` P up to 45 private and/or group lessons 

(Special conditions available) ; 

and pedagogical activities 
* JUNIORS from 11 to 18 years k Since 1975 
- FRENCH in BELGIUM ieee x : in USA : Languagency Internet 
i _ ENGLISH in ENGLAND. Putting into practice with our teachers: | |Tel: | (413) 534-0334 NPY “SY eerancom j 
in BELGIUM at breaks, meals and evening socio-cultural activities | | Fax: 1 (413) 584-3046 

u a eee ee ‘M w == LA 
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Degree Completion Program 
BS, MA, MBA, Ph.D. 


Send resume for no-cost evaluation or fax 
1 w7 Suite 398-W 


entur v 
Unive Dept. 34 


Albuquerque, New Mexico 87110 U.S.A 





Centre 





Financial Markets in Chicago 


MSc. and Ph.D. Degrees 
Illinois Institute of Technology 


www.stuart.iit.edu/fmt 


| FRENCH IN PARIS 


* Full immersion 
* For company personnel 
Réseau * Tailored, one-to-one courses iW 
angues * Centre located next to Opéra RRP ft 
ultures TEL +33 148016146 Fax +33 1 42 46 37 15 


INTERNET rle.paris@wanadoo.fr 








Opéra 




























6400 Uptown Bivd. NE 




























Good Distance Learning 
MBAs are hard to find. yar 


Mail for a guide to the best, 3 
wherever you are. ee 







DEGREES BY MAIL 
WITH $ YEAR REFUND GUARANTEE i 

A Dip. TEFL, MBA or PhD by distance leaming ife expenence/ London Hotel School 
honorary award from $400. impossible? Learn about 1,500+ z 
non-vaditonal universities wordwde (incuing many wey Tomorrows managers 
advertised). At east one offers a 5 year unconditional refund 
guarantee Ë your status and career prospects do not improve! Slatl Äere + westord Avetis 
Save time & money. Before enrolling ANYWHERE. gat this London WC1B 3DT 

ntial inform +Free CV / Life Exp evaluation offer! 
oe neg efren CV Ule Exp evsluafon chest Tel: 44 (0)171 665 0000 


Online: Londonhotelschool.com 


pas 
a 


The Durham MBA Distance Learning Programme is one of Britain's most highly 
regarded International MBA courses and is one of three AMBA accredited 
study options, including Full-Time and Part-Time 

If you would like to develop into one of the world’s oe 
best managers, apply for your brochure today. \ 


Investing in excellence in teaching and research 






















University 
of Durham 















Durham University Business School, Admail 436, Mill Hill Lane, Durham DH14 32Z 
Telephone: 0191 487 1422. Facsimile: 0191 374 3389. e-mail: MBA _DL@durham.ac.uk 


ete ELECTRONIC 
The University of Reading |689 I I S . INFORMATION 
Sp MANAGER 


Professorship in the Agricultural 
Extension and Rural Development 
Department (AERDD) 


Applications are invited for a newly created established Chair 
in the Agricultural Extension and Rural Development Department. 
The appointment will be made as soon as possible after the start of 
the 1998-1999 academic year. 
The appointment is an important part of the Department's 
strategy to build on its growing strengths in research relating to 
technical, social and economic change in developing, transitional 
and developed economies. In 1999 the Department will move into 
new purpose-built premises. 


Candidates should have demonstrable research ability of 
international status, reflected in publications and success in 
securing external research grants and contracts. Experience in the 
management of collaborative research projects and programmes 
would be an advantage. The Professor will also be expected to 
teach on the Department's postgraduate courses and to supervise 
students registered for PhD and MPhil degrees. 


Applications will be welcome within any of the fields of research 
and teaching in which the Department is active. These include 
rural social development, management of development services 
and organisations, participatory natural resource management, 
communication and information support to rural development, 
and agricultural and rural education and training. 



















The International Institute for Strategic Studies (IISS) seeks 
an Electronic Information Manager (EIM). The EIM’s primary 






task will be to manage the development and implementation 
of the Institute's electronic database. The EIM will also assist in 
serving the Institute’s corporate membership and deal with the 
media as part of the Institute’s Information Department. The 
EIM will report to the Institute’s Assistant Director. 










The successful applicant will have proven experience of 






operating electronic databases, an excellent grasp of the latest 






developments in electronic publishing and be fully fluent in 







written and spoken English. The major element in the database 







is information on the armed forces and defence economics of 






nearly 170 countries. A good knowledge of the organisation, 






weapons and equipment of armed forces is essential. A sound 







understanding of international affairs is also important. 







Informal enquiries may be addressed to the Head of The salary will be commensurate with that for a leading inter- 


the Department of Agricultural Extension and Rural 
Development, Professor Chris Garforth (Tel. +44 118931 8119, e- 
mail: cj.garforth @reading.ac.uk). Further information 
about the Department can be found on our Web site: 
http://www.reading.ac.uk/AERDD 


The closing date for applications is 15th July 1998. 


Further information on the Professorship may be obtained from: 
The Registrar, Room 214, Whiteknights House, 
PO Box 217, The University, Whiteknights, Reading RG6 6AH. 
Tel.0118 931 8114, Fax.0118 987 4722, 
e-mail: r.t.bayer @ reading.ac.uk 






national non-profit organisation, depending on qualifications 






and experience. Letters of application with full curriculum 







vitae and the names and addresses of three referees should be 






submitted by 10 July 1998 to: 












Assistant Director (EIM), International Institute for Strategic 


Studies, 23 Tavistock Street, London, WC2E 7NQ, UK. 
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TOTAL QUALITY MANAGEMENT 

During the past ten years Chalmers has provided re- 
search and teaching within the field of Total Quality 
Management. A generous donation from SKF combined 
with funding from Chalmers has now given Chalmers the 
opportunity to substantially expand these activities. 


THE SKF CHAIR 

in Total Quality Management Ref no 100/98 
The subject area of the professorship is the organization, 
management and development of industrial firms with a 
focus on quality management. The scientific base of the 
profeship is organizational theory, with a specific profile 
in Total Quality Management, and includes leadership, 
learning and new forms of organization. 


The successful applicant will share responsibility for sci- 
entific leadership and development within the field of 

` Management of Technology with the other professors in 
this field. 


ASSISTANT PROFESSOR 
in Total Quality Management Ref no 101/98 
Inthe same subject area we are also looking for an assis- 
“tant professor (forskarassistent). 


PROJECT MANAGEMENT 
Research in project management has a long tradition at 
Chalmers. An extensive research programme in coopera- 
tion with industry, Development of Project-Based R&D 
and the related Ph.D. programme R&D Project Leader- 
ship are currently being established. In order to realize 
these programmes, a new project management research 
group is being organized within the field of Management 
of Technology. The KK-foundation supports financially 
the research programme and the Ph.D. programme. 


PROFESSOR 

in Project Management Ref no 102/98 

The subject area of the professrship is project manage- 
ment of technology-based firms, with a focus on projects 
in applied research and development in complex organi- 
zational settings and networks of firms. Project manage- 
ment includes leadership, organizing and management of 
change processes. 


The successful applicant will share responsibility for sci- 
entific leadership and development within the field of 
Management of Technology with the other professors in 
this field. 


ASSOCIATE PROFESSOR 

in Project Management Ref no 103/98 

In the same subject area we are also looking for an associ- 
ate professor (bitradande professor). 


For all four positions 

The applicants should have major scientifig and pedagogic 
- skills applied -to both teaching and supervision at the 

| undergraduate and graduate levels. In addition, we value 

“the ability to cooperate well with industry and experience 

-of project management. 
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CHALMERS _ 





Applications should include a complete curriculum vitae 
and a short account of scientific, educational and other 
appropriate professional achievements, highlighting rele- 
vant studies and results. Special attention will be given to 
demonstrated leadership ability and an interest in crea- 
ting a climate of cooperation. The 10 most pertinent sci- 
entific publications should be included. We are also inter- 
ested in your perception of yourself as a scientific and 
educational leader and how you envisage your professio- 
nal future. References should also be provided and the 
entire application should be sent in four copies. 


Applications should be addressed to the President, . 
Chalmers University of Technology, SE 412.96 Göteborg, 
Sweden and marked with reference number. 


Application deadline is July: 15 1998. 


For further information, please contact Dr. Sten Bengtsson, 
dean of the School of Technology Management and 
Economics, phone +46 31 772 2493, e-mail sten@mot.chal- 
mers.se, or Dr. Per Svensson, 

head of the Department of Industrial Dynamics, 

phone +46 31 772 1233, e-mail pesv@mot.chalmers.se 


Information regarding the terms of employment, 
application procedure ete. can be obtained from 
Erica Varna, phone +46 31 772 1210, 

e-mail erica@mot.chalmers.se 


Please look for more information about the School of 
Technology Management and Economics on Internet 
www.mot.chalmers.se 





Chalmers University of Technology is located in Goteborg, 

the second largest city in Sweden. Göteborg has a population of 
500 000, is located on the west coast and is equidistant from 
Stockholm, Oslo and Copenhagen. It is the home town of SKF, 
Astra Hassle, Ericsson Microwave Systems, SAAB Ericsson 
Space and Volvo. 


Chalmers University of Technology is divided into the Schools of. 
Architecture, Chemical Engineering, Civil Engineering, Electrical 
and Computer Engineering, Environmental Sciences, 
Mathematical and Computing Sciences, Mechanical and Vehicular 
Engineering, Physics and Engineering Physics, and Technology 
Management and Economics. There are 2 500 employees (staff 
and doctoral students) and 6 500 students following MSc Eng and 
M Aroh programmes. In addition, the University offers specially 
tailored educational programmes for industry, well as research and 
Ph.D. programs at all the Schools. 
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Glendale Consulting Limited 


iccessful UK ‘Banking Consultancy firm with growing business 
in Eastern Europe requires senior bank re- organisation and 
bank liquidation specialists for long term contracts in Eastern 
Europe and the CIS. Fluency in Russian preferred; European 
nationality and fluency in English essential. 
‘| We would also like to hear from senior banking regulators and 
"| supervisors for short and long term positions. 
| Please send CV to Resources Co-ordinator, Glendale Consulting 


: : Ltd, 5 Bridge Street, Leatherhead, Surrey KT22 8BL, UK. 


DO YOU FEEL LIKE YOUR CORPORATE 
LADDER HAS RUN OUT OF RUNGS? 


< Do you feel the need for new challenges and opportunities? If you're 
“a-global senior executive, over 40 years old and accustomed to a 


<f 4100K annual salary, we can be the answer to your next jump on the 
«i ladder of success. At Resume Broadcast international, our dedicated 


team assists you in your professional search from start to finish - as 

< a matter of fact we're here for you 24 hours a day, 365 days a year. 
Opportunityis. only a phone call away at Tel: (909) 866-4213, Fax: 
(909) 866-4244 or E-mail: 102224.3306@compuserve.com 


Resume Broadcast international 

PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: +1 (909) 866 4213, Fax: +1 (909) 866 4244 

Email: 102224.3306 @compuserve.com 


Experienced economists: 


Economic Consultancy: Marketing Executive 


LMC International, the leader in its field and with clients 
throughout the world, publishes reports on a range of agricultural 
commodities and related industrial sectors, as well as 
undertaking consultancy projects for individual clients. 


This is a key position in the company, with strong development a 
potential. It involves taking the leading role, under the Director of: 
Sales, in marketing LMC’s services and calls for the ability to: 


understand and explain LMC’s work 

deal confidently and authoritatively with clients around the 
world 

liaise effectively with LMC’s research staff 


The successful applicant is likely to. be an economically literate 
graduate, preferably with five years relevant experience (not 
necessarily in sales), and good writing ability. Overseas travel wil 


become an integral part of the work. Foreign languages a strong =| 


advantage. 


Salary indicator: £30,000 and above for the right candidate, plus 
profit share. Applicants must possess the right to live and work in 
the EC. 5 


Apply to: Lynne Tromans, LMC International, 14-16 George 
Street, Oxford, OX1 2AF, UK. Fax: ++44 1865 791739. E-Mail 
analysis@Imc.co.uk 


apply your expertise with the new 
financial services regulator 


Join us as an Economist and you will 
play a vital role in our activities. 


QS 
The Financial Services 
Authority (FSA) will be the 
new integrated regulatory 
thority for the UK financial 
services industry. Its scope 
” will ultimately extend 
to banking, securities and 
investments, building 
societies, insurance, 
friendly societies and 


credit unions. 


years’ relevant work experience. A 


financial and political developments 
in overseas countries, you will analyse 
their impact for the institutions 
regulated by the FSA, briefing 
management and line supervisors 

on events, implications and risks. 


We are looking to appoint strong 
communicators and team players with 
a proven analytical background in 
economics, and probably about five « 


of French, German or Japanese would 
be an advantage. 


Closely monitoring economic, 


Attractive salary and benefits 
packages, appropriate to your 
experience, await the versatile 
individuals who fulfil this brief. 


If this challenge appeals to you, 
please write with your CV and 
details of your current package, 
quoting reference ECON/LW to 
Lesley Winterflood, HR Division, 

FSA, 25 The North Colonnade, Canary 
Wharf, London E14 5HS., 


Closing date: 
3rd July 1998. 


highly flexible approach is essential; 


and for some jobs a good knowledge 


| Financial Services Authority 
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ZAGRERZ 


AGRER, a leading Belgian Consultancy, offers a wide range of services in 
agriculture development and economic reforms world-wide. The company wishes 
to reinforce its recruitment reserve for its projects in Latin America, Africa, 
Mediterranean, Asia and NIS countries and is currently seeking 


SME SPECIALISTS & ECONOMIC REFORM ADVISERS 


to’ develop technical assistance, studies & evaluation, training and organisational 
re-engineering in the following fields: 
SME export. development/foreign investment promotion/Export promotion 
SME finance development/finance and accounting 
SME management development 
SME R & D development 
private sector development/ privatisation and enterprise 
_restructuring/ public/private partnership 
legal framework.modernisation 
© project & programme formulation or evaluation 
Applicants should have more than 10 years relevant experience with International 
Funding Agencies, 
-Please send a detailed CV, preferably by e-mail to: 


AGRER, 
Avenue Louise 251, Bte 23 - 1050 Brussels - Belgium 
Fax: +32 2 648 75 38/E-mail: agrer@arcadis.be 


ENGLISH 
PARTNERSHIPS 


Westminster, London 


Research Analysts 
Electric Power/Natural Gas 


Entry-level career opportunities exist for 
recent Bachelors or Masters of Economics 
or related fields. Strong quantitative, analytic 
and writing skills and familiarity with MS 
Word and Excel required. 


At CERA, Research Associates provide 
analytic support to energy research teams; 
conduct market and issue specific research, 
the oil, natural gas contribute to writing of reports and consulting 

: ‘projects; assist with preparation of client 
presentations. 


Cambridge Energy 
Research Associates 
{CERA) is a leading 
global research and 
consulting firm 
specializing in energy 
markets, trends, and 
strategies —serving 


senior executives from 


and electric power 


industries. The firm 





Send resume to: Judy Gideonse, CERA 
20 University Road, Cambridge, MA, 02138 
or fax (617) 497-0423, www.cera.com 


[CERA is an equal opportunity employer} 


is growing rapidly 
and seeks dynamic 


professionals. 


English Partnerships plays a major role in the Government's Urban Regeneration and Inward Investment strategies. 


With its flexible and innovative Investment Fund, English Partnerships works through its nine regions fo create development’ 
packages with the private, public and voluntary sectors to stimulate investment and create jobs through the reclamation of 
unused land or buildings and the promotion of subsequent development opportunities. 


Economists - Circa £32,000 - Fixed Term Contract 


We are looking for two highly qualified and experienced 
Economists to join our busy Economics section at our 
corporate headquarters. The posts are offered in the first 


instance on a one year contract to help the Agency prepare 
for its new national role after the new Regional Development 


Agencies take over the responsibilities for the Agency's 
regional offices in April 1999. 


One of the Economists will specialise in regional economic 


trends. You will therefore need experience in dealing with 
one or more of the following: economic forecasting data, 


official regional economic trends data, property market and 
labour market data, business data, economic sector analysis 


and macro economic policy analysis. Knowledge of local 
authority and government economic development policies 
and programmes would also be an advantage. 


The other Economist will specialise in*public sector economic 
appraisal techniques ~ helping us to prepare submissions to 


central government for land reclamation, property 
development and economic development projects. 


You should have experience in one or more -ofthe following 
- economic appraisal of property development projects, 
economic strategy appraisal, value for money audits, 
economic development funding submissions. 2 

The posts are based in London but involve some travel to 
development sites and regional offices of the Agency. 

For both these posts, English Partnerships would consider 
secondment from a Government Department, local 
government or a private sector consultancy organisation. 


For an informal discussion in confidence contact 
Steve Carr, Head of Economics and Appraisal Policy, 
on 0171 976 3238. mee 


English Partnerships operates a Performance Related Pay 
scheme, therefore future salary increases will be determined 
by performance. 

Pension transfer arrangements will apply and a car leasing» 
scheme is also available... oe 

Fora job description. and application form to be returned by 
6 july. 1998 contact: < oa 


Head of Personn L English Partnerships, St George’s House, Kingsway, Team Valley, Gateshead, 
. Wear NEI1 ONA. Tel: 0191-497 7655. ne fad A ee 
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GIB Transport 
Planning 
LAWGIBB Group Member 


| INTERNATIONAL 
-TRANSPORT CONSULTING 


-GIBB Ltd is a major consultancy specialising in infrastructure 
planning, design and management. Our Transport Planning 
Division spearheads the group's work in international transport 
and business planning. Recent work has ranged over:- 


W Private sector financing of ports, airports and roads in Europe 
and Africa 

W World wide assignments for international financing institutions 

W Business development of railways and road freight companies 
in the former Soviet Union 


We seek flexible and adaptable consultants, ready for a variety 
of project work and willing to travel internationally. You should 
have a good degree in business or economics, a further transport 
qualification, and at least 5 years' experience. 


Languages and overseas experience advantageous. You 
should be an EU resident and have excellent presentation and 

-communication skills. Both permanent and freelance 
appointments available. 


Write with full CV including salary to Pat Piercy, GIBB Ltd., Gibb 

‘House, London Road, Reading, RG6 1BL. Or phone Brian 
Arrowsmith or Richard Edmunds on 00 44 118 963 5322 for an 
informal discussion. 


m Turning inspiration into reality m 


Committed to equal opportunities 


Aliance 


Supporting Community Action on AIGS in Developing Countries 






EDITOR/ECONOMIST, 
ASIA & AUSTRALASIA ee 


BASED CENTRAL LONDON 






The Economist Intelligence Unit is the leading supplier of economic 
and political information to business worldwide. We now need a 5: 
qualified economist to join the team covering Asia & Australasia. 

The work involves writing and editing quarterly country-based. 
political and economic reports to tight deadlines. You must be 
highly numerate and PC-literate with experience of Excel, will typically 
have a degree in economics and possess excellent written and 
spoken English. An in-depth economic and political knowledge of: 
some of the countries in the region is essential, but energy and a 












real enthusiasm for the subject are equally important. 







If you want to use your expertise as part of a first-class team, 
please apply in writing. enclosing a cv with a covering letter including: 
details of current salary, to Richard Claughton, HR Manager, at the A 
address below. Please quote reference AAQ698E. Closing date: July 
3rd 1998. Non-EEA applicants will need to obtain UK work permits. 















THE ECONOMIST INTELLIGENCE UNIT 






E i ] y U 15 REGENT STREET 






LONDON SW1Y 4LR 





The Economist 
Intelligence Unit EMAIL: richardclaughton@economist.com 











Established by a group of donor agencies in 1993, the International HIV/AIDS Alliance has become one of the leading international NGOs specialising in HIV and AIDS, The 
Alliance works in partnership with hundreds of community groups in fourteen countries and has recently been selected as a Collaborating Centre of the Joint United Nations 


Programme on HIV/AIDS (UNAIDS). As we continue to promote effective community based prevention and care programmes, we are seeking a number of new professionals to F 
join our team. 










PROGRAMME OFFICER (DOCUMENTATION AND RESOURCES), £26,098 - £28,708k. Ref: E1. 


London based with some travel. Responsible for analysing and sharing lessons learned by community groups responding to-AIDS; developing tool-kits and training materials; 
identifying lessons and resources from outside the Alliance; providing related training to the Alliance's partners; documenting the Alliance's achievements. Requires very strong 
writing, editing and communication skills in English; relevant experience in developing documentation and resources. Strong French language skills and related experience: in 
HIV and development desirable. Apply by 26 June. 















PROGRAMME OFFICER (SOUTH ASIA), £28,708 - £33,280. Ref: E2. 


London based with extensive travel. Responsible for collaborative Programme design and evaluation; identifying and responding to the technical support needs of community.” 
groups; donor liaison and related duties. Requires Masters degree or equivalent; relevant experience in the region; strong technical skills and extensive experience in community: 
based HIV/AIDS programming and/or NGO support; related skills Apply by 13 July. 


ALLIANCE REPRESENTATIVE (INDIA). Local salary scale to be determined. Ref: E3. 


Delhi based with travel inside India and intemationally. Indian national. Responsible for developing programme of NGO mobilisation and Support; government and donor liaison; 
co-ordinating management and technical support to local NGO partners; ensuring programme performance and reporting. Requires Masters degree or equivalent; strong written: 
English; significant professional experience in two or more of: community based HIV programming: NGO sector development, working with marginalised communities: training © | 
and technical support design and provision; project development; external relations. Apply by 31 July. 


PROGRAMME ASSISTANTS, £17,825 - £19,608k Ref: E4. 


Two. positions; London based. Both positions require relevant experience and/or education; administrative and secretarial skills; organisational abilities; word processing and 
‘other software; writing and editing: willingness to work both independently and in teams. : 


One position requires excellent communication skills in both English and French, with basic proficiency in Spanish desirable. Relevant experience would include managing'a / 
small resource centre, coordinating translations; desk top publishing: web pages; disseminating materials. Apply bye26 June. 


Second position requires strong diplomatic and interpersonal skills. Relevant experience would include familiarity with HIV and/or development work in Asia: liaison with overseas < 5 
partners; preparing and editing reports; data input and analysis; organising int! travel and meetings. Apply by 3 July. : 


CONSULTANTS Ref: E5. 
























The Alliance is an equal opportunities employer; qualified people living with HI V are particularly encouraged to apply. For further information, please e-mail “ 
‘aidsalliance@compuserve.com’” To apply, please send your CV with a covering letter, quoting the reference number, to: international HIV/AIDS Alliance, Barratt House: 347 
: Oxford Street, London WIR 1HB. No telephone enquiries please. : 
























) School Economk and Social Studies 
FIXED-TERM LECTURESHIP 
IN ECONOMICS 


AA 











Informal enquiries will 
be welcomed by Dr R P Cubitt 
{telephone +44 1603 592066, 
email R.Cubit@vea.ac.uk). 


< The post is available for a period of 
four years from 1 September 1998 
or as soon as possible thereafter. 
There are no restrictions on 
candidates’ areas of research 


specialism, but they should be Find us on the Internet at 



















willing and able to teach in some of hitp://www.uea.ac.uk/soc/ 
the core areas of economics, as well Suither deial and an 
as in their own specialisms. In the ae 
: application form should be 
1996 RAE, Economics at UEA obtained fi the Di of 


received a 4 rating and the School 
is determined to improve this in the 
next RAE. Therefore, candidates 


Personnel and Registry 
Services, University of East 


should have evidence of research Anglia, Norwich, NR4 7T) 
output and a strong research {answerphone +44 1603 
potential, 593493, Email: 

= Salary will be on either the Lecturer TAa E be 
A scale (£16,655 to £21,815 per med by 3 July 1998. 
arinum from October 1998) or notes spd quote reference 





the Lecturer B scale (£22,726 to 
£29,048 per annum from October 
1998). 


Interviews for the post will 
be held on 30 July 1998. 


UEA is committed to excellence in education and research. 


| Economist BI 





We are seeking an Economist to join our Economics 
Directorate. The Directorate has a high public profile 
-| and provides an excellent opportunity for economists to 
-develop their analytical and presentational skills in a 
stimulating environment. 


You will work within a team of economists analysing 
trends in the UK and international economies, 
interpreting the CBI’s well respected business surveys 
and producing its quarterly economic forecasts. You 
may also have the opportunity to assist in the 
development of the Bis policy proposals. 


Applicants should have a degree in economics or an 
equivalent qualification. Postgraduate and/or 
‘experience in a business related environment would be 
desirable. In addition to a sound grasp of macro- 
economic analysis, you should also possess excellent 
oral and written skills and be highly IT literate. Good 
interpersonal and self-management skills combined with 
sän ability to work flexibly within a team environment 
are essential. 


This post falls within the CBI graduate training scheme. 
: Salary range: £15,400 to £18,030 per annum. 


“Interested persons should reply in writing by 10 July 
quoting reference EC8 enclosing a eonpiehencve CV 
to the Personnel Department, z 
Confederation of British 
Industry, Centre Point, : 
103 New Oxford Street, London S 
WCIA 1DU. : INVESTOR IN PEOPLE 
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| EXECUTIVES, JOB HUNTING IN ASIA? 


| | Contemplating a career search into, within or out of Asia? We can help 






you find a more rewarding position now! Take your first step towards a 
brand new future by contacting us. for free info. 


Career Tel. (662) 2674685 Fax. 2674688 
Email: cpasia@bkk.loxinfo.co.th 

í Path P 
Asia 








35/F Room A, 1249/212 Charoen Krung Rd., 
Bangkok 10500 Thailand. 









Professor of Real Estate 
Finance and Investment 





The City University Business School is the University’s flagship in 
the City of London and one of Europe’s leading business schools. 
The new chair Real Estate Finance and Investment is intended to 
strengthen the School’s research and teaching. You will be expected 
to build a research team which can produce high quality academic 
output and provide messages of relevance to our main target 
audience and to contribute top quality teaching to our degree, 
in-house and open courses. 


Currently the international real estate industry is facing challenges 
on how real estate can create value and on real estate’s role as a 
financial asset. Consequently we are looking for a key person to fill 
a chair which will lead us to the next millennium in both teaching 
and research excellence. 


This is an opportunity to contribute as a ‘City Expert’ to the 
further development of a major business school with high 
aspirations and an impressive record, 


SAL ASST a EE 
The post is offered on a continuing contract and the salary will be 
negotiable on the Professorial scale. Other normal terms and 
conditions for academic staff will apply, including a reasonable 
amount of time for personal consultancy. 





Further particulars of the post are available from: 


© Academic Registrar's Office, City University, 
Northampton Square, London EC1V 0HB 
© telephone 0171 477 8011, 
© fax 0171 477 8886, or 
® e-mail: M.J-Akalay-Watkin@city.ac.uk quoting reference EC. 


Closing date for applications is Monday 3 August 1998. 


We are committed to equal opportunities 











BUSINESS OPPORTUNITIES 



































OFFSHORE COMPANIES BECOME A SUCCESSFUL 
S Ready made Companie? CONSULTANT 
* Full corporate administration i - 
* Trade services {L/C, shipping) IN YOUR OWN FIELD 
* Banking/Accounting services j i A 
* China business development services Write for fi ree details to: 
Contact Stella Ho for immediate The American 
services. & company brochure Consultants League, 
NACS LID Dept. EG 
10 j 4 aie 
Ae Granite Road TST, 30466 Prince William Street, 
Kowloon, Heng Kong Princes Anne; Maryland, USA 
E-mailinacs@hk supernet.- 








|e (852) 27241223 Fox (852) 2722 4373 4 IL. OF. FAX (410) 651-4885 ~ 
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IMMIGRATION TO CANADA 


CHAIT AMYOT 
Barristers & Solicitors (Founded 1928) 
Reputable Canadian law firm provides assessment of your 
chances of success, FEES BASED ON RESULT 
Fees are payable only if an Immigrant Visa is actually 
issued and not otherwise. For an ASSESSMENT, 

forward your resume to: 
CHAIT AMYOT Immigration Division. 
1 Place Ville-Marie, Suite 1900, Montreal, Canada, 
H3B 2C3, Tel: (514) 879-1353, Fax: 879-1460, 
E-Mail:deome(ichait-amyot.ca 


NOBODY 


SAVES YOU MORE 


ON INTERNATIONAL CALLS! 




















Branch in Hong Kong 


Set branch in HK with minimum expenses: 
- Handle L/C, Shipping and banking document 
- Accountancy, tax planning and audit 

- Trademark registration in HK and PRC 

- Steppingstone to PRC & promote business 
Precise Management (USA) Limited 
Phone: 718-232 4760 Fax: 718-232 4766 
E-Mail: usapml@sol.com 





W CANADA IMMIGRATION W% 


Let our exclusive group of former Visa Officers, with over 35 years 
experience, provide expert assistance and guidance to your 
immigration process. Applications professionally and confidentially 
prepared. Our money-back guarantee is your assurance of success. 
Best Government owned and administered Investor Funds available. 
Specialists for skilled workers, businessmen and investors, 


OIC CONFRATERNITY CANADA LTD, 

1410-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
TEL: (604) 669 0389 FAX: (604) 669 3905 

INTERNET:- www.our-website.com E-MAIL -passport@infoserve.net 









































Since 1977, The ICSL Group has specialised in advising on the use of offshore 













RATES TO THE 




























































companies and trusts to achieve personal and corporate tax savings. 
3 = as j UK. E Most new customers are 
PRE hee iiral e hye pia eeo N France. .....25¢| referred by satisfied 
e can v 1 10V ive 0 [j s you Or ex x o] er s 
We can assist you in setting up and managing a structure to help you achieve Germany voce eae NewWorld users 
| substantial tax savings. Italy wahPeceseee Now nein 20% by 
To receive our explanatory booklet on offshore and international tax Netherlands. . 25¢ referring a friend 
planning and trusts or to arrange a discussion, all free of obligation or I Switzerland. . 26¢ 
| charge, please contact your most convenient ICSL office. Alternatively, Brazil 63¢ Numerous Special Services Included 
visit our Web Site at http://www.iCSL.com. phage billy - No a Charge j 
HONG KONG - Simon Hanley LONDON ~ Peyman Zia Malaysia .... 49¢ Extr 


Yet +852 2542 1177 fac +85225450550 to: +44 171 493 4244 rax: +44 171 491 0605 





Call: 201.287.8400 Fax: 201.287.8434 
In the U.K. Call: 44.171.360.5037 Fax: 44.171.360.5036 
economist@newworldtele.com itp s/ /wrerm ner eorennerree 







Tet +44 1624 801801 Fax +44.1624 801800 ter +1649 946 2828 Fax: +1649 946 2825 
Email ait: lOM@ICSL. com Emait: tcl@ICSL.com E 






Business to Business agents welcome | 
201-287-8400 RLD 





TELECOMMUMICATIONS 















1402 TEANECK ROAD © SUITE 114 ~- 






TEANECK, NEW JERSEY + 07666 + USA 





Was YOU CAN PACK your suit in a Glaser Suitfolder, 
v1) and pack your Glaser suitfolder in our 22” 


Litigation Bag, and your suit will travel almost as wrinkle- 






free as it would in a Glaser garment bag. Pack laundry- 
folded shirts in a Glaser Pakasak™ divider and they'll 
travel well also. 







WE DESIGN AND MAKE Glaser Travel Goods in our San 
Francisco studio. We make Traveler's Briefcases in a 









rari ` ell di , so make 
Paleo bined leach: variety of styles and sell direct to you. We also ma 












19 x13 x8", $795. the world’s best luggage for frequent travelers, and 
22 x 14 x8", $1,050. design and make custom gifts for corporate clients. 
y=) YOUR LAP TOP IS PROTECTED by our Flexible PLEASE CALL for a free catalog, or visit our San 
Í Unwreckable™ frame. Mobile Foam™ dividers Francisco showroom. 





wall-off your laptop and supply extra pockets for your pens, 
tickets, and cell phone. 


ay YOU CAN ORGANIZE loose documents and letter- 
size or A4-size manila file-folders in a Glaser Folder- 
holder™ divider. You can virtually double the capacity of your 32 OTIS ST. SAN FRANCISCO CA 94103 


bag by storing loose documents vertically, side-by-side in PHONE 415-552-3188 FAX 415-431-3999 
a Glaser Double Dayfile™ divider. TOLL FREE 800-234-1075 ECON @GLASERDESIGNS.COM 







GLASER DESIGNS 


TRAVEL Goops MAKERS 
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So You Want to Buy A Ranch? 


One-hour via Interstate 8 from San Diego’s warm, 
sandy beaches is America’s ‘high country’ ranch secret. 








100% perfect four-season climate nestled in a million acres of national forest 
solitude, seclusion, and serenity. 4,600-acre working ranch. 5,000 sq. ft. 
hacienda/ guest homes/ barns/ pool/ lakes/ fishing ponds/ springs/ airstrip/ 

oak-studded green valleys, mountain vistas. 






Awesome investment potential. Ideal for 27-hole golf course/ 1100 homes/ hunt 
club/ bottled spring water-or just hide out and enjoy! 


Never offered before. $8,000,000 (firm) 
AG&Cie (619) 792-1726 (phone/fax) 














Save 30-70% on International Calls 


“Justice rated #1 in Callback service.” 





1997 International World Leg Rates: (us$) 
Telecommunications Association. j 
“ji junicatior i sociation .27 
* Business, residential, Korea -49 
and cellular savings. Taiwan 49 
e Earn Free air travel with Venezuela 43 
WorldMiles program. 50 
i Ex Intra-European 

e join the prestigious Leg Rates: 
l Justice Agent program. Belgium 16 
Czech Republic -25 
Germany 43 
Italy .21 
Netherlands 13 
Norway 11 
Russia 36 
It’s just what you’re looking for. Switzerland a6 
Mention this ad for a sign-up bonus. Agent inquiries welcome. UK .08 


1-310-526-2200 1-310-526-2100 fax 


www.justicecorp.com 








The Original 


kallback: 


¢ No Deposit ¢ Instant Activation 
e No Miminum e Ideal for Home, Office, 
e No Set Up Fees Hotels and Mobile Phones 


Tel: 1.206.599.1992 * Fax: 1.206.599.1982 


417 Second Avenue West + Seattle, WA 98119 USA 
www.kallback.com * e-mail: info@kaliback.com 





New lower 
rates! 














“Callers get dependable, high-quality service” 


-The International Herald Tribune 

















Super Low International 
Telephone Rates! 


To the 


21¢ 
18¢ 
21¢ 


To the 
U.S.: 


19¢ 
16¢ 
19¢ 


From: 
France 
Germany 





























Switzerland © 
io Sees 
Netherlands 
Italy > 


12¢ RS 
16¢ 


1á¢ 
18¢ 





Tel: 1 (212) 629-3268 
Fax: 1 (212) 629-3269 


maxinfo@maxtelecom.net 


Maie 


Great rates from the U.S. 
1 (800) 965-1645 
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TRAVELLING 
TO NEW YORK? 
Bed & Breakfast Service offers 200+ 
apartments, all in fashionable areas. 


Rates $90-300 p/n. 

Corporate Specialists 
Bed of Roses Ltd, 800 Sth Ave. NYC 10021 
Tel: (212) 421-7604, Fax: (212) 935-0617. 


U.S. IMMIGRATION 


We specialise in finding jobs, businesses or 
properties which allow you to qualify for a 
visa, and our associate attorneys handle the 
visa processing. To learn how we can help 
you, phone us at 001 305 554 7555 
Management Consulting USA Inc. 
11401 SW 40 St. Ste 337E. 
Miami, Florida. 














DELAWARE (USA) 
CORPORATIONS 
Special Del Genaral, Acid 


Boot & Shelf Corporations. Col or write for our FREE KIM 
ype etre 
a 
j reasonable rate. 
3511 Siverside Rd, #105-4C © DE USA 19810 
302-477-9800 © 800-321- 477-9811 
E-malk: comp@delreg.com + tatornet: hip: / /deleg com 












IMMIGRATION TO CANADA. 
Canadian Immigration Lawyer will 
prepare Visa application and conduct 
job search for prospective immigrants 
Very reasonable fees. Leonard 
Simcoe, Ref. E, 1255 Laird Blvd., 
#208, Mt, Royal, Quebec, Canada 
H3P 2TI. Fax (514) 739 0795. 

Email: 76143.2031@compuserve.com 










OFFSHORE COMPANIES 
Nova Business Services 


TEL. 0044 1624 616009 
FAX. 0044 1624 616022 
Irish Co. 225 R/O 120 
loM Co. 240 R/O 120 








HANDWRITING 
ANALYSIS 


Examiner of disputed and 
anonymous documents. Also 
aptitude/character assessment 
for recruitment purposes 
Phillippa Lavell FAE 
9 Village Close 
London NW3 5AH 
Tel: 0171-794 6060 Fax: 0171-431 4699 















LUXURY SERVICED APARTMENTS NEAR HARRODS 
CHOOSE FROM A SELECTION OF BEAUTIFULLY 
APPOINTED FULLY REFURBISHED ONE AND TWO 
BEDROOM APARTMENTS IN KNIGHTSBRIDGE 
ALL FULLY EQUIPPED WITH MODERN FACILITIES 

12 OVINGTON 
SW3 ILN 
TEL: 0171-581 5466 FAX: 0171-584 2912 
E-Mail: LSvites@aol.com 





















NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED: 
Fiction, non fiction, Biography, Religious, 
Poetry, Childrens, 
AUTHORS WORLD-WIDE INVITED. 
WRITE OR SEND YOUR MANUSCRIPT TO:- 


MINERVA PRESS 
2 OLD BROMPTON RD. LONDON SW7 300 


















FREE CASH GRANTS! College 
Scholarships. Business. Medical bills. 
Never Repay. Toll Free 1-800-218- 
9000 Ext. G-4265 US Only. 





GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 
current listings. 





2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax: +3120-5241407; E-Mail: 
100413.3245@compuserve.com; 
http://www.global-money.com 





U.S. GREEN CARD (NO JOB OFFER) 


Provisions in U.S, Immigration law moy make you 
eligible for a U.S. GREEN CARD without needing a job 
offer. If you are an experienced businessman or 
professional, please fax your C.V., resume, or list of 
qualifications for review fo: 
Law Offices of 
DOBKIN & SHERMAN, P.C. 

3290] Middlebelt Road, Suite 500 

Farmington Hills, MI 48334 U.S.A 
Tel. (248) 855 8600 Fax (248) 855-9788 E-mail xgreencandi@aol com 





















YOUR BOOK PUBLISHED 









New Authors Welcome | 
manuscript to bookshop shelf, Worldwide 


l] All subjects considered for publication ~ f 
distribution & 


A complete and professonal service from 
Write or send manuscript without obligation to 






Janus Publishing Company, Dept 16 
Edinburgh House, 19 Nassau St, London UK WIN 7RE 
Fax: +44 (0) 171 636 5756 


Http:// www. januspublishing.co.uk 





COLLINGHAM SERVICED APARTMENTS 

We offer 24 apartments from 1-3 bedrooms, all 

with fully equipped kitchen / Reception with 

satellite TV - maid service - 24 hour reception - 

fax - laundry service 

Our competitive rates, privacy and ideal location 

in South Kensington make us the perfect 

alternative to hotel accommodation. 

For rates and brochure please contact. 

Collingham Serviced Apartments 

26-27 Collingham Gardens London SWS OHN 

Tel: 0171-244-8677 Fax: 0171-244-7331 


CUT THE COST OF YOUR 
STAY IN LONDON 
Comfortable self-contained serviced studio flats 
in Knightsbridge near Harrods fully equipped 
kitchen-dinette, bathroom, phone, satellite T.V. 
central heating, elevator, maid service, resident 
manager. Suit 1-2 persons, Brochure by Air-Mail 
Knightsbridge Service Apartments 
45 Ennismore Gardens, 

London SW7 1AQ. 

TEL: 0171 584 4123. Fax: 0171 584 9058. 
info@ksflats.demon.co,uk 
www. ksflats.demon.co.uk 


INTERNATIONAL 
PROPERTY 


CIVIL COURT OF ROME 
- Bankruptcy Section 
Bankruptcy of “Palatino Invest S.p.A.” 
Case No. 58831 


AUCTION SALE 
of REAL ESTATE (HOTEL USE) in 
Rome, ITALY 


Information available through the 
Bankruptcy Trustee dott. Renzo Mechelli 





(fax +39.06.35341048 or tel. +39,06.3219156) 


or through the Bankruptcy Trustee Assistant 
Avy, Giuseppe Baldi (fax +39 6-3215856 0 
tel, +39 6-3219156) 


The AUCTION SALE will be conducted 
on JULY 1, 1998 at 9.00 a.m. 


More information at 
www.casasturzo.org/palatino-invest 
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A OER SERVICE SING N 
(sts 


Modern, comfortable © °°? 
Serviced Apartments offering Best Value for Money. 
Unbeatable location in South Kensington. 
2 person apartment from £70 per night 
4 person apartment from £115 per night 
Tourist Board Commended 


ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. UK. 


IEN P 
e 
A N 


RDE 


BELIZE 
CITIZENSHIP & PASSPORT 


Confidential Service Direct From Belize 
FULLY LEGAL PROGRAMME 
Generous Visa Free Travel 






















From US$45,000. inclusive 


Belize Passport Consultants Ltd. 
944 Orchid Garden, P.O. Box 165 
Belmopan, BELIZE 

Tel: + 501 8 22759 

Fax: + 501 8 23785 

. Government License 981001 

http:/www.visafree.com 










U.S. CORPORATIONS AND 
LIMITED LIABILITY COMPANIES 
(LLCs) SET UP INSTANTLY IN 
DELAWARE, OR OTHER STATE, BY 
PHONE, FAX or INTERNET 






1 Your headquarters may be anywhere in the 
F USA or other country. No minimum capital 
: requirements. No lawyers necessary. Most 

major corporations are incorporated in 
t Dei p È p 
{ Delaware. FREE Delaware Incorporation 
! Handbook (7th Edition). Registered agent, 
H shelf corporations, legal office address in 
į Delaware and mail forwarding, Independent 
4 offshore agents wanted. VISA/MC/AMEX 
l CALL ANYTIME Tel; 1.800.423.2993 

{toll free) or +302.996.5819 
į Fax: 1,800,423.04523 (USA/Canada only) 
I or Fax: +302.996.5818 
' E-mail; inc_info@delbusinc.com 
1 Internet: http://www.delbusine.com 
i p 
į Delaware Business Incorporators,Inc. 
i 3422 Old Capitol Trail, Dept. TE 
pi p 

I Wilmington, DE 19808-6192 


BUSINESS ANGEL 


We are a BS EN 1509002 quality 
approved company supplying the civil 
aviation industry world-wide. Our 
customers are some of the world’s 
leading airlines. 


Founded in 1996 with just £30k, our 
sales for last year were close to £1m. 


This year we expect sales to exceed 


£2m. To aid our rapid growth we 
wish to raise in excess of £250k 
through equity investment. 


This is a sound opportunity in a fast 

growing established company with 

low risk and good return. Exit route 
via AIMS or OFEX within five years. 


Principals only should contact me, 
Tim Burr, for further information. 
Tel: +44 (0) 1202 575500 
Fax: +44 (0) 1202 590619 
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BY CPA IN LONDON 
US/UK tax return service and US/UK 
tax advice + full accounting services 
for US citizens and US ‘green-card’ 

holders living/working abroad. 

Serving individuals and corporations. 

L N. MOKHTAR FCA CPA 
Telephone (01273) 561195 


CUT TAXES 
WITH PRIVACY 


Use USA & Offshore 
Companies And Trusts 
For FREE CONSULTATION 
and our Brochure contact: 


GLÖBAL 


BUSINESS SOLUTTONS, INC. 
Phone.: USA+(619) 578-7541 
FAX: USA+(619) 578-0238 
E-mail: ebs@millennianet.com 
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f OFFSHORE 


TAX-FREE 


companies world-wide 


formation and administration 
of companies 
opening of bank accounts 
tel/fax/mail forwarding services 
LAV ECO LTD. 
1092 Budapest, Råday u. 33/a, Hungary 
Tel: (361) 217-96-81, 216-54-13 
Fax: (361) 217-44-14 
E-mail: laveco @mailmatav.hu 
Ask for our FREE information 
brochure! 
Languages spoken: English, 
French, Russian, Bulgarian 
















OFFSHORE 
COMPANIES 


COST EFFECTIVE 
NOMINEE & MANAGEMENT SERVICES 
AVAILABLE 


BVI £275 
GIBRALTAR £275 
ISLE OF MAN £275 
IRISH £275 
BAHAMAS £275 


OTHER JURISDICTIONS AVAILABLE 








PROFESSIONAL SERVICE PROVIDED BY 
IN HOUSE LAWYERS & ACCOUNTANTS 
CREDIT CARDS ACCEPTED 


FIDUCIARY MANAGEMENT 
SERVICES LIMITED 


13 WIMPOLE STREET 
LONDON W1M 7A8 


TEL: 0171 436 8100 





FAX: 0171 436 8188 


E-Mail: CoForm3@Fiduciary.Co.uk 
http /iwww.FiduciaryGroup.com 
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WORLD WIDE 


No. 1 OFFSHORE 

COMPANY AND 

TAX PLANNING 
SPECIALISTS 


Since 1975 our worldwide staff of 
over 275 multi-disciplined 
professionals including lawyers, 
chartered accountants, chartered 
secretaries, and bankers have 
provided confidential and cast 
effective company formation in all 









OFFSHORE 
COMPANIES 


BY LAWYERS 


a a aaa a neue ee 
SCF is one of the world's largest. tax 
planning practices. Fully owned. and 
operated by lawyers and accountants. 
All our consultants are professionally 
trained and will ensure your affairs will 
be dealt with in an atmosphere of 
utmost privacy and confidentiality. - 

ADLA UE E EOR EEEE heats or eee 


WORLDWIDE OFFICES CAN 
I PROVIDE «= y 


@ BANK INTRODUCTIONS 

© FULL NOMINEE FACILITIES 

© FOUNDATION REGISTRATION 

@ TAX PLANNING ADVICE FROM QUALIFIED 
LAWYERS & ACCOUNTANTS: 

© COPYRIGHT & PATENT REGISTRATION 

@ ASSET PROTECTION TRUSTS 

© VESSEL/VACHT REGISTRATION 
























$500 
$500 
$500 
$495 
£250 
$450 
$1995 
£225 
£250 
£495 
$2250 
$500 


@ BAHAMAS 

@ BELIZE 

@ BV ISLANDS 

@ DELAWARE LLC 
© GIBRALTAR 

@ HONG KONG 

© HUNGARY 

@ IRELAND 

@ ISLE OF MAN 

© JERSEY 

@ MADEIRA 

© MAURITIUS 

@ NEVIS $575 
@ SEYCHELLES $350 


Other Jurisdictions & Offshore Banks 
Available on Request 
LUXEMBOURG - EVELINE KARLS 
Tel: +352 224 286 Fax: +352 224 287 
FINLAND - JENNY KOMPULAINEN 
Tel: +358 9 6969 2569 Fax: +358 9.6989 2565 
HUNGARY - LASZLO KISS BSc (Econ) 
Tel: +36 1 351 9959 Fax: +36 1 351 9958 
CYPRUS - CHRISTODOULOS VASSILIADES 
Attorney-at-Law 
Tel: +35? 2.473211 FAX: +357 2 463463 
SINGAPORE - DIANA BEAN 
Tel: +65 535 3382 Fax: +65 535 3997 
HONG KONG - RAYMOND CHO! 
MBA MLIA (Dip) 

Tat: +852 25220172 Fax: «852 25211190 
SHANGHAI - BART DEKKER tm 
Tei: +86 27 6248 4355 Fax: +86 21 6248 1421 
USA WEST COAST - AICS Ltd 

KEVIN MIRECKI Attorney-atiaw 
Tei: +1 7148543344 Fax: +1 714 854 6967 
For Immediate Service & our Free 110 
Page Colour Brochure Contact: 
ISLE OF MAN - C W FORSTER 


OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 


LOWEST 1° YEAR 
& ANNUAL FEES 
GUARANTEED - 


For confidential & friendly advice please contact 
LONDON OFFICE 
90-100 SYDNEY ST, 
CHELSEA, LONDON, 
SW 6NJ 
TEL: + 171-352 2274 


FAX: + 171-873 9688 
E-mail: offshore@scfgroup.com 


FREEPHONE: 0800 262 856 
www.scfgroup.com 


DUBLIN OFFICE 
27-29 LWR PEMBROKE ST, DUBLIN 2 
TEL: + 353-1-662 1388 
FAX: + 353-1-662 1554 
E-mail: offshore@sctgroup.iolie 
her i 
Athens, Budapest, Lisbon, Monaco, Moscow, 
Nicosia & Sofia 


For a free colour brochure on 





























complete this coupon below: 






Name 









Address _ 





PO Box 55, Ramsey, 
isle of Man, Great Britain, IM99 4EE 
E-mail: economist@world-mail.com 
TEL: +44 1624 815544 
FAX: +44 1624 817080 
LONDON - RICHARD COOK, Bsc 
Tet: +44 171 355 1096 Fax: +44 171 493 4873 
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Offshore information on 
www.ocra.com 


@ FISCAL MIGRATION/2ND CITIZENSHIP $ 


how you can save taxes please | 
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INDICATORS. 


OUTPUT, DEMAND AND JOBS Japanese GDP slumped in the first quarter. It fell 1.3%, an 
annualised decline of 5.3%. Revised figures showed that Japan’s industrial production fell by 
6.7% in the year to April. In contrast, America’s economy continues to boom: industrial out- 
put rose by 0.5% in May, to give a rise of 4.4% on a year ago. 





LTTE 


COMMODITY PRICE INDEX 


Coss 
economist 


stocks fell for the third week running 
helped the price edge up from a 12-year 
low of less than $12 a barrel on June 15th. 







































































Į 
| 
app. -The Economist poll na norai es Unemployment | The oil glut has slashed prices, reducing 
3mthst 1year 1998 1999 3mthst 1 year 1 year latest year ago | OPEC oil revenues by $15 billion in the first 
Australia 453 44901 +28 +32 +32 +270 +28 Qt 81 my 88 half of 1998. The International Energy 
Austria na 25 1997 +26 +26 +119 + 69 Nov + 33 dec 73 wa 7.1 | Agency expects the annual growth in 
Belgium ~ -14 + 25 Q4 428 +27 č na = 21 Mar + 82 jan 14.9 May 125 | world demand to slow to 1% this quarter, 
Britain +21 +290) +23 +18 +18 + 12am +46 My 64 Ae 73. | after stockbuilding earlier in the year. | 
Canada +37 +38% + 33 +28 -03 +58 Mar + 6.8 Dec 84 May 94 | Asian demand is forecast to grow by only 
Denmark + 45 + 44 4 + 31).4 25) -10.1 ~ 4.7 Apr + 2.6 Apr 6.9 Apr 8.0 | 0.8% this year. Ina bid to prop up prices, 
France +24 +34 907 +29 +28 +51 + 89 Mar ~ 06 Mar 11.9 Apr 12.5 | 
Germany J40 3B OF +26 +28 +64 + 47 Ap DST a 112 May tid | OPEC agreed to reduce output by 1.2m bar- 
italy SO? 8 2B Qs 424 +30 -43 + 03 Apr Toi ma 120 121 | rels a day in March, but only 900,000 bar- | 
Japan 763-3791 -03 +11 “135 -67 Apr ~ 85 Feb ai a 33 | rels a day have been cut. Analysts reckon a | 
Netherlands +49 +4201 +35 +33 +18 +66 Ap + 4.0 Jan 45 a8 57 | further cut of 1.2m barrels a day is needed 
Spain +37 +3604 +38 +37 +70 +140 Mar na 19.6 git 213 to shore up prices. 
Sweden ~37 +259 +29 + 30 221 + 68 Feb + 2.8 Apr 6.3 Mays 78 | 
Switzerland + 19 +24% +19 + Ei ona + 87 Qa - 1.9 Mar 3.9 May* 53 | 49902100 % change on 
United States +48 +37 Q1 +32 +22 +18 +44 May + 6.4 Apr 4.3 May 48 i Jun Jun Jun one one 
*Not : seasonally adjusted. t average of latest 3 months compared with average of previous 3 months, at annual rate. #New series, Feb-Apr, claimant count | 2nd 9th 16th* month year 
rate 4.8% in May, §Feb-Apr | Dollar index 
i . ret er g ~ o Allitems 927 92.2 90.9 - 5.6 -246 
| PRICES AND WAGES America’s 12-month rate of consumer-price inflation rose to1.7%1n | Food i089 1071 1062 - 75 -236 
| May from 1.4% in April. Britain’s inflation rate also rose in May, to 4.2%, its highest for six | indusulals — 
| years. In the same month, inflation declined slightly in Germany (to 1.3%) and in the Nether- | All 785 792 776 = 33 -259 
| lands (to 2%). British workers got a pay rise of 5.2% in the year to March, a real increase of 1.6%. | Nfat 922 928 922 ~ 24 -245 
| Metals 702 710 688 - 40 -269 
% change at annual rate The Economist pol! | Sterling index 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings | All items 101.0 100.5 982 ~- 7.3 -253 
es 3mthst 1 year 1998 1999 3 mths? 1 year 3mthst 1year | Food 187 1167 47 ~ 91 -243 
Australia +10 -020 +14 +23 -13 +09 QI +12 +300 | Industrials 
Austria +18 +12 Ap 1S +17 + 13 + 04 Apr na na | all 85.6 864 838 - 50 -265 
Belgium +22 +19 May Zaa +17 L47 +04 wa +33 +23 | Niat 100.6 1012 996 ~ 41 =25.2 
Britain 46) +42 Myy +31 +27 + 13 + 09 May +70 452 Ma | Metas 765 774 743 ~ 5.7 -276 
Canada +04 +08 Apr +12 +18 230 -08 Ar +65 +21 Ma | SDRindex 
Denmark +22 +22 Am +22 +25 [O94 05 Ap +31 +39 Nw | Allitems 941 93.7 931 = 46 -210 
France +20 + 1.0 May Fii +16 - 05 + 0.5 Mar +14 426Q | Food 1106 1088 1088 ~ 65 -199 
Germany +11 + 1.3 May +13 +19 “= 18 — 2.1 May na + Li Mar | Industrials 
italy +19 +4 17 May +19 +23 = 01 +09 Apr 429 +27 Aor | All 79.7 80.5 79.5 =- 23 -223 
Japan +04 +04 Ay +05 +01 L40 — 17 May na O02 aw | Naf 936 944 
Netherlands +39 420 My +23 425-21 - 03 A +37 + 3.0 Mar | Metals 713 72.2 
Spain +07 +20 My +20 +25 L2 rolam 432 +29% | God OOOO 
Sweden +05 +09 May +09 +15, "= 08 -02 Apr +70 +33 fer | Speroz 290.85 293.25 28835 - 39 -157 
Switzerland 7 63 nil May +03 + 1.1 218 -12 May na +05 1997 | Crude oil North Sea Brent 
United States +12 + 1.7 May +18 +26 215 -09 My +48 + 4.4 May $ per barre! 1434 13,89 1283 -116 - 29.0 





fennel 


*Not seasonally adjusted ‘average of latest 3 months compared with average of previous 3 months, at annual rate. **New series. 


* Provisional | Non-food agriculturals 





| DEFENCE SPENDING World mili- 
| tary expenditure fell again last year, ac- 
< cording to the Stockholm International 
| Peace Research Institute. Defence spend- 
‘ing declined by 1% to $740 billion—30% 
lower than in 1988. Russian spending has 
fallen by over 90% since 1988. But expen- 
diture in the Middle East and Asia has 
risen. India is the 12th biggest spender, up 
from 17th in 1988; Turkey has risen from 
27th to 19th place. America spent $259 bil- 
lion last year—more than a third of the 
world total and over five times more than 
second-placed Japan. It spent more than 
the eight next biggest spenders combined. 
America also spent seven times more on 
: military R&D than second-placed France. 
Japan cut its military-research budget for 
the first time in 30 years. 








‘Military 


expenditure* 











News that America’s crude-oil | 
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FINANCIAL INDICATORS 


| STOCKMARKETS The Dow Jones Industrial Average fell by 207 on June 15th, its fifth- Sie 
- |} gest single-day fall in points. But it then rebounded by 164 points on June 17th. European 
_ markets followed the Dow down. Tokyo plunged by 4.1% in the week to June 17th. 












| Æ MONETARYGROWTH Thetradition- |, 
' ally close relationship between money | 
supply and inflation has broken down. 


























































Share price indices % change on | But some economists still think that rapid 
aa i one record Dec 31st 1997 Þroad-money growth is a good leading in- | 
Jun 17th year high in local | dicator of higher inflation. In the past two 
hes ST OY ` years, growth has shot up in America and 
BO IE Te | Britain, but slowed in Germany. 
+149 Tia + 154 : 
+422. - 01 + 381 fe 
+252 -45 + B6 
+107 -80 + 74 
4258 -49 + 96 United States 
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6,062.1 
32118 7,5804 -16 +144 - 42. + 116 +116 
"1,097.2 8965 - (10 +133 ~ 34 
“Morgan Stanley Capital een index inciudes above markets and se seven others, in dottar terms. 
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MONEY AND INTEREST RATES Investors seeking a safe haven from the Asian crisisdrove 
the yield on America’s 30-year government bond down to 5.58%, a record low. British bond | 
yields also fell to record lows before rising in reaction to poor inflation figures. l 
















































































| Money supply* Interest rates % p.a. (Jun 17th 1998) | 
% rise on yearago over- 3-mth money market banks bond yields Eurocurrency | 
=~ — harrow broad = night latest year ago prime gov't? corporate = 3 mths bonds | 
Australia 29.7 +56 Am 5.00 549 5.32 875 557 608 569 555 | 
Austria +61 +18 Mar 337 363 340 650 490 na na 567 
Belgium +57 +66 Ma 351 368 327 (725 491 50 3.69 453 | 
Britain +63 +91 May 613 772 666 “850 586 608 764 623 | 
Canada +123 +33 Ap 459 473 28 650 532 603 494 52 | 
O ma + , 675 495 707 409 480 | 
| “655 48} 596 352 446 | 
f 490 476 481 353 443 2 
| A 38 788 5.07 543 5.02475 | Britain 
8 +80 +38 My OA a7 AB 16 S EUSI sled e082 ORI i 
| Netherlands +75 +72 De 332 368 306 525 481 520 375 445 
| Spain “4123 +24 aw 436 433 Z 517 700 497 528 433 458 
| Sweden na +2.1 Apr 469 497 499 437 464 | 
Switzerland +125 _ 375 340 331 183 245 __ 
United States +13 "850 553 663 563 5.48 








t Ten-year | bond r rates (old series: Britain 15-year 5. 72%, United States 30-year 5.74%). 


“Narrow. MI except Britain MO, broad: MZ or M3 except Britain M4. Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase 
Manhattan, CA 1B investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generate, J.P. Morgan, Paribas, Royal 
Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, DatastrearviCV. Rates cannot be construed as banks’ offers. 
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| TRADE, EXCHANGE RATES AND RESERVES The yen fell to nearly ¥147 against the dollar, its lowest for eight years, before joint inter- | 
| vention to buy yen by Japan and America sparked a sharp rally to ¥138. Japan’s current-account surplus fell in April, to give a 12-month 
| total of $106 billion. This was slightly lower than expected because of higher import costs. 

| 

















Trade balance*, $bn Current account, $bn Exchange rate Currency units per $ Currency units _ _ Foreign reserves? $bn 
latest 12 mths trade-weightedt Jun 17th year ago fatest year ago 
Jun 17th yearago 















_ 816 917 1.65 1.33 
103.1 102.7 
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_+ 7.50 Mar 
+ 1.46 F Feb 
+ 9.80 Apt 
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1.96 


1982 
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S TA O + 58Ma 846 ; 97 Ma 155 
Switzerland + 02 + 20. 9 g4 105.7 104.9 1A ; 083 34.8 Mar 353 
United States =20.20 20 Mar ~ 166. 4 a4 1118 102.3 - = 166 0.56 





* Australia, Britain, France, Canada, Japan and United States imports fob, “exports fob. Ali others 5 cifffob. 11990=100, Bank of England. tExcluding gold, IMF definition 
Gforward rates for delivery January Ist 1999, caiculsted by iP. Morgan. §§Not seasonally adjusted. 
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-EMERGING-MARKET INDICATORS 








M LIVING EXPENSES Tokyo remains the 


most expensive city in the world, accord- | 
_ annual inflation rate jumped to 9.2%, up from 4.2% in May 1997. In the year to April, indus- 


ing to the latest cost-of-living survey by the 
Economist Intelligence Unit (E1u), a sister 


company of The Economist. The new sur- 
| vey (which was carried out in March, be- | 


fore the latest slide in the yen) compares 
the prices of goods and services typically 


_ consumed by the families of executives 


sent overseas. (Importantly, however, it 


| does not include the cost of accommod- 





_ ation.) The chart shows local costs as a per- 


centage of those of living in New York. 


| Typical living costs in Tokyo are 46% 
_ higher than in New York. Hong Kong (in 





second place) is 22% more expensive than 
the Big Apple. London is also pricey, partly 
owing to sterling’s strength. Jakarta is now 
the cheapest city for expatriates to live in: 
it costs 61% less than New York. Buenos 
Aires is the most expensive city in Latin 
America. Cities in former communist 
countries are generally cheap, except for 
Moscow. Life in Budapest costs 52% less 
than in New York. 





























| Sources: National statistics offices, central banks and stock exchanges; DatastreamAC¥: EIL Reuters; SRC Warburg; LP. Morgan; Hong Kong Monetary | 
; Authority: Centre for Monitoring Indian Economy, Bank Negara indonesia; Malayan Banking, Philippines National Econoai ard Development Authority, | 
| Hoare Govett Asia; FIEL; Baring Securities, Merril Lynch; Bank Leumi Le-israel; Standard Bank Group; Akbank; Bank Ekspres; Deutsche Bank: Russian | 
i 
af 





ECONOMY Another victim of the Asian crisis is feeling the pinch: in the Philippines, GDP 
growth slowed to 1.7% in the year to the first quarter, down from 5.0% a year earlier. In May its 








trial output fell by 3.4% in Malaysia, but rose 6.3% in Taiwan. | 


% change on year earlier 


_Latest 12 months, $bn Foreign reserves, $bn 








GDP Industrial Consumer Trade Current Latest Year ago 
production prices balance account 
F449 ao 425.4 19977 140.65 mar 112.15 
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+137 a 1S Mar AT Mer Mar 

Russia + 0.2 apd + O8 ap + 74 May 216.3 ma +330 | Mar 





*Estimate. ‘includes gold. Visible and invisible trade balance. §New series 








FINANCIAL MARKETS Asian stockmarkets had a mixed week They plunged i in ‘tandem 


| with the yen, then rebounded on June 17th as America and Japan intervened to support the 
Japanese currency. Manila ended 10.5% down in the week to June 17th; Kuala Lumpur fell 8%. 


Hong Kong recovered to end 0.3% up, Taipei rose 3.4%, and Singapore was up 3.7%. 








Currency units interest rates Stockmarkets % change on 
~ pers per£ short-term Jun 17th ~ Dec31st 1997 | 
Jun 17th year ago Jun 17th % p.a. one “in local ins 
week currency terms 
China 8.28 829 137 943 1,431.9 ~ 14 + 138 + 13.8 

















Thailand 
Argentina _ 



































Turkey Sars 7 5.5. 3 7594 OAT “0.4 i $ l 
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i Feonamic Trends. 
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Flat Panel Series 
With TFT L Technology 





‘ Professional Series 


Standard Series 
Business & 





WE'LL HELP YOU SEE IT. Philips has designed a wide range of top 


quality monitors to give your business the edge it needs. We're the second 
largest manufacturer of monitors in the world. So whatever your 
company’s goals, we have a monitor to help you get there. For more 


information, visit our Web site at www.monitors.be.philips.com 
©1998 Philips Consumar Electronics Company 











Hotel Inter-Continental, Paris 


Insight into a city takes decades to 


acquire and just a moment to share. 


i One World. One Hotel. 


Depaenaone = SR Uniquely Inter-Continental. 
folisinal Boiencel © 


INTER:CONTINENTAL. 


HOTELS AND RESORTS 









www.interconti.com 


EUROPE 
AKMOLA 
AMSTERDAM 
ATHENS 
BARCELONA 
BELGRADI 
BERLIN 
BRATISLAVA 
BRUSSELS 
BUCHAREST 
BUDAPEST 
CANNES 
CRACOW* 
EDINBURGH 
FRANKFURT 
GENEVA 

THE HAGUE 
HAMBURG 
HANNOVER” 
HELSINKI 
ISTANBUL 
KEMER 
LEIPZIG 
LJUBLJANA 
LONDON 
LUXEMBOURG 
MADRID 
MALTA 
MONTREUX 
MOSCOW 
MUNICH 
NICOSIA 

PARIS 

PRAGUE 

ROME 
STUTTGART 
TASHKENT 
VIENNA 
WARSAW 
ZAGREB 
ZURICH 
AMERICAS 
BOGOTA 
BUENOS AIRES 
CALI 

CANCUN 
CARACAS 
CHICAGO 
CIUDAD GUAYANA 
COZUMEL 
DALLAS 
GUADALAJARA 
IXTAPA 

LOS ANGELES 
LOS CABOS 
MANAGUA 
MARACAIBO 
MEDELLIN 
MEXICO CITY 
MIAMI 
MONTREAL 
NEW ORLEANS 
NEW YORK 
PANAMA CITY 
PUERTO VALLARTA 
RIO DE JANEIRO 
RIONEGRO' 
SAN FRANCISCO 
SAN JOSE 

SAN PEDRO SULA 
SAN SALVADOR 
SANTIAGO 
SANTO DOMINGO 
SAO PAULO 
TORONTO 
VALENCIA 
WASHINGTON, D. 
ASIA PACIFIC 
BALI 
BANGKOK 
BROOME 
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JAKARTA 
KUALA LUMPUR 
MANILA 
NEW DELHI 
PHNOM PENH 
SEOUL 
SHENZHEN 
SINGAPORE 
SYDNEY 
TAIPEI 
TOKYO 
YOKOHAMA 


MIDDLE EAST 
ABHA 

ABU DHABI 

AL AIN 

AL JUBAIL 
AMMAN 
BAHRAIN 
BEIRUT 
CAIRO 

DUBAI 
HURGHADA 
JEDDAH 
MADINAH 
MAKKAH 
MUSCAT 
PETRA® 
RIYADH 
SHARM EL SHEIKH 
TAIF 


AFRICA 
ABIDJAN 

CAPE TOWN 
DURBAN 
FRANCEVILLE 
JOHANNESBURG 
KINSHASA 
KRUGER NATIONAL PARK 
LIBREVILLE 
LUSAKA 
NAIROBI 
VICTORIA FALLS 


"FORUM HOTEL 


) JAPAN'S 
| SICK BANKS 


pages 16 and 79 


ISRAEL'S NEW 
PROVOCATION 


pages 17 and 45 
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IRIDIUM 





WELCOME TO YOUR 


OFFICE. IT MEASURES 


210,228,030 


SQUARE KILOMETRES. 


AND PAGING NETWORK. NOW YOUR WIRELESS SERVICE CAN COVER THE E€ 


CALL 31-79-347-1702 WWW.IRIDIUM.COM 


calling planet earth 





Thank you 
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No new Berlin without you. 

The Allied Forces secured the survival of West Berlin's 
citizens from 1948 to 1949 by implementing the Berlin 
Airlift. During the blockade, cargo planes flew a total of 
277,246 flights into Berlin, delivering over 2 million tons 
of food and supplies. Today, 50 years later and surround- 
ed by a new European geography, Berlin has become a 
gateway to new opportunities and new markets. 

It is the aim of Deutsche Bank to motivate people to 
tackle the future with the same enthusiasm, courage and 
sense of community as was shown by the remarkable 
people involved in the Berlin Airlift. 


Deutsche Bank 
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48 Zimbabweans help themselves 
48 Angola’s rebels face sanctions 


BANGKOK BEIJING BEIRUT BERLIN BONN BRUSSELS EDINBURGH HONG RONG JOHANNESBURG LOS ANGELES MEXICO CITY MOSCOW NEWYORK FARIS SAG PADLO fT 


25 ST JAMES'S STREET © LONDON SWIA IHG © 


@ 1998 THE ECONOMIST NEWSPAPER LIMITED. NO KEPRODUCTION IS PERMITTED IN WHOLE OR PART WITHOUT THE EXPRESS C 











| 


j 
i 


| 
| 
| 
| 
| 


i 
| 
| 
| 
| 
i 





JUNE 27TH 1998 


The . 
Economist 





EUROPE 

51 Russia’s crisis isn’t over 

52 Poles against old communists 

52 Lionel Jospin discovers America 
53 French shooters versus the Eu 

53 Germany's blundering Greens 

54 Questions for Spain’s Felipe Gonzalez 
54 Rocky Romania 

55 The half-victorious Czech left... 
55 ...and its leader, Milos Zeman 
56 Charlemagne: Pauline Green, the 

European Parliament’s cop 


BRITAIN 

57 Radio goes digital 

58 The carbon-emissions conundrum 
63 An old idea for schools 

63 Gay sex at 16 

64 Transport tycoons link up 

65 Bagehot: Alastair Campbell 








TEL? O171 830 7000 «© 
25/F DAH SING FINANCIAL CENTRE è 108 GLOUCESTER ROAD © 





WEB EDITION: Www.economist.com 


EDITORIAL OFFICES {N LONDON, AND ALSO: 


PRINCIPAL COMMERCIAL OFFICES: 
FAX: O171 839 2988/9 





VOLUME 347 NUMBER 8074 


mita UF No BRiDa er sb enri = 


67 
68 
69 
69 
70 
74 


79 
80 
81 
81 
82 
84 
84 
88 


91 
92 
93 
93 


MOREOVER 


95 
96 
97 
97 


98 Johnson: The language of soccer 


OBITUARY 


100 


INDICATORS 


114 


116 


i 


til WEST §7TH STREET + NEW vORK NY 19019 F TERIA 
HONG KONG + TEL: 852 2585 388K FAX: 852 


` 


BUSINESS 


SCIENCE AND TECHNOLOGY 






AT&T connects with TCI 
Privacy on the Internet 
A new sort of headhunter 
Subsidies for European 













Price fixing in share underwriting 
A lucky break for sccr’s depositors 
Warren Buffett bets on reinsurance 
Keeping foreign funds out of Europe 
Economics focus: Minimum wages 


The saving of Russia’s forests 
The price of shutting Chernobyl ; 
Glueing chips with pna 7 
A feathered dinosaur 





The highly strung market for violin 
Malt whisky 
Art from recycled material 
Elliott Carter 


Cardinal Casaroli, the Vatican’s cold 
warrior 


Economic and financial statistics:on < 
15 OECD countries, plus closer looks | 
at timber, employment, and official 
aid 

Economic and financial statistics on 
25 emerging markets, plus a closer 
look at software p y 


WASHINGTON c 










P41 atA Sat. 9378 





fib Sst osoo 
3B 

















Give and take 





~$m—Good philanthropy (‘The 
challenge for America’s rich”, 
-May 30th) is not about helping 
“the poor, as necessary and noble 
an action as that is. Good philan- 
‘thropy is about changing the con- 
ditions that make poverty so 
widespread. Another grant to 
Harvard (with or without a name 
attached to a building) is not a 
contribution to the civil society, 
about which there isso much talk 
and so little action. 
As long as philanthropy con- 
tinues to avoid dealing with the 
distribution of power in a demo- 
cratic society, it serves to fortify 
the system rather than to change 
it. Andrew Carnegie understood 
this; Bill Gates, less so. Silicon 
Valley's assumption that there 
are quick solutions to society's 
problems will probably exacer- 
bate those problems rather than 
contribute to their solution. 

`: That philanthropy reinforces 
the status quo is reflected in the 
view that a foundation’s assets 
are passive pools of capital, to be 
invested with no assessment of 
the consequences. Thus, the 
major funders of activities to 
combat global warming are 
themselves large investors in the 
very companies that are at the 
root of the problem. Founda- 
tions, however, neither take them 
to task as shareholders nor recog- 
nise the dissonance between 
their philanthropy and their 
asset management. 

Unfortunately, the managers 
of the billions of dollars of phil- 
anthropic assets fail to recognise 
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necessary precondition of the 
social and economic efficiency 
they believe in. 

New York STEPHEN VIEDERMAN 


Sır—To say that American busi- 
nesspeople focus primarily on 
advancing themselves, while 
business schools do little to turn 
the tide, is not true. There is a 
strong sense here at Harvard, and 
at other business schools, that 
active involvement in the social 
sector has become an integral 
part of business. Of our 66,000 
graduates 81% are leaders, 
founders or board members of 
non-profit organisations. In con- 
junction with our Initiative on 
Social Enterprise, a large number 
of our students participate in 
school-supported field studies, 
internships and consultancies 
with social-sector organisations. 
Kim CLARK 
Dean 
Boston Harvard Business School 


Sır—To create 170 billionaires we 
Americans must be over-paying 
for just about everything. After 
making this great wealth by 
downsizing and sourcing goods 
from the cheapest labour on 
earth you would expect the rich 
to do good works. I was outraged 
by Rosabeth Moss Kanters 
description of the attitude of the 
new wealthy: “We fixed Ameri- 
can business; now we need to fix 
charity.” I say, “Let them fix hell 


when they get there.” 
Durango, 
Iowa RUSSELL WOLFE 





Bank records 


Sir—To omit the second world 
war from yourarticle on the Bank 
for International Settlements 
(June 6th) is a pity. After the out- 
break of war, the Federal Reserve 
Bank of New York and the Bank 
of England both closed their eyes, 
when the sis assistant general 
manager, Paul Hechler, a Nazi 
party member who signed his 
official letters with “Heil Hitler’, 
rapidly turned the sis banking 
department into the internation- 
al arm of the Reichsbank. 
Despite promising to remain 
neutral, Hechler and his Basle- 
based crew of Nazi bankers oiled 
the German war machine by skil- 
fully using Switzerland’s free for- 
eign-exchange and gold markets. 
The sis also bought and sold loot- 
ed Nazi gold. Meanwhile, the two 
banks accepted that the dividend 
from the sis shares, for them- 
selves and their compatriots, was 
paid for from the sale of looted 
Nazi gold in Switzerland. 
Zurich GIAN TREPP 





Insider information 


Sır—You say that agents of the- 
Drug Enforcement Administra- 
tion wanted to keep the Mexican 
money-laundering sting (May 
23rd) secret “not only from the 
Mexicans, whom they do not 
trust, but also from their own 
State Department.” In the same 
way, you say, regarding the Raul 
Salinas money laundering case, a 
DEA agent suspects that the Clin- 
ton administration does not 


E-MAIL : letters@economist.com 


ing problems with our local part- 
nership. In any joint venture 
there are ups and downs or an 
initial fine-tuning period. Over- 
all, our relations with our local 
partner remain cordial and their 
attitude in every circumstance is 
very open and loyal. 

You play down the fact that, in 
terms of costs and output, the 
new plant is performing even 
better than expected and on a par 
with our other facilities. This is 
no minor achievement for a 
start-up factory. 

From the outset we knew that 
labour costs would not be much 
lower in Shenzhen than in other 
emerging countries. This was not 
the deciding factor. Our goal was 
to serve better the fast-growing 
Chinese market with an integrat- 
ed presence spanning design to 
manufacturing. 

MARIA GRAZIA 

St Genis Pouilly, PRESTINI 
France stMicroelectronics 
ci eins ah it 





Tongue lashing 


Sir—You say that I “went to 
Canada recently with the inten- 
tion of locating and preserving 
American Indian: languages,” 
(June 6th). In fact, went to Cana- 
da in 1951 with the intention of 
earning a living, having been 
offered a job at the University of 
British Columbia, Vancouver. I 
did not have to locate any lan- 
guages, as this had been done 
fairly exhaustively by the begin- 
ning of the century, but I did 
study a language Squamish). By 
the time I published the results 
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66 MCA really 
understands how to 

work with a large, complex 
organisation, a } 
terrific enthusiasm and 


professionalism gy 


Your growth is our vision 


Client Directors/ Senior Consultants - Communication Consultancy 


MCA is Europe's first and leading communication 
‘consultancy. We assist some of the world's most highly 
regarded companies such as British Airways, IC, 
NatWest, General Electric and IBM to align their people 


with their business strategies and generate buy-in to 


major change initiatives. In short, our services enable 
“them to increase the emotional and intellectual 
capital of their organisations. 


The growth of our client base within 

Europe and the US and our own 
expansion plans have resulted in the need 

to extend our services. We are currently 


with a thorough grasp of organisational dynamis: 
Your background may be in strategic HR consulting, 
change consultancy, communication consultancy or 
strategy within a blue chip name. 


In return we offer a real alternative to. traditional o 
consultancy firms, the chance to influence the very. 


direction and future of our company and substantial 
rewards. 

To find out more, please contact our advising: 
consultant, Jim Birtwell on 0171 415 2860 or write to 


him at Camron James, 179 Queen Victoria Street, o - 


London, EC4V 4DD, Fax 0171 415 9019. 





seeking Client Directors and Senior Consultants 
capable of managing this business development. You 
will also have hands-on commercial responsibility for 
the delivery of major programmes in an exciting, 
“collaborative and passionate consultancy environment. 
Qualified individuals will already be comfortable 
working at senior levels on the people side of change 


E-mail: jimbirtwell@camron-james.co.uk 


Mea 


RECRUITMENT CONSULTANTS GROUP 


2 London Wali Buildings, London Wall, London EC2M SPP 
Tel: 0171-588 3588 or 0171-588 3576 
Fax: 0171-256 8501 E mail: cjagroup@online.rednet.co.uk 








New senior appointment developing innovative capital markets solutions for complex financings | ae 


STRUCTURED FINANCE 
- SENIOR DEAL MAKER 


PACKAGE £95,000 - £150, 00 


MAJOR EUROPEAN BANKING GROUP 
We invite applications from graduates with MBA or equivalent in an Economics/Finance discipline who must have at le 
3 years’ experience: in Capital Markets transactions - structuring bonds and securitisation with US and European investors | 
as well as 5 years’ in structuring cross border transactions preferably in PFI, Project Finance/Leasing Asset Finance 
including Emerging Markets. A second European language will be useful. As the selected candidate you will be a key 
member of the deal team structuring innovative financing solutions to be syndicated with banks and institutional investors. 
You will make a major contribution to the risk/structuring/pricing decision process and co-ordination with Senior Managers | 
running the product lines for the bank. Also you will have a marketing role with sponsors/clients at the origination. stage | 
and with potential investors at placement. Essential qualities are strong negotiating skills and structuring capabilities for 
| larger transactions in a product driven environment and above all, the ability to deliver deals. Initial remuneration package 
will be in the range £95,000-£150,000 plus banking benefits. Ref: SSF7509/E. 


This same client also seeks more junior members for the above team with less, yet similar exposure 
Remuneration will reflect experience. Ref: JSF7522/E. 


Applications, in strict confidence, quoting appropriate reference to the Managing Director, CJA. 


CITY OF LONDON 








=, Sre--Bill Gates makes essentially 
. the following points. 
First, consumers want features 
“and applications well integrated 
with the operating system. This is 
true and is a large part of the rea- 
son for Microsoft’s success. How- 
ever, many in the industry 
believe that this success is based, 
in part, on making it difficult for 
competitors to integrate their 
products with pos/Windows. 
Second, Microsoft’s products 
are based on open standards and 
its competitors’ on proprietary 
technology. This is nonsense. 
Open standards are those which 
have been issued and approved 
byan international standards 
organisation; anyone is free to 
produce software based on these 
standards. Almost all Microsoft’s 
products are proprietary (not 
based on recognised standards). 
Third, Windows is good value. 
However, there is no competi- 
tion for preloaded desktop oper- 
ating systems and no market for 
upgrades because Microsoft is 
the only supplier. Hence, argu- 
‘ments about value are specious. 
_ Fourth, Windows promotes 
__ innovation. Microsoft's position 
“on innovation is very clear; inno- 
vation is all right only if it is on 
top of, not in competition with, 
Microsoft products. 

Fifth, the government is 
wrong to try and force Microsoft 
to do certain things with its prod- 
ucts. Here I agree with Mr Gates. 
The governments attempts to 
make Microsoft ship Netscape 
Navigator with Windows 98 are 
woolly-headed and pointless. 
Besides, it is too late for Netscape, 
which is no longer in the browser 
business. 

Microsoft is a monopoly that 

: — aggressively exploits its position 
“and wealth. It needs to act like a 
responsible corporate citizen. 
- However, doubt that the govern- 
ment can force it to.do so. It 
requires the kind of shock that 
1BM got, which was caused in 
“Jarge part by open systems and a 
= new technology, the pc. Perhaps 
~ for Microsoft the shock will be 
caused by Java and Corba (open 
systems) and the internet (the 
new technology). 
Singapore 
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<- Bill Gates’s recent article on the antitrust case against 
Microsoft (June 13th) prompted many letters. This selection, 
though unbalanced, is representative: the great majority of 
letters attacked Mr Gates’s arguments 


Srr—It is revealing that Mr Gates 
does not mention the competitor 
he fears most—Java. Portable Java 
lets developers build applica- 
tions on Windows (as they must 
do to survive) and move them to 
other platforms as customers 
demand, breaking Microsofts 
dominance of applications. 

Although Java may never fully 
deliver the “write once, run any- 
where” promise, it is coming 
close enough to scare Microsoft. 
The firm consistently talks down 
Java’s portability to make devel- 
opers use non-portable, Win- 
dows-specific extensions. If 
Microsoft crushes Netscape and 
controls the browser (which 
delivers Java to the desktop) it 
can then balkanise Java, keeping 
developers tied to Windows. 

As Mr Gates says, open stan- 
dards benefit users and create 
jobs. They do not always benefit 
suppliers. His silence on the Java 
open standard reveals his true 
game plan; the Justice Depart- 
ment has a valid role to play in 
thwarting him. 
Cambridge 


ROBERT WORDEN 


Sir—All of Microsoft’s great suc- 
cesses have been with software it 
either bought or copied from 
elsewhere. Its great forte is mar- 
keting, not innovation. 

As for Mr Gates’s argument 
that Microsoft is the source of sig- 
nificant employment and eco- 
nomic activity, the same can be 
said of organised crime, but is 
this a reason to tolerate illegal 
behaviour? Besides, would not 
three or four smaller companies 
filling Microsoft’s position gen- 
erate as much employment and 
economic activity? 

Torrance, 
California DAVID JOHANNSEN 


Sır—Possibly the differences 
between Mr Gates and The Econ- 
omist hinge? on the technical 
term “open.standard” noted five 
times in his rebuttal. 

First, open standards are cre- 
ated and maintained in an open 
process, not controlled by any 
company or group of companies. 
Second, they support proprietary 
interface functions; any manu- 


piwa may add itsown unique 
features. Third, they äre main- 
tained until no longer used. That 
is, until the user no longer needs 
them, rather than when the man- 
ufacturer no longer desires them. 
Microsofts Windows does not 
meet any of these criteria. Mr 
Gates is right, users want open 
standards. But Microsoft doesn't 
provide them. 
Palo Alto, 
California 


KEN KRECHMER 


Str—Mr Gates outlines the histo- 
ry of Microsofts Explorer web- 
browser, which he admits was 
thrashed by Netscape through its 
first three versions. Exactly. No 
other software company would 
have been arrogant enough to 
release three successive versions 
of substandard programming 
and certainly few others could 
have survived the experience. 
Explorer was not a better 
mousetrap, it was a strategy to 
crush a competitor. 
NewYork ROBERTASHCROFT 


Sin—Mr Gates seeks to emulate 
the old Bell system, which 
became a notorious monopoly 
by using fair means and foul to 
control technical standards. 
Even at its height, it tolerated a 
myriad of tiny local phone com- 
panies in the United States 
because their customers all had 
to use Bell’s “interface” and 
“operating system”. 

The truth is that every area 
related to computers and the 
Internet already has open stan- 
dards, Mr Gates takes advantage 
of most consumers’ lack of 
knowledge and interest to claim, 
speciously and perniciously, that 
Windows-as-universal-interface 
is the only alternative to being 
unable to access the Internet 
effectively and to produce or 
exchange information using 
computers. 

Standards are required but 
particular standards for particu- 
lar hardware and software func- 
tions, and standards set by 
groups and markets, not by a 
would-be successor to “Ma Bell”. 


Kaga, 
Japan MARK ELWELL 
Sir-Mr Gates claims _ that 


Microsoft Windows is an open 
standard and its daily cost is ‘a 
“mere” eight cents. Both claims 
are ridiculous. Windows... is 
owned and controlled by 


Microsoft for its sole benefit: it is 





proprietary just like other com- 
panies’ technologies. If it were 
truly open why would program- 
mers need books like “Undocu- 
mented Windows” that docu- 
ment what Microsoft does not? A 
truly open system lets its users 
freely use, modify, and resell 
everything it has, including its 
source code. 

The true daily cost of Win- 
dows is certainly much more 
than eight cents considering all 
the lost time and. productivity 
thanks to Windows’ far too fre- 
quent crashes. I fully agree with 
Mr Gates on one point though— 
Windows should not become.a 
regulated “essential facility”. No 
“essential facility’ should force 
its users to re-install it every other 
day. Such designation would 
unnecessarily prolong Windows 


JHAN 


Sir—I thought: that “Bill Gates 
replies” and “In defence of the 
demon seed” on the cover were a 
most effective juxtaposition. . 

Montreal LAWRENCE CREAGHAN 


Sir—Microsoft didn’t buy, bor- 
row.or steal its success. It earned 
it.And ithas done what any other 
company would. by using its 
market dominance in pc operat- 
ing systems to further its interest 
in applications. Of course there 
are some abuses, but what the 
Justice Department must realise 
is that any regulation of the pc 
software industry would in fact 
only serve to sustain Microsoft's 
monopoly. =: 

Microsoft is the lave of “here 
and now” and has-earned its 
crown, But “here and now” is 
never secure in the ever changing 
world of pcs and software. Regu- 
lating “here and now” would 
only preserve it, thus reinforcing 
Microsoft's monopoly. Mr Gates 
is correct in stating that interfer- 
ence from the Justice Depart- 
ment would stifle innovation, as 
it would redirect venture capital 
towards a Windows-based mar- 
ket instead of newer and more 


innovative technologies. 
‘Maraval, 

Trinidad GREGOR NASSIEF 
PENELI IEE EN I AIA sci aed OI RS 





| More letters, together with Bill Gates’s 

article and. our coverage of the 
Microsoft case, are available on the 
_ Internet at wwweconomistcom 
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Managing Director 


Chemical Processing Industry — 


Oman 


Omifco is leading a one billion dollar fertiliser project based 
in the Gulf. This high profile joint-venture is the fruit of a 
major collaboration between the private and public sectors of 
the states of India and Oman. The state-of-the-art 
manufacturing facility is currently at advanced planning 
stage and production is planned for the year 2001. 
Our client is seeking to recruit a Managing Director to take 
control and drive the project through its financial close, 
construction period, commissioning and full production. 
Key attributes needed to fulfil this role include: 
+ in depth experience of ‘big ticket’ international projects; 

“sw extensive limited recourse financing knowledge; 

uccessful track record of multiple financial closes; 
miplex joint venture reporting expertise; 


c.$200,000 Tax Free + Significa 


to thrive in a demanding reporting environment, whe 
maintenance of excellent shareholder and lender re 
key to success. You will also be at ease withi 
legal and financial framework engendered by thi 


Due to the seniority of this position you wil 

aged between 45 and 55 years. You will have re 

experience of leading several successful ‘pre 
government debt guarantees. You will ‘alse 

credibility to attract a strong management team an 

able to demonstrate consummate comm 

negotiation credentials. ee 

In return you will enjoy a remuneration package geared to attra 
the best, including a high tax free salary, expatriat 

a relocation package where necessary. oo oo 


Interested candidates should 





ignificant AF iol to the chemical, power 
poo) orenergy industries. 

You may well -be an MBA graduate and will 
possess the necessary gravitas and sophistication 


GK RS] 


confidence to GKRS at the ac 
quoting reference number 901] on be 
and envelope, and including di 
current remuneration. a 


86 JERMYN STREET, LONDON SWIY 6JD. 
TEL: 0171 468 3800. FAX: 0171 468 3801. 
A GKR Group Company 


CORPORATE FINANCE - STRATEGIC CONSULTANCY 


London, Amsterdam, Frankfurt and Scandinavia 


The Proposition 

McKinsey & Company seeks to hire outstanding individuals to 
contribute to its rapidly growing European Corporate Finance & 
Strategy Practice. 


We offer candidates the opportunity to help clients solve 
complex, strategic business problems. Based in Amsterdam, 
Frankfurt, London and Scandinavia, consultants will work with 
business leaders around Europe to: 


* Develop creative and insightful corporate strategies, based 
on in-depth analysis of the opportunities and challenges 
facing the client 

« Identify value creating opportunities, including mergers, 
acquisitions, alliances and other restructuring 

e Structure and manage transactions that accomplish key 
strategic objectives 

* Gain better insight into the potential value of businesses 
through valuations and financial analysis, applying leading 
edge analytical approaches 

* Develop plans for reorganisation and pest merger management 


The Candidate 


You are probably working with a top tier investment bank, 
accounting firm or consultancy. You must demonstrate superior 
strategic problem solving skills and must have a track record of 
corporate finance work, especially mergers, acquisitions and 
alliances. Successful candidates will be attracted to the 
opportunity to work in an intellectually demanding environment 
where strategic insights are valued on a par with transaction 
execution skills and technical knowledge. 


Your profile should include the following: 
* A consistently excellent academic record 


* Outstanding initiative taking record with high level of energy 
and drive 

¢ Strong practical commercial awareness 

e Well developed interpersonal and communication skills 

e Willingness to travel 

Our consultants work in an exciting, supportive team-based 

environment that encourages exceptional personal development. 

They have unparalleled opportunities to provide independent 

professional advice dh strategic value creation. 


* 


Interested and relevant candidates should send their curriculum vitae to Adrienne Hudson at 
Stephens Selection, 20 Cousin Lane, London EC4R 3TE or by E-mail to ahudson@stephens.co.uk 
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LONDON BDINBURGP NEW YORK HONG KONG TOKYO SNGAPORE 
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EXECUTIVE FOCUS 


Corporate Analysis at Boots has a huge 
influence on our business 

The team is young, dynamic, a powerhouse 
of ideas and at ease with its ability to shape 
events 

Acting in internal consultancy roles, rotating 
between a variety of projects, there is an 
On-going incentive to examine NEw ISSUES 
and develop new expertise. The sphere of 
influence is, quite simply, awesome 

This is a £5billion business. We are a high 
profile retailer and estate owner, with Boot 
The Chemists, Halfords, Do-It-All and 
Boots Opticians within the group's portfol 
We are a leading European manufacturer of 
toiletries, cosmetics and healthcare product 
And we are a powerful force in the 
international healthcare market 

The name Boots is synonymous with 
Nottingham - cor 
one of England's most lively, exciting and 
Satisfying cities in which to live and work 


isistently acknowledged a 


Salaries are negotiable, benefits excellent 


and generous relocation at a level to 
people with vision, courage and conv 
Furthermore, while we are offering these 


opportunities on a conventional permanent 


basis, our determination to accommodate the 


very best means we are also prepared te 
consider fixed term contracts 


10 


Economic Strategist 


The brief has virtually no boundaries. You will be 
analysing the impact of social, political, economic 
and technological changes at a global, national 
and local level - and predicting their effects on our 
In this pro-active role your focus will be on preparing 
ness for change, working with people at the 
enior level to agree strategic and tactical 
Ons and champion action 
With a record of adding value to business 
will have the prole 


performance, y sional stature t 


inspire confidence t 


hroughout your networks 


Market Economist/ 
Econometrician 


This role will concentrate on providing information 


analysis, forecasts and advice on the potential impact 
jf economic, political, demographic, technological 
and social change on Boots companies markets 
Specifically, you will support the business units 
through the creation of profitability models for each 
market and the production of long range forecasts 
ical methods 
yOMICS or a related 
ve two years comme: 
e or more in the practical application of 
c theory and computer modelling techniques 
should also have excellent analytical, report 
writing and presentation skills and the ability t 


establish strong working partnerships 


disco 


Economist 


This role involves r 


ling a macroeconomic model 
of the UK economy and monitoring externally 
generated data to produce economic and 
demographic forecasts in support of store location 
and property investment decisions. You will also 
contribute to group-wide consistency in planning 
and budgeting through forecasts for the UK and over 
fifty major national economies 

With at least a background in economics, your 
technical credentials will be beyond question 
Equally you must be a clear communicator, with 
the ability to prepare and present concise 
presentations at board tevel 


All these roles offer excellent scope for 

personal and career development 

To apply, please enclose full CV and salary 
details, stating preferred position and 
whether it is a permanent or fixed term 
contract, to: Jackie Smith, Personnel Officer, 
The Boots Company PLC, D31 Building, 

1 Thane Road, Nottingham NG2 3AA. 


Closing date: 10 July 1998 


THE BOOTS COMPANY 
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BUSINESS DEVELOPMENT ANALYST : 


A leading multinational consumer goods company in the Lake Geneva area 
is seeking a young, talented, highly numerate individual with good. 
The Person interpersonal skills. Reporting to the Business Development Manager, he/she. | 
The Company. is looking for a well qualified, experienced and will provide support in environmental and strategic business analysis, 
energetic specialist, graduated with a university degree in Law. As the primarily in conjunction with the organisation's long-term strategic plan, in 
successful applicant you should have a post-graduate professional response to particular business issues and in support of new busine 
qualification in corporate and energy or oil and gas laws. You must developments. He/She will assist, n defining, conceptnalising and 
also have proven experience as corporate legal advisor in oil industry bi eines: optimal business strategies, evaluating pr oeer emng and 
rendering professional counsel and advice at a Senior Management making recommendations to senior management. This position will e 
Gnani 3 aie ‘ ongoing contacts with all the HQ Departments as well as Affiliat 
level for a least 7 years. With well developed negotiation skills, you business partners. 
must also be an innovative thinker with the credibility and 
communication skills to ‘Slearly express his work and promote 
proposals. 


The Organisation 
A leading Oil Company in Bahrain has a requirement for a Corporate 
Legal Advisor. 




































The ideal candidate will have: 





a business degree 















The Position * at least two years exposure to a business, financial or consultancy. 
The main responsibilities will be to render professional counsel and 
advice at the Senior: Management level as well as to secure and protect 
Company’s legal rights and benefits which assumes an ability to 
acquire and develop an in-depth and extensive knowledge in the 
Company’s various business operations, the Bahrain environment and 
its legal structure. The job-holder will also be required to negotiate and 
draft legal agreements between the Company and third parties, provide 
counsel and frequently advising various operating divisions within the 
Company. 





environment. 





experience in applying financial and statistical tools for business 
ability to work in a team effectively and efficiently to. meet short 
project-related deadlines 














good oral and written communication skills 







fluency in English and at least one other European language 


This is a unique opportunity for a bright individual to develop his/her skills 

in an international environment. The company offers excellent. career 
The Rewards prospects and a remuneration package commensurate with qualifications and. 

A competitive tax-free salary with end of service indemnity experience. 

. ` Excellent educational assistance plan 

* High standard of free accommodation and utilities 















For details, write with full curriculum vitae or call. 


Ms L. Rauschenbach 
13 Chemin des Chamuses 
CH-1234 Vessy/Geneva 

Switzerland 
Phone: 0041 22 784 32 82 Fax: 784 33 87 












To apply, please send your CV with supportive documents and current 
salary details, under confidential cover to: 


The Manager - Administration - P.O. Box 25504, Awali, Bahrain. 






Non-Execu 


The Secretary of State for the 
Environment, Transport and the Regions 
is seeking applications for the post of 
non-executive director dealing with 


£60k a airline industry financial affairs, serving 
p on the Board of the Civil Aviation 


( 4 d ay S Authority. 
in addition to contributing, generally, to 


per week) the work of the Board, the post holder 
will have particular responsibilities for 
























Government Departments and airline 
representatives. Excellent 
communication and analytical skills are 
essential, and knowledge of the air 
transport industry would be highly 
desirable. 


The appointment will be for an initial 
period of three years, which may be 
extended, including a notice period of six 
months. The post may be pensionable. 


regulating the financial and fitness criteria ceat interested candidates are invitedto = 
for Air Travel Organisers licences and k ; telephone Roy Blackwell or Andy Tindall 
London regulating financial, ownership and f at the Department of the Environment, 


control criteria for Air Operating licences. Transport and the Regions (0171 890 


41 or 6242) for further details. All 
The post holder's ATOL priorities will iries will fe treated in confidence. 
include: i 


should be submitted to Roy 

+ maintaining a watching brief on financial Committee, Air Travel al the Department of the 
and economic aspects of the airline and and National Air Traffic Se: 
travel industry and ensuring the CAA’s Finance Committee. 
regulatory policies provide adequate 
financial protection for the travelling 
public, reviewing policy where 
necessary 

+ chairing and deciding the outcome of all 

ATOL appeal hearings 











demonstrate a thorough grasp of financial 
issues affecting the aviation industry. 
S/he willbe comfortable working with 
financial institutions and practices, 
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INTERNATIONAL CENTRE FOR 
DIARRHOEAL DISEASE RESEARCH, 
BANGLADESH 


FOR HEALTH AND 
POPULATION RESEARCH 


DIRECTOR 


The International Centre for Diarrhoeal Disease Research, 
Bangladesh (ICDDR,B) seeks to appoint its Director, who 
serves as its Chief Executive, for a three year term starting 
on or before January 1, 1999, renewable for an additional 
term of three years. 


“| ICDDR,B is a non-profit international research institution 


situated in Dhaka, Bangladesh. Established under a charter 
of the Government of Bangladesh, it is a premier 
international organization conducting research and training 
in diarrhoeal disease and related areas of infectious diseases, 
public health, nutrition and reproductive health. ICDDR,B 
aims to develop improved health programs through research 
conducted in four major divisions - Clinical Sciences, Health 
and Population Extension, Laboratory Sciences, and Public 
Health Sciences. The 1,400 employees include 200 
researchers coming from 10 countries. The Centre is 
“supported by 14 countries, international organizations 
including WHO and UNICEF, and a variety of private 
-foundations and corporations. 


| The post of the Director involves management of the 


Centre and guidance of its research and programs within the 
-context of the Centre’s priorities and objectives. The 
Director is also responsible for resource mobilization, 
creating institutional linkages both nationally and 

iternationally, and establishing rapport with the host 
country government and resource contributors. 


“Given the complexity of this international research 
“institution, the preferred applicant will have, in addition to a 
doctoral degree in an area of the Centre’s research focus and 
a distinguished record of scientific leadership, a high order 
of team work and management skills, intimate familiarity 
with the issues of international health and development, 
sensitivity to the multi-cultural nature of the work 
environment, and spoken and written fluency in English. 
Ability to mobilize resources and strength in institutional 
advancement are of critical importance. 


‘The compensation package offered is equivalent to an 
ASG/ADG in the UN/WHO system. In addition, there is a 

; fall range of benefits, including living accommodation and 
vehicle. 


Applications must be submitted on or before September 30, 
1998 to Professor Helena Makela, Chair of the ICDDR,B 
‘Search Committee, C/o National Public Health Institute, 
FIN-00300 Helsinki, Finland, telephone 358 9 4744 8235 
or 358 40 5003341, fax 358 9 4744 8675, email 
<pirjo.makela@ktl.fis, with a copy to Ms Julie Banfield, 
Secretary. to the Search Committee, Ditector’s Office, 

CDDR,B, GPO Box 128, Dhaka, 1000, Bangladesh, 
telephone 880 2 883 031, email <julie@citechco. net>. 
‘Selection of a candidate is expected during the November 
1998 meeting of the Board of Trustees. 


This vacancy is open to applicants of EITHER SEX. 
Applications from WOMEN are encouraged. : 
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UNOPS 


The United Nations Office for Project Services is currently seeking. an 
experienced 


Gender Advisor for United Nations 
in Afghanistan - Director Level 


The Gender Advisor will be the main focal point for all the UN agencies in 
Afghanistan on gender issues. Responsibilities of the incumbent will include; 
analyzing the current situation facing women in Afghanistan, develop a 
gender policy, aid the UN in developing ways to integrating female 
beneficiaries into development programmes, create gender-training 
protocols, review gender priorities, devise success indicators, formulate 
monitoring mechanisms for gender in selected assistance sectors and assist 
UN agencies to prepare gender action plans. 


Qualifications: At least fifteen years of experience in development 

programmes with strong experience in issues concerned with women and 

development. Postgraduate degree in development studies, social 

anthropology or related fields. Strong background in gender and: human 

rights, strong analytical capabilities as well as operational experience from. 
implementing activities in women and development programmes,’ 
Demonstrated leadership qualities including the proven capacity to conduct 
gender-training protocols. Fluency in English and working knowledge of a 

second UN language. Experience in working in Islamic countries, 

understanding of Islamic cultures and familiarity with the UN system are 

assets. Knowledge of Dart and Pushtu is a plus. Duration of the post is (1) 

year, with the possibility of extension. 


Please send applications, including curriculum vitae te Division of WAASE- 
reference: AFG/96/002 UNOPS Headquarters, 220 East 42 St., 14th fl, New 
York, NY 10017 Fax: 212-906-8906/8902 E-mail: khadijam@unops.org 


Closing Date for Submission of Applications: 30 July, 1998. Women strongly 
encouraged to apply. Only short-listed candidates will be contacted. 


d? Population Council 
PRESIDENT 


Working closely with the Board of Trustees, Council staff and research divisions, and key 
funding organizations, the President will be responsible for leading the Population 
Council. Serving as ambassador for the Council and its work throughout the world, the 
President must be highly credible with relevant research communities, international 
leadership in related fields, Council staff, and the Board. The candidate must have 
significant academic and practical credentials.in a-field or arena related to the Council's 
activities and mission, and demonstrate a high level of commitment to population 
research. The President will be expected to create and execute a strategic plan, provide 
intellectual leadership to ensure the quality, integrated relevance, and balance of the 
Council's research activities, develop and nurture the staff; and build a sustainable, 
diversified funding structure that will enable the Council to pursue its objectives. The 
candidate must demonstrate 4 strong belief in building.a complete, unbiased body of 
knowledge on population and its impact throughout the globe. The candidate must have a 
proven track record in a significant leadership role. He/she will have had experience 
dealing effectively with a board in a multi-cultural organization. Success raising and 
allocating funds is essential. 


The Population Council, a nonprofit, nongovernmental research organization established 
in 1952, seeks to improve the well being and reproductive health of current and future 
generations around the world and to help achieve a humane, equitable, and sustainable 
balance between people and resources. Research and programs are carried out by three 
separate divisions. Headquartered in New York City, the Council maintains an 
international presence through its Washington DC, five regional and. 13 country offices. 
430 women and men from more than 60 countries work for the Council, over a third of 
whom hold advanced degrees. Approximately $0 percent are based in developing 
countries. The staff collaborates with developing-country colleagues to conduct research, 
and programs in some 50 countries in Africa, Asia, Latin America, and the Caribbean, 


The Council is governed by a board of trustees composed of | men and women from 12 
countries. This group includes leaders in international population programs, development 
activists, business people, physicians, and social scientists. The Council relies on funding 
from governments. foundations and-other nongovernmental organizations, intemal 
sources, multilateral organizations, corporations, and individuals: 


Compensation and benefits will be competitive with those offered by similar institutions 


Jennifer Bol 
Heidrick & Struggles, inc. 
245 Park Avenue, 
“Suite 4300, New York, 
“New York ` 10167, USA. 
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Director of The Centre for the study of 
Forgiveness and Reconciliation 








salary circa £45,000 


As we approach the end of the 20th century it is increasingly Your track record in peace/conflict resolution studies will be 
clear thar despite ongoing armed conflict, the resolution of world matched by excellent financial and project management abilities, 
problems is to be found through the patience of debate You will also have the viston, creativity and integrity to inspire and 























and discussion. communicate at all levels, from fellow academics to students, 

: d reconciliation represents a critical Politicians and decision makers, 
area of study which has implications for us all - and you will be in If vou feel you have the qualities and achievements to meet the 
the front line of establishing Coventry as a leading national and demands and challenges of this high-profile role, then we would like 
international centre in the field, to hear from you. : 
A high calibre achiever with proven teaching, research and Please send your CV in. complete confidence to Tim Lewindor 
publication credentials, you will provide the academic and Director, Riley Consultancy, Lopex House, 33 Pilcher Gate, 
organisational leadership for our Centre which is unique in the UK, Nottingham NGI 1PX (telephone: 0115 958 9958, 





fax: O115 941 2114), or-via e-mail to lou 

will be key aspects of your role as you utilise. (UOWNS pare number 600/EC, to arri 
Lge agi bana than Monday 20 July 1998, 

your influence and persuasive skills in raising Ape 


® 
both our profile and reputation. You will be 
active in encouraging research, as well as the ] e 
development of relevant courses and modules 
at undergraduate and postgraduate level. ecONSULTANCY 4 


wno@riley.co.uk, 
ve no later 






‘Generating income and international links 










STANDARD 
& POOR'S 


Platts 


ENERGY ECONOMISTS 


Standard & Poor's Platt’s, a global leader in providing business solutions to executive decision makers in business, finance and government, 

has two positions available immediately in its Energy Group. The Platt’s Energy Group is responsible for performing consistent, quantitative | 
energy market analysis across all fuels, sectors and regions. The Energy Group works closely with colleagues in other McGraw-Hill Business 
units to provide the most timely and insightful view of the changing conditions and business opportunities within energy markets. ; 

















Principal, European Energy Consulting: to lead a ream of energy economists responsible for European energy market analysis, 
forecasting and related consulting. The team leader would have primary responsibility for generating and managing consulting projects in ot 
market share analysis. The individual in this position would also interact with the manager of global energy publications in the US to produce 
the long-term energy forecasts for European countries that are an integral part of Platt’s World Energy Service. An advanced degree in 
Economics, Econometrics or a related field is required. An energy background is essential. Management experience would be preferred, 













Energy Economist, European Energy Consulting: to join the European Energy Consulting team to assist with both 
consulting projects and long term energy forecasting for European countries as part of Platt’s World Energy Service, The World Energy 
Service is a comprehensive, integrated, internet-based series of long-term country energy forecasts and written commentary. The analyst 
would be expected to access multiple electronic sources of information and to work with computerised databases and models. A 
Bachelor's or Masters degree in Economics, Econometrics or a related field is required. Experience with European energy market 
analysis and familiarity with multiple programming packages would be preferred. 








Please reply, sending career details, to:- Paul Jenkinson, Vice President, International Human Resources, Shoppenhangers Read, 
Maidenhead, Berkshire SL6 2QL. 





A Division of The McGraw-Hill Companies: 
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The Oxford 
=] Advanced 


anagement 
Programme 


Presents a global overview of the business enterprise and its strategic challenges. Oxford’s 
four-week AMP provides a unique opportunity to stand back and pursue your own learning 
agenda, assisted by a top class team of individual tutors and in the company of some of the 
most international and high calibre senior executives. 


BUSINESS AT OXFORD 


27 September - 25 October 1998; 10 January - 7 February 1999 


Return to Maureen Campbell, Templeton College, Oxford, OX] SNY, UK 


Please send details of: 
“| The Oxford Advanced Management Programme 
_| The Oxford MBA 


f 
{ 
= 
| 











Tel: +44 (0)1865 422771; Fax: +44 (0)1865 42250] 
Email: amp @templeton.oxford.ac.uk; Internet: hitp://www.templeton, ox.ac.uk 
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Welcome to China, 


Ce a summit. that brings together the 
leader of the world’s most powerful 
country and the head of the world’s biggest 
emerging power be anything less than a 
world-shaping event? After China’s presi- 
dent, Jiang Zemin, visited America last Octo- 
ber, the two sides talked of building a new 
“strategic partnership”. The backdrop to Bill 
_ Clinton’s return visit to China this week 
would seem to underscore the need for some- 
thing to restore stability in Asia. Last month 
India and. Pakistan shook the world with 
their nuclear tests. Elsewhere, from Indonesia 
to Japan, governments are struggling to fend 
off ever worse financial woes. Amid all this, 
China seems to some to be an island of stability, perhaps a 
new economic leader in the region, worthy of a seat at the G7’s 
top financial table. Yet nothing much world-shaping, or even 
Asia-shaping, will result from Mr Clinton’s trip to China. Not 
least because China is not up to it. 

China iscertainlya growing power to be reckoned with in 

Asia, and Mr Clinton’s visit is an acknowledgment of that. Yet 
it would be dangerous to confuse China’s sheer size or even its 
past military strong-arm tactics—grabbling reefs in the South 
China Sea, lobbing missiles into the sea lanes near Taiwan— 
with real influence over Asia’s current problems. It makes 
sense for Mr Clinton to engage China where possible: there 
are plenty of issues, from weapons proliferation to trade or 
environmental problems, that can usefully be discussed at 
this summit. But talk of strategic partnership misrepresents 
China’s attitude to its role in the world. In many respects, it 
has yet to decide whether it will go on being part of the prob- 
lem or work with others to find a solution. 

That said, China is changing rapidly. Most ordinary Chi- 
nese are freer now than at any time since Mao launched his 
communist revolution—though admittedly that is not saying 
much. The Communist Party, nominally in charge of China’s 
economic reforms, is itself straining to keep pace with the so- 
cial and political changes the reforms have brought about. 
More and more Chinese can now buy their own flats, run 
their own businesses and, in a few instances (and despite an 
overall human-rights record that remains poor), defend 
themselves against overweening officials through the courts. 

Yet China is still a hugely fragile place, with wrenching 
economic changes ahead. If it seems more stable today than 

_Indonesia or South Korea, that is because it has yet to push 
through the tough reforms—to its debt-ridden banks and 
moribund state enterprises—that are needed to ensure con- 
tinuing rapid growth. As these reforms bite, unemployment, 
already rising, will get worse. As social tensions and regional 

-rivalries intensify, the government may yet lose its nerve and 
crack down hard, as it did in 1989. 
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‘tightened regulations on the sale of nuclear techno 






































Mr Clinton 


But it is not just China's internal strains 
that prevent it playing partner to America, or 
indeed anyone else, in Asia. China is still a 
revisionist power, unhappy with the territo- 
rial status quo, and often reluctant to accept 
international rules that in its years of Mao- 
led seclusion it did not help to write. Fo ex- 
ample, China still considers Taiwan a me 
renegade province. Its missile firings an 
military manoeuvres near the island 
years ago were a brutal attempt to intimida 
voters before Taiwan’s first fully free p 
dential election. It backed off only when 
America sent two aircraft carriers to extend a 
protective arm to the island. Having gone so 
close to the brink of conflict, rather as America and the Soviet 
Union did after the Cuban missile crisis of 1962, America and 
China sensibly declared a truce and set out to stabilise the 
relations. But their differences run deep. 

Similarly, China has recently been mending fences 
South-East Asia, where its earlier reef grabs had caused wid 
spread alarm. Yet it has not given up its claim to vast tracts 
ocean there—and the resources that are presumed to lie und 
them. China did make a welcome, if modest, contribution 
the rescue packages put together by the mmr to help cope with 
the first bout of financial turbulence in East Asia. It has since 
made much ofits refusal to devalue the yuan (which might set 
off another damaging round of currency instability in ther 
gion, harming China too), contrasting its “restraint” with 
pan’s delay in boosting its economy to take some of the strain 
off its neighbours. Yet, arguably, China’s earlier devaluation 
contributed to last year’s problems for the region’s smalle 
economies. For all its foot-dragging over domestic reform, J 
pan has done, and will be doing in future, far more than 
China ever could to keep its troubled neighbours afloat. 


Modest hopes 


It is not that China and America cannot do business together, 
just that the nature of the business they can usefully do is sti 
limited. China wants to join the World Trade Organisation, _ 
so as to defend itself against protectionist measures taken by 
others, yet is unwilling so far to drop enough of its own re- 
strictions on foreign business activity in China. Getting 
China into the wro is a worthwhile goal, but, as America and 
others point out, only on sensible terms. 
China wants respect as a great power, yet has been slow to 
take on the responsibilities that go with the rank. Through its 
contacts with North Korea, it has helped to stabilise the Ki 
rean peninsula (having earlier opposed sanctions on Nort 
Korea for breaking the Nuclear Non-Proliferation Treaty). 
China itself signed the Nrr only in 1992. More rec 





abroad. Yet Chinese firs do not ahas ober these rules An 
"anyway much damage to the non-proliferation cause had by 
_ then been done, some of it by helping Pakistan’s nuclear pro- 
„gramme. Since the Indian and Pakistani nuclear tests, China 
_ has co-operated diplomatically with America and others in 
-calling for a cap on the arms race that is now likely to follow. 
-Yet China is loth to take the initiative in building confidence 
by being more open about its own nuclear weapons. Mean- 


~ while it continues to provide missile technology to unstable 


parts of the world, including the Middle East. 

So, for all the talk of partnership, there is much that di- 
vides America from China, and indeed China from most of 
its neighbours. Occasions like this week’s summit offer a good 
chance to talk over such differences—not least because for 
many years yet a rising China will have a greater capacity to 
do harm in Asia, rather than good. But do not expect miracles. 


m | 





Japan's sick banks 


_ Radical surgery is a daunting prospect, but it is better than the alternative 


Y NOW the Japanese government has learned the hard 
way that it is much easier to start a banking crisis than to 
stop one. Unfortunately, it doesn’t seem to have learned 
much else. Since America decided to support the yen last 
week, officials in Washington have been clamouring for ur- 
: ugent repairs to Japan’s financial system. They talk of a “win- 
"dow of opportunity” (a cheerful way of putting it). Still noth- 
“ing happens. It is no longer merely disappointing, but 
‘something closer to incredible, that Japan’s government has 
yet to produce a proper bank-restructuring plan. Each occa- 
-. sional sign of courage—such as deciding several months ago 
- to let several banks close and to accept that public money will 
- need to be spent—has quickly come to nothing. 
Events may slide beyond the reach of the Japanese govern- 
‘ment. The financial crisis continues to whittle away the 
banks’ capital and more loans are turning sour. With prob- 
lem loans already at more than ¥77 trillion, confidence in the 
system is evaporating and banks may be forced to curb their 
_ lending sharply. Some have already done so. Their shares are 
“weak, and many banks’ cost of capital is rising (see page 79). 
The latest victim of the crisis is Long Term Credit Bank, one of 
-Japan's biggest lenders, whose share price has collapsed be- 
cause of fears that it would buckle under duff loans. Official 
assurances that the bank was safe have been widely ignored— 
~ which is telling, albeit far from surprising. 


- Shrink-wrapped blueprint 
Japan is not the first rich country to suffer a financial crisis. 
~ Why then does it behave so cluelessly? America’s savings-and- 
loan fiasco of the 1980s was, after much dithering, eventually 
contained in less than three years by the government's Reso- 
~ lution Trust Corporation, which was charged with disposing 
_ of bust institutions’ assets. Sweden’s recent banking mess was 
sorted out in a similar way. A government agency hired pri- 
_ -vate-sector bankers to buy dud assets from banks, repackage 
- them andsell them. So well did these hired hands do that they 
recouped most of their costs. 
_ The difference in Japan is mainly one of scale. Its banks 
have far more bad loans, relative to the sizt of the economy, 
-than America’s thrifts ever had. But that only makes prompt 
< and decisive action all the more necessary. The greater scale 
“does not alter the fact that,in principle, the Japanese banking 
~erisis-has much in. common with the problems faced, and 
dealt with, in America and Scandinavia. 
The latest idea circulating in Japan is the vague notion of 
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creating a “bridge bank” to lend money to supposedly viable 
companies whose banks fail. The idea may sound all right, 
but needs to be closely examined. It is unclear who would run 
the bank. If its levers were pulled by bureaucrats, as seems 
likely, it could end up merely throwing good money afterbad 
by propping up undeserving companies. This is exactly what — 
commends the idea to politicians. One mooted scheme, to 
use Long Term Credit Bank as the rump of the new institu- 
tion, is just absurd: to entrust new lending to.a bank that has 
already squandered so much would be indefensible. 

Better, then, to copy the Swedes and Americans. As a first 
step, the government should allow the weakest of the smaller 
banks to go bust. Simply injecting them with capital, as it has 
so far done, rewards the worst-run and does nothing to re- 
duce bad loans. This leads on to the next necessary step: de- 
velop the little-used bad-loan agency, the Resolution Collec- 
tion Bank, and set it to work buying bad loans. These could 
then be rebundled, if necessary, and sold at the best available 
price—within a set period, though not necessarily straight 
away. Bigger banks offering to take over the better assets of 
failed banks could then be given new money to boost their 
capital ratios. 

This would ensure that big banks gave something in re- 
turn for the taxpayers’ money, and would reduce overcapac- 
ity in the financial system as Japan’s “big bang” financial lib- 
eralisation takes hold. With the system purged of its worst 
banks and loans, financial markets would regain confidence 
in the banks that were left and would start charging them less 
for their capital. The industry would start to recover. Foreign 
banks, which have steered clear of buying Japanese rivals for 
fear of taking over undisclosed debts, would be more willing 
to put new capital into the system. 

Such a plan will require the government to act swiftly and 
boldly. That may seem as good as saying, “Then forget it.” But 
consider the alternative. Unless the markets see new purpose 
and determination, they will continue their onslaught on the 
banks, forcing even the strongest to cut their lending. Matters 
will only get worse, and Japan’s current recession—still mild 
by Western standards—could turn. into something really 
frightening. Perhaps the government should look at it this 
way: the really bold and radical thing to do would be to con- 
tinue to stand back and watch that disaster take its course. 
Sorting out the banks right now is actually the timid, indeci- ; 
sive, tinkering thing to do. Does that help, 
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Stretching Jerusalem 


Israel’s provocative idea demands stern intervention by America if it is not to 


kill all hopes for peace in the Middle East 


O; ALL the Middle East’s impossible issues, Jerusalem, it 
has long been argued, is best left to the last: once every- 
thing else is sorted out, the irreconcilable may perhaps be rec- 
onciled. True or not, there is no questioning the rider to the 
proposition: thathigh-handed unilateral action to determine 
the future ofa city that both Israel and the Palestinians claim 
as their capital could well destroy any hope of a peace agree- 
ment. Yet, Israel, seemingly deaf to this logic, is once again 
embarked on such action. 

The two sides promised, when they signed the Oslo peace 
agreement in 1993, that the status of Jerusalem would stay 
unchanged until they negotiated its future as part of a final 
settlement. Strictly speaking, its political status has not al- 
tered. Instead, Israel has used demography. The peace talks 
were frozen 16 months ago when Israel began building a large 
Jewish settlement, Har Homa, in an Arab area. Last weekend, 
as the Americans struggled to unfreeze the talks, the Israeli 
cabinet gave initial approval to a plan that expands Jerusa- 
lem’s municipal borders, partly by including (though not an- 
nexing) two Jewish settlements east and north of the city and 
the West Bank land between them and the city (see page 45). 

Is there any “peace process” still left to save? Making that 
question yet more vexed, the Israeli government is consider- 
ing a non-binding referendum on America’s proposal for a 
small, staged withdrawal from the West Bank. The charitable 
view of this poll is that Binyamin Netanyahu, Israel’s prime 
minister, is seeking popular support to squeeze acceptance 
out of his hardline cabinet. But the American plan, crucial as 
it is to getting talks restarted, deals only with one of the three 
interim “redeployments” that were supposed, under Oslo, to 
precede the final-settlement talks. If a slow-motion referen- 
dum has to hold matters up at this stage, the hopes of pushing 
on to a realistic, worthwhile settlement are dim indeed. 

Acting on the principle that possession is nine-tenths of 
the law, Mr Netanyahu appears to bank on the Palestinians, 


Once more in Colombia 


A new president must mean a new effort to end the country’s guerrilla violence 


EN before he takes office on August 7th, Colombia’s 
newly elected president, Andres Pastrana, must face an 
old task: to end his country’s long-running guerrilla violence. 
This, not the United States’ fixation on drugs nor even Colom- 
bia’s shaky economy, should be his main concern. Unless it 
can be achieved, the long-term prospects for the economy are 
uncertain, and any pretence of tackling drug-dealing entirely 
empty, since the left-wing guerrillas and their right-wing 
paramilitary rivals alike live off that trade. More important, 
in large swathes of rural Colombia, the ordinary citizen will 
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unequal partners in the peace process, having no option but 
to wait quietly for whatever crumbs the squabbling Israeli 
government may be prepared to drop. And they will not get 
even the crumbs unless they ensure that no dissident or des- 
perate Palestinian attacks an Israeli citizen. 

This security pledge is intrinsic to the original land-for- 
peace bargain. But with limited power over small enclaves of 
land that are often cut off from one another, let alone from 
the outside world, by Israel’s summary border controls, the 
Palestinians are growing ever more dissident and desperate. 
A recent report by the ımFs Middle Eastern Department re- 
veals how cruelly economic conditions in the West Bank and 
Gaza have deteriorated since peace broke out: by the begin- 
ning of last year, the unemployment rate was 15% higher than 
in 1993, and income per head 20% lower. These are sour re- 
wards for peace. Yet they would be endurable if there were 
genuine hope of better, more independent and more honour- 
able, times to come. Unfortunately, nothing that the Netan- 
yahu government has yet offered justifies such hope. 


Violence or persuasion? 
So where will the Palestinians turn? Weaklings compared 
with the Israelis, they have two possible forms of pressure. 
One is force, albeit suicidal—in all senses of the word. They 
ponder a reprise of the intifada, the uprising in the late 1980s 
that eventually helped to bring the Israelis to the negotiating 
table. A new intifada, it is acknowledged, would bea grimmer 
affair: men with arms, not boys with stones. Or they could 
turn to world opinion, nearly all of it critical of Israel, which 
buttresses, or should buttress, their weakness as negotiators. 
Without America’s influence, the Palestinians might al- 
ready have been repulsed from the table. But this influence 
does not extend to pressing the Israeli government to break a 
pattern that is steadily pushing a Middle East peace out of 
sight. Until it does, the descent to violence seems ineluctable. 


continue to go in fear of both groups—and, too often, also of 
the army that is meant to be fighting them. 

Can it be done? The violence is not civil war: even now, it 
is far short of all But the earliest days of the struggle in South 
Vietnam, to which Colombia is sometimes compared. Yet the 
blood-letting has grown much more widespread in the past 
two years. So has the area of guerrilla influence. Parts of the far 
south are virtually controlled by the FARG, the Revolutionary 
Armed forces of Colombia, the larger of the two main guer- 
rilla groups, and it and the smaller ELN (National Liberation 
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Army)are active across still wider tracts of the south and east. 
The paramilitaries mainly flourish in the north-west. They 
come in many varieties, serving local bosses. But increasingly, 
and since last year, formally, they talk and act in unison. They 
area real force, and a vicious one, guilty of recent massacres of 
allegedly pro-guerrilla civilians far nastier than anything 
done by the guerrillas. 

None of these illegal armies will lightly lay down its arms. 
Nor indeed will those of the government: the current presi- 
dent, Ernesto Samper, who has tried more than once—genu- 
inely, if unsuccessfully—to move towards peace with the guer- 
rillas, last year had to sack his armed-forces commander, who 
disagreed with his attempts. 

Yet there are reasons for hope. One is simply that there is a 
new president, another that he is not linked to Mr Samper. 
Both of the candidates in the election on June 21st had prom- 
ised to seek peace, and both probably meant it. But the loser, 
Horacio Serpa, was a close associate of the outgoing Liberal 


president. The Conservative Mr Pastrana not only wasa fierce 
rival but shortly before voting day had sent his chief aide to 
talk to the leader of the FARC, and aims to do so soon himself. 
That is the bigger reason for hope: that the two guerrilla 
groups and the paramilitaries all say they are willing to talk— 
on conditions, of course, and not trivial ones. 

From talking peace to making it is a big step. Nor is Co- 
lombia’s history encouraging: a deal made in 1984 fell apart 
after guerrillas who had tried to rejoin civil politics were mur- 
dered in large numbers by death-squads. Today's guerrillas 
will be the more wary of making a deal at all. Yet, even if they 
cannot be defeated by force, they must know they cannot win 
either. And avowed Marxists though they are, they talk the 
language of “social justice”, not one-party dictatorship. The 
1990s have brought deals in Latin America that ended long 
conflicts in El Salvador and Guatemala, countries that were 
just as divided as Colombia, and bloodied by far viler atroc- 
ities. A deal is possible in Colombia too. 





Battling Bill wins a round 


A court victory for Microsoft still leaves a serious case to answer 


HIS week Microsoft is entitled to celebrate. A federal ap- 

peals court reversed an earlier court ruling that had 
granted a preliminary injunction forcing the software com- 
pany to offer a version of its Windows 95 operating system 
without its Internet Explorer Web browser. The ruling deals 
with a relatively narrow issue: Microsoft's alleged violation of 
a 1995 consent decree preventing the company from tying 
applications software to the licensing of Windows. But it will 
have a bearing on the broader antitrust case filed against 
Microsoft by the Department of Justice (Doj) last month. 
Thomas Penfield Jackson, the lower-court judge who made 
the earlier decision, will hear the main antitrust suit and will 
have to take note of the appeal court’s views—and in particu- 
lar the striking reluctance of the judges who delivered this 
week’s decision to become involved in arguments about 
whether the integration of the browser with Windows was for 
the welfare of consumers or just a ruse to see off a competitor. 

However, Bill Gates should hesitate before he pops the 
champagne. Whether or not Microsoft indulged in “tying” is 
not the key point at issue in the broader case. True, that ques- 
tion matters because the poy believes that Microsoft has used 
tying as a tactic to maintain its market power. More impor- 
tant, though, is whether, as a monopolist, Microsoft has be- 
haved in a way that is inconsistent with its legal responsibil- 
ities. The appeals court did not deal with this charge. Mr 
Gates, writing in The Economist two weeks ago, also dodged 
the issue. Yet the evidence, much of it in the form of emails 
sent by Microsoft employees, is disturbing. 

The appeals court acknowledged one important point: 
that the installed base of Windows software “constituted an 
exceptional advantage and created exceptional risks of mo- 
nopoly” and that the “widespread use of multiplatform 
browsers as user interfaces has some potential to reduce any 
monopoly-increasing effects.” That could prove significant, 
given that Microsoft bitterly contests the fact that it even has a 
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monopoly. As for Mr Gates, he dismissed a mountain of evi- 
dence concerning Microsoft's intentions as a “handful of 
statements—many by relatively junior staffers—that can be 
taken out of context to paint a misleading picture.” 

Apart from the indisputable fact that many of the emails 
collected by the poj are from Microsoft's most senior officers, 
the picture they paint is actually quite clear. They reveal that 
Microsoft was extremely rattled by the success of Netscape’s 
Navigator browser, seeing it as a threat to the dominance of 
Windows, especially when combined with the Java program- 
ming language, which can work with any operating system. 
Rather than let the market decide between rival approaches 
to computing, Microsoft used the distribution muscle of Win- 
dows and its financial clout to persuade pc makers, Internet 
service providers (1sps) and others to push its own browser 
instead. The emails show, too, how Microsoft devised a strat- 
egy to undermine the most important claim for Java: that 
applications written in Java can run anywhere. Put together, 
such evidence constitutes a tough charge against Microsoft. 


Keep the speed down 

Has the appeal court’s ruling made the poy’s job harder? Pos- 
sibly, but even if it has, the case is still worth pursuing. There 
are plenty of signs that Microsoft is behaving more cautiously 
and less aggressively. It has torn up exclusionary contracts 
with 1sps and is now negotiating constructively with pc mak- 
ers who want to customise the “first screen” of their comput- 
ers and add features of their own—something which Micro- 
soft would have abhorred in the past. An antitrust investiga- 
tion is like being followed by a police car. The driver obeys the 
speed limits, signals punctiliously, treats other road users 
courteously. Although the antitrust action against 1BM in the 
1970s was ultimately aborted, it created a politer Big Blue—to 
the advantage of both computing and consumers. 
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nternational Festival! 


of Music Lucerne 
| August 19 - September 16, 1998 


i Join us as we celebrate our 60th anniversary. 
Major events to take place in our new spectacular concert hall created by 
i French architect, Jean Nouvel and acoustic engineer, Russell Johnson 


«Festival of Festivals» with: 
Festival of Salzburg, 
Bayreuth, London Proms, 
Jazz Festival Montreux 


18 symphony concerts, featug 
Berlin Philharmonic Orchestt laudi 
Vienna Philharmonic Orchest l { 


Chicago Symphony Orche 4, Daniel Barenboim 
is Angeles Phitharmonic @ estra, Esa Pekka Salonen 





Symposium: «Music Festivals of the 21st century» 

August 30 - September 2, 1998, Palace Hotel, Lucerne, Switzerland 
Speeches, round tables, presentations, open to the public 

(for tickets contact the numbers below) 


Premiere: 1st Lucerne Piano Festival, November 19-22, 1998 
į with Murray Perahia, Anatol Ugorsky, Katia und Marielle Labèque, 
Michel Petrucciani, Till Fellner, Alfred Brendel 
E E E E E E E E M E E E A N 
We invite you to Lucerne/Switzerland . 
Phone +41 41 226 44 00, Fax +41 41 226 44 60 
Internet www.LucerneMusic.ch 


e-mail LucerneMusic@LucerneMusic.ch 
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Will your firm be a winner in the battle for global 
Global investment banking strategy: 
Insights from industry leaders 


he investment banking community is in a state of 

unprecedented change. Rising costs as well as changing 
customer and competitive dynamics are pressuring once- 
healthy profit margins. Consolidation within the industry is 
accelerating. Both the supply of, and demand for, capital 
worldwide are on the upswing, creating substantial opportu- 
nities for the industry. These forces are compelling invest- 
ment banks worldwide to revamp their strategies for growth 
and profitability. 


Develop an action plan for the future 


To help the investment banking community respond to 
the forces of change, the Economist Intelligence Unit has 
published Global investment banking strategy. Written 
in co-operation with A.T. Kearney, a leading management 
consulting firm, this report outlines how industry leaders 
are responding to the challenges of privatisations in 
emerging markets, regional alliances, regulatory upheavals, 
and more demanding institutional and retail clients, 


Learn from the lessons of these pioneering firms 


e Credit Suisse First Boston. Becoming a global, full-service firm. 
e Donaldson, Lufkin & Jenrette. Limiting focus to high margin product 
niches. e HSBC Holdings. Keys to profitability in relationship banking. 
e Goldman Sachs. Taking on its bulge bracket rivals. e Merrill Lynch. 
Diversifying while being responsive to customers. e Nomura Securities. 
Capitalising on a retail base while repairing a tarnished image. e UBS. 
Merging disparate corporate cultures while keeping a client franchise. 





market share? 


Learn from the insights of more than 
90 CEOs and senior executives worldwide 


Based exclusively on in-depth personal interviews with 
more than 90 CEOs and senior executives at about 50 finan- 
cial services institutions worldwide, this report outlines the 
pressing issues that face investment banks: 


= Comparing a full-service view with a regional focus. 
Does offering one-stop shopping make sense? The pros and 
cons of webbing—alliances between groups of investment 
banks. Is there still a place for boutiques? 


a Optimising your product mix. Making profits on new 
products before commoditisation sets in. Finding the right 
product mix. How to avoid buying market share by under- 
pricing. Building a brand name and reputation. 


m Harnessing technology. The high cost of retail networks. 
The pitfalls of discount brokerages and Internet trading. 


m Targeting the middle market. Is it worth the effort? Do 
commercial banks have an advantage over bulge bracket 
firms? 

a Establishing an efficient organisation. Should your 
organisation be product line, geographically or functionally 
driven? How to integrate disparate corporate cultures after 
a merger. When and what to outsource. 


= Setting compensation standards. The pros and cons of 
basing compensation on customer profitability versus 
service centres. 


# Benchmarking returns. How to increase shareholder 
value through appropriate balance-sheet management. 
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strategy: Insights from industry leaders at US$795 each. Account name: The Economist Group (Asia/Pacific) Limited 


(Please enclose a copy of your telegraphic transfer instructions) 








1 1 enclose a cheque for US$ (made payable to 
The Economist Group (Asia/Pacific) Limited). 
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CLINTON IN CHINA 





As China rises, must 


others bow? 


No, says Joseph Nye, of Harvard’s Kennedy School of Government. The China 
Bill Clinton will discover during his visit this week is a country more con- 
cerned with economic growth than military power, and unlikely to be able to 
assert leadership in the region so long as America stays involved 


EY since Thucydides’s explanation of 
the Peloponnesian war, historians have 
known that the rise of a new power has 
been attended by uncertainty and anxi- 
eties. Often, though not always, violent con- 
flict has followed. The rise in the economic 
and military power of China, the world’s 
most populous country, will be a central 
question for Asia and for American foreign 
policy at the beginning of a new century. 
Explaining why democratic Athens de- 
cided to break a treaty that led to war, Thu- 
cydides pointed to the power of expecta- 
tions of inevitable conflict. “The general 
belief was that whatever happened, war 
with the Peloponnese was bound to come,” 
he wrote. Belief in the inevitability of con- 
flict with China could have similar self-ful- 
filling effects. 

Thucydides attributed the real cause of 
war to the rise in the power of Athens and 
the fear that created in Sparta. One does not 
have to linger long in Washington these 
days to encounter anxiety about China. 
President Clinton’s visit to Beijing has been 
broadly criticised. Three times in two 
weeks recently, the House of Represen- 
tatives rebuked the administration over 
China by large majorities. To some extent, 
those votes reflected partisan wrangling in 
an election year. Republicans have made 
campaign issues out of the sloppiness of 
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Democratic Party fund-raising and ques- 
tions of technology transfer involved in al- 
lowing China to launch American com- 
mercial satellites. (Whatever the wisdom of 
allowing such launches, the policy origi- 
nated in Republican administrations.) 
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administration’s Asia policy. 
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The domestic politics of China policy, 
however, are more complicated than these 
particular issues. Many Democrats also 
voted to condemn the president's visit. The 
split over China policy is not between liber- 
als and conservatives. As the speaker of the 
House of Representatives, Newt Gingrich, 
has said, “Some of my friends are in the op- 
ponent business and want a new enemy.” 
In addition, America’s religious right ob- 
jects to religious persecution and forced 
abortion; liberals object to human-rights 
violations and worker exploitation. Both 
the liberal New Republic and the conserva- 
tive Weekly Standard call China “totalitar- 
ian”, though today’s market communism is 
a far cry from the real totalitarianism of 
Chairman Mao. The domestic politics of 
China policy, however, are a strange alli- 
ance of left and right against the centre. The 
central lines of policy have been in place 
since the Nixon administration. The policy 
was broadly accepted during the cold war, 
but criticised after the 1989 Tiananmen 
Square killings. 

Ironically, Bill Clinton attacked George 
Bush’s China policy (from the left) in the 
1992 campaign, but soon switched to the 
centre once he was in office. Now Mr Clin- 
ton has inherited the criticism, and finds 
support for his trip from none other than 
Mr Bush. In a recent speech, Mr Clinton de- 
fended his trip: “Some Americans believe 
we should try to isolate and contain China 
because of its undemocratic system and hu- 
man-rights violation, and in order to retard 
its capacity to become America’s next great 
enemy ... Choosing isolation over engage- 
ment would not make the world safer. It 
would make it more dangerous.” Critics to 
the contrary, Mr Clinton’s rationale 
stressed long-term strategy, not short-run 
commercial considerations. 

Whatare the facts about China’s power? 
The “rise of China” is, of course, a misno- 
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rope and America. China’s experi- 





“omer. “Re-emergence” would be 
more accurate. By its size and his- 
tory, China has long been a major 
power in the Asia-Pacific region. 
Technologically and economically, 
China was the world’s leader 
(though without global reach) from 
500 to 1500. Only in the past half- 
millennium was it overtaken by Eu- 


ence was partly the result of 
internal problems, but it also re- 
flected broader global changes that 
affected the world as a whole. Japan 
was the Asian leader in adapting to 
‘these global economic forces, and 
its early success compounded Chi- 
na’s losses between 1895 and 1945. 
Before 1979, China was not yet 
part of the East Asian transforma- 
tion. In 1978, China was poorer per head 
than Korea or Taiwan in 1960. Since then 
China's history has been dominated by eco- 
nomics, with growth rates of 8-9% per year 
that have led to a tripling of its GNP in less 
than two decades. At a more sustainable 
rate of growth of 6% per head, China would 
reach $10,000-per-person income in 30 
years and its economy would then total 
about $16 trillion, or twice the size of the 
current American economy. The Asian 
‘Development Bank projects Chinese in- 
“come per head to reach the equivalent of 
about 38% of the United States’ in 2025, 
about the same relative level that South Ko- 
rea reached in 1990. 


Look both ways 


Linear projections are suspect, and China 
faces short-term problems with its state- 
owned enterprises, its shaky banking sys- 
tem and the value of its currency. Over the 
jong term, the Asian Development Bank 
posits two scenarios (assuming no major 
political disruptions). The optimistic sce- 
nario foresees growth of 7-8% per head over 
the next decade, falling toward 5-6% in the 
2020s as dependency rates rise and savings 
fall. Under the pessimistic scenario, China 
would fail to make essential reforms and 
bottlenecks and growing income equality 
would slow growth to 4-5% per head. Even 
at the higher growth rates, China would lag 
-behind the oxcp countries in terms of in- 
come per person. 

Is China’s growing economic strength a 
base for equivalent military power? Thean- 
swer is contentious, since China does not 
divulge all its defence-related expenditure. 
The official military budget does not ac- 
count for the 600,000 People’s Armed Po- 
lice, nuclear-weapons procurement, some 
2 defence-related RAD, or soldiers’ pensions. 
= In a recent book, “The Coming Conflict 
with China”, Richard Bernstein and Ross 
Munro argue that 

the official Chinese military budget for 1996 was 
69.8 billion yuan or about $8.7 billion. The most 


22 


conservative western analysts would multiply 
that figure by three, to reach a $26.1 billion 
amount. That is already close to half the Japa- 
nese defence budget, which is roughly $50 bil- 
lion, Our multiple of ten would put China’s ac- 
tual defence spending at around $87 billion per 
year, which would make it nearly one-third the 
amount of American spending. Moreover, the 
1996 figure was 11.3% higher than 1995. 


Other analysts are less alarmist than 
Messrs Bernstein and Munro. The East- 
West Centre in Hawaii argues that 

China’s military modernisation is still far from 
meeting its defence needs. Military expenditures 
have been very low, especially when considered 
against the size of the country and military... 
China’s low military spending reflects a clear- 
cut policy choice—that military modernisation 
is subordinated to and supportive of national 
economic reconstruction. 
Military spending dropped steadily in the 
1980s. In the 1990s, it began to increase 
moderately, partly in response to the events 
of Tiananmen Square in 1989 and partly 
due to the lessons of the Gulf war two years 
later. Much of China’s increased spending 
was applied to salaries and infrastructure, 
not to weapons systems. 

American government figures show 
that, adjusted for inflation, China’s mili- 
tary spending declined slightly between 
1984 and 1994. Much of China’s equip- 
ment is obsolete; command, control and 
communications capabilities are weak; 
combined-forces exercises are limited; and 
power-projection capabilities are very lim- 
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“CLINTONIN CHINA 
ited. In the Taiwan Straits imbro- 
glio of 1996, most expert observers 
believed that Taiwan could have re- 
pelled a cross-straits invasion even 
without the United States’ navy be- 
coming involved. 

Chinese capability to fight a se- 
rious engagement in the South 
China Sea is also doubtful. A leaked 
American navy report concluded 
that the Chinese air force and naval 
air force are “obsolescent and in- 
capable of mounting any effective 
large-scale and sustained air 
operations.” 

Chinese military leaders are 
well aware of these deficiencies and 
want to correct them. The Gulf war 
showed them how far China lagged 
behind modern: military capabili- 
ties, and the Taiwan events of 1996 rein- 
forced their concern to improve their off- 
shore capability. Because of the economic 
distress of the former Soviet states, and 
joint Russian and Chinese concerns about 
American global dominance, China has 
been able to import impressive ex-Soviet 
equipment at reasonable prices. The key 
question, however, is how quickly new im- 
ports and investments will remedy the cur- 
rent defects of Chinese military forces. 


The systems question 

Those who wish to paint an alarming pic- 
ture concentrate on the new equipment 
and its capabilities. Those who wish to 
paint a less alarming picture point out that 
success in battle requires the integration of 
new equipment with existing capabilities 
and doctrines, many of which remain defi- 
cient. For instance, having first-class long- 
distance fighters or even an aircraft carrier 
does not ensure dominance of the South 
China Sea unless logistics and command 
and control are adequate to the task. It is 
not enough just to have a few pieces of the 
puzzle. 

David Shambaugh, an analyst of the 
Chinese armed forces, argues that “The re- 
cent hype in the media and by those in the 
American political system about the so- 
called Chinese threat is grossly overblown, 
not empirically grounded, irresponsible 
and politically dangerous.” 

Whatever the accuracy of such assess- 
ments of China’s military programmes, the 
key question is net assessment, and that de- 
pends on what the United States (and other 
countries) will be doing over the next de- 
cades. The United States will not be stand- 
ing still. Military power in the information 
age will depend on the ability to collect, 
process, act upon and disseminate in- 
formation so as to achieve dominant bat- 
tle-space awareness. This will depend on 
such technologies as space-based surveil- 
lance, direct broadcasting, high-speed com- 
puters and, above all, the ability to inte- 


THE ECONOMIST JUNE 27TH 1998 


grate complex information systems. Other 
countries will develop some of these tech- 
nologies but the key capacity will be the 
ability to integrate a system of systems. 

Again, having a piece of the puzzle is 
not sufficient. The position of the Ameri- 
can economy as the leader in information 
technologies combined with the invest- 
ments in the American defence budget 
make it very unlikely that the United States 
will lose this lead. According to an Austra- 
lian expert, Paul Dibb, the revolution in 
military affairs will continue to favour 
heavily American military predominance. 
It is not likely that China will, in any mean- 
ingful way, close the gap with America. 

Chinese military strength is likely to 
grow over the next decades. Even if that 
does not make China a global or even re- 
gional power equivalent to the United 
States, it does mean that China is likely to 
look more awesome to its regional neigh- 
bours, and its enhanced capabilities will 
mean that any American military tasks will 
require greater forces and resources than is 
the case at present. In other words, the rise 
of Chinese military power, similar to the 
rise of its economic power, must be taken 
seriously as a new factor in the region; but 
China will not be a global challenger to the 
United States, nor will it be able to exercise 
regional hegemony so long as the United 
States stays involved in East Asia. 


Common interests 


The Clinton administration has described 
its policy towards China as “constructive 
engagement”, but the debate between “con- 
tainment” and “engagement” is too simple. 
Engagement does not prescribe how to 
handle hard issues such as Taiwan, trade or 
human rights. It did not preclude the Clin- 
ton administration from sending two car- 
riers to patrol off Taiwan in 1996, or from 
insisting on proper conditions for Chinese 
entry into the World Trade Organisation. 
Despite the descriptive inadequacy of 
the slogans, “engagement” signifies that the 
United States has rejected the inev- 
itability of conflict. President Clin- 
ton told President Jiang Zemin in 
1995 that a “stable, open and pros- 
perous China—in other words, a 
strong China—is in our interest. We 
welcome China to the great-power 
table. But great powers also have 
great responsibilities.” The United 
States has also reaffirmed its com- 
mitment to a “one-China” policy, 
thus ruling out any flirtation with 
the idea of independence for Tai- 
wan, the single most dangerous sce- 
nario for potential conflict between 
the United States and China. The 
United States remains committed 
by law and policy to ensuring that 
Taiwan cannot be taken over by 
force, but not to defending its inde- 
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pendence should the island declare it 
unilaterally. 

Notwithstanding differences on trade, 
human rights and some of the details of 
non-proliferation policy that are likely to 
arise at the summit, the United States also 
sees common interests with China. As Mr 
Clinton pointed out last week, both coun- 
tries have an interest in stability that allows 
the economic prosperity of the region to 
grow, and China has acted responsibly in 
the recent financial crisis. Neither country 
wants a conflict on the Korean peninsula 
or in Asia following the Indian and Paki- 
stani tests. Chinese behaviour on prolifera- 
tion has improved considerably over the 
past decade. Moreover, a weak or chaotic 
China that could not feed its people, stem 
flows of refugees, deal with smuggling or 
manage its environmental problems is not 
in America’s interest. 

In February 1995, the Defence Depart- 
ment issued a report, “United States Strat- 
egy for the East Asia-Pacific Region”, that 
outlined a four-part strategy: 

e maintain the forward presence of about 
100,000 American troops in the region; 

e put America’s alliances, particularly with 
Japan, on a firm basis; 

e try to develop multilateral institutions 
such as the ASEAN Regional Forum while 
recognising they are still weak; 





CLINTON IN CHINA 


¢ from that position of strength, encourage 
China to define its interests in ways that 
could be compatible with America’s and its 
neighbours’. 

The American alliance with Japan, 
where the largest number of troops are sta- 
tioned, is critical to American strategy. 
Over the past three years, the security rela- 
tionship has been greatly strengthened, 
and recent polls show that two-thirds of the 
Japanese people support it. In April 1996, 
the Japanese prime minister, Ryutaro Ha- 
shimoto, and MrClinton publicly affirmed 
the work ofa joint group that redefined the 
United States-Japan Security Treaty as the 
basis for stability in the region after the 
cold war, and in 1997 the two countries 
agreed on guidelines for defence co-opera- 
tion. That reaffirmation may turn out to be 
one of the most important policy develop- 
ments for the region. It means that China 
cannot play a Japan card against the 
United States or try to expel the Americans 
from the region. From that position of 
strength, America can work to engage 
China asa responsible regional power. 


The case for friendship 


How China will behave as its power grows 
is an open question. Unconstrained, it 
might some day wish to expel the United 
States from the region, and exercise hege- 
mony over its neighbours. But in the real 
world of constraints, states learn to define 
their interests in practical ways. The United 
States will remain the largest power in the 
world well into the next century. The Amer- 
ican presence in East Asia provides a stabil- 
ity, which, in the absence of other institu- 
tions, has benefits for all countries in the 
region. So long as the Americans exercise 
their power in a reasonable way so that 
other countries (including China) continue 
to benefit from the stabilising effects, and 
so long as the United States invests wisely 
to maintain its power resources, it is un- 
likely that any country or coalition will be 
in the position of a strong challenger. 

If the United States treats China 
as an enemy now, it will guarantee 
an enemy in the future. If China be- 
comes aggressive in the future, the 
current policy is reversible. In that 
sense, only China can produce the 
conditions for its containment. If 
the United States engages China, 
there is no guarantee of friendship, 
but at least there will be a reasonable 
prospect. To discard the chances ofa 
more benign future through a mis- 
guided belief in the inevitability of 
conflict would be a tragic mistake. 
Such a larger strategic vision, repre- 
senting the bipartisan tradition on 
China policy, should outweigh the 
domestic politics that currently 
cloud President Clinton’s trip. 
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Clinton in China 





Bill Clinton became the first 
American president to visit 
China since the suppression 
of the democracy movement 
in Tiananmen Square in 
1989. 


One year after Hong Kong 
was returned to China, the 
former British colony is head- 
ing for recession. In a move 
to halt the fall in property 
prices, sales of government 
land were suspended. 


Indonesia signed a new ac- 
cord with the mF in which 
up to a further $6 billion will 
be provided for the stricken 
economy on top of the $41 
billion already agreed on. 


A mysterious virus in Tai- 
wan has led to the closing of 
schools and swimming pools. 
It has killed 50 children. 


A small North Korean sub- 
marine, fouled by fishing 
nets in South Korean waters, 
sank while being towed to 
port. All eight members of the 
crew died. 


Knocked out 


After the defeat in Congress 
of anti-tobacco legislation, 
President Clinton announced 
an annual government survey 
to determine which cigarette 
brands were most favoured 
by under-age smokers. 


Contradicting opinion polls, 
Colombians elected the op- 
position Conservatives’ can- 
didate, Andres Pastrana, as 
their next president. 








Belt-tightening awaits many 
Latin Americans. Colombia's 
future finance minister prom- 
ised “serious, swift” action 
against an expected budget 
deficit of 5% of GDP. Argenti- 
na’s government, close to def- 
icit limits agreed with the | 
IMF, announced a $1 billion 
cut in 1998 spending. Ven- 
ezuela, reeling as its crude oil 
fell below $10 a barrel, an- 
nounced a 1999 budget of 
$22 billion, equal to the (al- 
ready cut) figure for 1998— 
and both assume average oil 
prices of $12.50 or above. 


Peru’s new prime minister 
urged freedom, then expul- 
sion, for an American 
woman, Lori Berenson, jailed 
for life in 1996 as a Tupac 
Amaru terrorist. President 
Alberto Fujimori said no, and 
then rejected the prime min- 
ister’s offered resignation as 
well. 


In Guyana, rioters set fire to 
the finance ministry. Don’t 
blame us, said the PNC, de- 
feated in December's presi- 
dential election and still 
claiming fraud, despite a 
Caricom team’s finding that 
there was none. 


Finding a formula 


Social Democrats narrowly 
won the Czech general elec- 
tion. But their leader, Milos 
Zeman, may find ithardto | 
put together a government | 
coalition. 


The IMF was set to release 
$670m to Russia as part of a 
three-year lending agreement. 
But the Fund has yet to de- 
cide whether to lend a further 
$10 billion-15 billion asked 
for by Russia’s fragile 
government. 


. 
Richard Holbrooke, America’s 
ambassador-designate to the 
UN, told Serbia’s leader, Slob- 
odan Milosevic, to withdraw 
special police units from the 
restless Serbian province of 
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Kosovo, or risk NATO air 
strikes. But America’s trouble- 
shooter also told ethnic-Alba- 
nian separatists in Kosovo 
that America did not support 
their bid for independence. 


Latvia’s parliament passed a 


| law making it easier for eth- 


nic Russians to acquire Lat- 
vian citizenship. 





Ambassadors of France 
(above), America and Japan, 
among others, were with- 
drawn from Belarus after 
Alexander Lukashenka, the 
president, locked them out of 
their embassies. 


Romano Prodi’s centre-left 
government in Italy almost 
fell when the old-guard 
Refounded Communists and 
the mainstream right refused 
to ratify NATO’s expansion to 
the east. A small centrist party 
helped the government 
survive. 


Germany's would-be Social 
Democratic chancellor, Ger- 
hard Schröder, appointed 
Jost Stollmann, a computer 
entrepreneur who belongs to 
no political party, as his 
shadow economics minister. 


Britain’s Parliament passed a 
bill to lower the age of ho- 
mosexual consent to 16, the 
age at which sexual inter- 
course between heterosexuals 
is legal. 


France's parliament defied 
the European Commission by 
voting to have a longer bird- 


| shooting season than an EU 
| directive allows. 
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| eral interior minister, Abdol- 





A liberal struggle 


In a setback for Iran’s reform- 
ing president, Muhammad 
Khatami, conservatives in 
parliament forced out his lib- 


lah Nouri. Mr Khatami, 
fighting back, appointed him 
vice-president for develop- 
ment affairs. 


Iran beat America 2-1 in the 
World Cup in France, knock- 
ing the United States out of 
the competition. Earlier, the 
secretary of state, Madeleine 
Albright, held out the pos- 
sibility of “normal relations” 
between the two countries. 


Israel's cabinet approved in 
principle a plan to extend Je- 
rusalem’s municipal borders, 
taking in Jewish suburbs and 
Jewish settlements. It is also 
talking about holding a ref- 
erendum on America’s pro- 
posal for a partial withdrawal 
from the West Bank. 





Tests of Iraqi warhead frag- 
ments appear to show that 
Iraq, contrary to what it says, 
used to have the ability to fill 
weapons with vx, a lethal 
nerve gas. 





Sheikh Yassin, leader of Ha- 
mas, a militant Islamic move- 
ment, returned to Gaza after a 
highly successful four-month 
tour of the Arab world. 


Some 4,000 Zimbabwean 
peasants, taking President 
Robert Mugabe’s oratory 
about land redistribution at 
face value, trekked from their 
own barren fields to fertile 
white-owned farms. 
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interwired 


AT&T is buying Tele-Com- 
munications Inc in a ` 
merger worth $48 billion. The 
‘deal will once again give 
America’s long-distance tele- 
phone giant ownership of lo- 
cal phone lines and 
provide Internet 
services and local 
distance telephone calls. Al- 
though regulators sai they 
-would review the deal, th 
"are not expected t to 













| Shares in Psion rocketed af- 
_. | ter it was announced that the 
three leading mobile-phone 
makers, Finland’s Nokia, Swe- 
| den’s Ericsson and, later, 
America’s Motorola, would 
join the palmtop-computer 
maker to form a venture, 
strengthening Psion’s de- 
fences against Microsoft. The 
| alliance, called Symbian, will 
promote the EPOC operating 
system as a standard in wire- 
less computing. 


Microsoft won a round in its | 
antitrust fight with the Ameri- 
can government when an ap- 
peals court lifted a prelimi- | 
nary injunction preventing 
the world’s biggest software | 
maker from “bundling” its 
Internet browser with its l 
Windows operating system. 








Days after the American Sen- 
ate threw out anti-tobacco leg- 
islation, the tobacco indus- 
try in America won another 
huge victory when an appeals 
court in Florida overturned 
the two-year-old verdict in a 
pivotal case against Brown & 
Williamson, a subsidiary of 
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| the case dismissed. 


+ business. GEC will pay Sie- 


-munications business in ex- 


nisation will also involve sell- 










Britain’s B.A.T, and ordered 


Siemens of Germany and 
Britain’s General Electric are 
‘restructuring their joint ven- 
tures in British telecoms 
equipment. GEC will take 
full control of cpr and merge 
it with its Italian telecoms 


mens £610m ($1 billion) and 
hand over a stake in a com- 


change for the 40% of Grrit | 
does not already own. 


A European court ruled that a 
rescue package for Air France 
in 1994, worth FFr2o billion 
($3.6 billion), was illegal, be- 
cause it gave the carrier an 
unfair advantage. The Court 
of First Instance, which deals | 
with competition cases, said 
the European Commission 
had not justified Air France’s 
purchase of 17 new planes, 
which was part of the rescue. | 


Pearson, a British media 
group which owns half of The 
Economist, has been raising 
cash for the purchase of Si- 
mon & Schuster’s educa- 
tional-publishing unit as well 
as dumping periphal busi- 
nesses. It is to sell the 
Tussauds Group, the owner 
of Madame Tussaud’s wax- 
works and Alton Towers, a 
theme park. Pearson hopes to 
raise £350m ($583m). 





Asprey and Garrard are to 
be combined by Prince Jefri 
Bolkiah, a brother of the Sul- 
tan of Brunei, in a restructur- 
ing of the two London-based 
royal jewellers. The reorga- 





ing Mappin & Webb and var- 
ious other businesses. 


America’s Food & Drug Ad- 
ministration gave its ap- 
proval to the first new treat- 
ment for tuberculosis in 25 
years. With Rifapentine, mar- 


| keted by Hoechst Marion 
| Roussel as Priftin, a patient 


takes far fewer pills over a six- 
month period. Failure to 


| complete treatment has re- 


sulted in drug-resistance to TB 
and contributed to the dis- 
ease’s growing incidence. 


Battered by the downturn in 
Asia, Caspian Securities, 
which specialises in emerging 
markets, said it would sell its 
profitable businesses and 
close the rest. 


In an effort to avoid legisla- 


| tion, some 50 big American 


companies have come up 
with a code of Internet pri- 
vacy. Members must inform 
consumers when information 
is gathered and tell them 
what it will be used for, espe- 
cially when gathering in- 
formation from children. The 
new code is voluntary. 


Lacking eala 

















The yen floundered again af- 
ter an emergency meeting in 
Tokyo of officials from the 
Group of Seven rich countries 
distinctly failed togalvanise 


| the Japanese government. The 


prime minister, Ryutaro 
Hashimoto, called for “mar- 
ket trust” in Long-Term Credit 
Bank, one of the country’s 
biggest banks, whose share 


_price went on sliding. 
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| was kicked out of the chair- 


| Holdings, a diversified trans- 


| tors, brought to a virtual stop 


Chinese bank regulator 

swooped for the first time. 
Hainan Development Ban 
and China Venturetech, an 
investment firm, were closed 
for failing to pay debts. 







Although OPEC members 
agreed to deeper cuts in pro- 
duction than expected, oil 
prices continued to fall. == 
Some 2.6m barrels will be re 
moved from the 73m barrels. 
produced every day. 


| 
| 






Warren Buffett, whose most 
recent foray was into silver, 
headed back into insurance. | 
His Berkshire Hathaway hold 
ing company is paying $22 
billion for General Re, Amer 
ica’s largest reinsurer and the ` 
world’s third-largest. 



































Antitrust officials from the 
European Commission 
raided four Austrian banks 
looking for evidence ofa 
price-fixing cartel. 


Edmond Alphandéry, a for- 
mer French finance minister, 


manship of Electricité de 
France, after a lengthy row. 
with Pierre Daurés, the state- 
owned utility’s chief execu- 
tive, who also went. 





Rolling stock 
Omnivorous Stagecoach 


port company, istaking a: 
49% stake for £158m ($263m) - 
in Richard Branson’s Virgin 
Rail, operator of two of Brite = 
ain’s biggest privatised rail 
franchises. Virgin Group is 
raising its 41% stake to 51%, 
thereby keeping control and 
avoiding a planned stock- 
market flotation. 


Production at General Mo- 


by a strike at two of its parts 
suppliers, is likely to remain 
at a halt until at least mid- 
July as America’s biggest car 
maker enters its annual šum- 
mer break. 
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Congratulations ISMA Centre graduating class of ‘98 


Our graduates will be starting careers in sales 
trading, research, structured finance and risk 
management with firms such as JP Morgan, 
Schroders, Standard Chartered Bank, Bear Sterns, 
Salomon Smith Barney, UBS-SBC Warburg, HSBC 
Markets, CSFB, CIBC Wood Gundy and Barclays 
Capital; based in New York, Chicago, London, 
Hong Kong, Paris, Frankfurt, Shanghai. 


The MSc International Securities, Investment and 
Banking: the next best thing to actually working in 
the global markets! 


A tough nine month full-time Masters programme 
combining taught theory with the development of 
valuable skills gained through market simulations 


Please call us for a copy 
of our video about 
the new ISMA Centre, 


“In the money” 


ISMA Centre: the Business Schoo! for Financial Markets is supported by the International Securities Maket Association, 
the trade association and market regulator for some 780 international banks active in the global securities market. 





The University of Reading, ISMA Centre, Whiteknights, PO Box 242, Reading RG6 6BA, UK 


in our Reuters and Bridge-Telerate 50 position 
dealing rooms. 


Presentations from market practitioners, case- 
studies and team building exercises together with 
first hand experience of some of the latest 
software means that these graduates are actively 
sought by the major investment banks, securities 
houses and fund management firms. 

What will you be doing this time next year? 
For a brochure contact 0118 931 6675 or see 

our web page: www.ismacentre.rdg.ac.uk; for 
an initial discussion and the latest news on 
programme vacancies contact Adrian Bell: 
Programme Manager on 0118 931 8239. 


Tel: +44 (0)118 931 6675 - Fax: +44 (0)118 931 4741 
email: admin @ismacentre.rdg,ac.uk- web: www.ismacentre,rdg.ac.uk 


ISMA 


SINCE 1819 OUR VISION 
JUST KEEPS GETTING/ BIGGER. 


TODAY IT NO LONGER 
GOES UNNOTICED. 





ESCP, Paris School of Management, 
is one of the leading european business schools 
accredited EQUIS, the European label of 
quality created by the European Foundation 
for Management Development. 

This 
international outlook is ESCP tradjrion 
since 1819. 


A CHAMBRE DE COMMERCE 
ET D'INDUSTRIE DE PARIS 


recognition is no accident, the 


Groupe Ecole Supérieure de Commerce de Paris 
79, avenue de la République - 75011 Paris - France - WEB : www.escp.fr 












ESCP, Paris Graduate 


School of Management 


MBA ESCP 
accredited AMBA's 
executive part time 
program over an 
18 month period 


a three year graduate 
management program 


Mastères Spec ialisés, 
MS programs 





14 one year post graduate 
programs in a specific field 
or corporate function 
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Email : pmse@escp.fr 
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The new, and improved, China 
awaiting Clinton 


WASHINGTON, DC, AND'BEHING 


America’s president, and therefore maybe its people, will discover in China 
more blue than brown, more new than old 


To American president who once ac- 
cused his predecessor of “kowtowing” 
to China himself departed to the Middle 
Kingdom on June 24th, taking with him 
five cabinet members, six congressmen, 
200 journalists, 500 staff, ten limousines, 
the First Lady and his daughter Chelsea. Bill 
Clinton will be assured of a warm recep- 
tion from President Jiang. Zemin, who 
looks back fondly on his own visit to the 
United States last autumn. Yet back in 
Washington, Mr Clinton leaves a storm, 
This visit, the first by an American presi- 
dent since the massacre around: Tianan- 
men Square nine years ago, has attracted 
controversy. Opposition comes on one side 
from a hawkish Republican right, and on 
the other from leftish Democrats con- 
cerned about human rights. The opposi- 
tion view, Henry Kissinger wrote recently 
in Newsweek, “is more compatible with 
confrontation than with stabilising, much 
less improving, the relationship with the 
world’s most populous country.” 
Opposition makes for good politics 
back home at the moment. A small band of 
right-wingers has long sought to demonise 
China as a Stalinist, brutal, internationally 
destabilising regime in the mould of the 
old Soviet Union. They have even found a 
sympathetic. audience among moderate 
~ Republican congressmen. Mid-term elec- 
tions take place in November, and attack- 
ing Mr Clinton over China is a good way 
for Republicans to try to keep their shaky 
hold over the House of Representatives. 

In particular, Mr Clinton is attacked for 
allowing waivers for two American compa- 
nies, Loral Space & Communications and 
Hughes Electronics, to launch their satel- 
lites on China’s Long March rockets—never 
mind that similar waivers were issued dur- 
ing George Bush’s presidency. And, since 
Pakistan last month conducted nuclear 

¿tests in response to India’s, the administra- 

tion has come in for attack for not doing 
enough to stop China from exporting mis- 
silé and nuclear technology to Pakistan. 

Right-wingers find. common ground 
with «the left on. Chinas human-rights 

. record. Babies, Americans have heard, are 
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ripped callously out of wombs in pursuit of 
China’s one-child policy. Hollywood’s radi- 
cal chic promote a picture of a Tibet blood- 
ily suppressed. Human-rights groups see 
the recent dispatch of two of China’s best- 
known dissidents, Wei Jingsheng and 
Wang Dan, to America on “medical parole” 
as cynical exercises in public relations. The 
freedom to worship is restricted. 

All these charges are true, up to a point. 
But they take into account neither the ways 
in which China is changing for the better, 
albeit rather messily, nor the ways in which 
America might be able to nudge such 
change along. It is easier, instead, to 
demonise President Clinton for agreeing to 
be welcomed by Mr Jiang in the Great Hall 
of the People, next to Tiananmen Square— 
that “infamous killing-field”, as one con- 
gressman puts it. 

The criticism has thrown the adminis- 
tration on the defensive. The release of Mr 
Wei and Mr Wang, says one of Mr Clinton’s 
officials, “doesn’t check the box and get 




































[China] off the hook on human-rights 
sues.” This is where China remains o 
wrong side of history,” says Mr Clinto 
Asia’s economic troubles, he argues, mig 
have real consequences for America 
Street if China were not open, stabl 
secure. And that requires American engag 
ment. Both sides have common geograp! 
cal concerns: for instance, the future oF T 
wan, stability in the Korean peninsula and 
calm between India and Pakistan, as we 
as a desire to combat international crime 
and tackle China’s overwhelming environ- 
mental problems. ue 
Yet American views of Mr Clinton's 
trip, which includes a visit to Hong Ko 
are likely to change as the notoriously i 
sensate White House press pack sniffs. 
new direction—the warm reception the 
president will get from ordinary Chines 
The pack will learn that few Chinese, not 
even former Tiananmen protesters, are dis- 
mayed at Mr Clinton’s attendance at the 
square. Nor will they miss the significance 
if the president is allowed to speak live on. 
Chinese television about human rights. 
Ordinary Chinese do not need a strong 
attachment to American notions ofdem 
racy to appreciate that Mr Clinton’s visi 
in away, a confirmation of what (for at least 
the fourth time this century) is called th 
New China. It might better be called the 
“blue” China: coastal, outward-lookin 
cosmopolitan, tolerant and increasing! 
sophisticated. Of course, the old, “brown” 
China still exists, embodied in much of the 
Communist Party: inward-looking, suspi- 
cious of markets, authoritarian or corrupt, 
and generally dirt-poor. Dispassionate ob- 
servers must pick among both to geta clear 

















ASIA 
picture, but there is no doubt that blue 
China is nowadays in the ascendancy. 
Most important, China’s top leaders, 
for the moment, are blues. They are com- 
mitted to binding China by the rules of the 
international economy. They have made 
progress checking the proliferation of 
weapons technology, of which China, up 
until at least 1992, was a notorious ex- 
porter. They have acted with sophistication 
and restraint throughout Asia’s financial 
troubles. Last week Mr Jiang said China 


would sign the United Nations covenant 
on civil and political rights this autumn. 

All this serves China's interests well: few 
nations are better practised in realpolitik. 
Yet China’s leaders long for respectability 
on the world stage. The “constructive strate- 
gic partnership” that both sides tout may 
well contain a lot of hot air. Substantive 
agreements from Mr Clinton’s trip may be 
few. But to have refused to go to Beijing 
would have put President Clinton firmly 
on the wrong side of history. 





A high-rise bust 


HONG KONG 


As one of Asia’s most succesful economies goes into recession, its reliance on 
inflated property values has been exposed as a dangerous flaw 


ARL MARX might not know what to 
make of China’s chaotic mix of mar- 
ket, economic anarchy and Lenin. But he 
would surely comprehend Hong Kong. A 
handful of tycoons monopolise one of its 
major assets, land. They buy up most of the 
rights to build on Hong Kong’s land, all of 
which is owned by the government. The in- 
terests of the cartel are served by the govern- 
ment because it provides less land to build 
upon than there is demand for. This pushes 
up land values to levels that only the cartel 
can afford. The arrangement, and the 
wealth it has created, has lent the landed 
elite and the government that represents it 
an almost 18th-century air of privilege. 

Beneath this elite are the professional 
bourgeoisie who have bought homes. They 
have little political representation, and 
have until recently not demanded it. The 
middle classes have, in effect, been silenced 
by the prospect of ever-rising property val- 
ues. Indeed, between 1990 and 1996 a typi- 
cal flat in Hong Kong quadrupled in value. 
Then there is the biggest class, the lumpen 
proletariat. This includes the half of Hong 
Kong's population who live in public hous- 
ing thrown up by the government with the 
help of developers. 

Marx might also recognise that Hong 
Kong's claim to tax its people lightly should 
be qualified. True, Hong Kong has no sales 
tax or duty on most goods. Its rates of in- 
come and corporation tax are enviably low. 
The government relies upon a rich minor- 
ity to provide the bulk of income-tax reve- 
nue and collects various property-related 
levies, which the billionaire developers 
have been happy to pay. 

Yet for most people in Hong Kong, ex- 
pensive land is the biggest “tax” of all. High 
rental costs make goods and services more 
pricey than they otherwise would be. And 
the cost of a home makes every other ex- 
pense small by comparison. Until the prop- 
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Now half price 


erty bubble burst last autumn, pricked by 
Asia’s financial troubles, the average 
monthly mortgage instalment amounted 
to 122% of Hong Kong’s median monthly 
household income. That ratio has now 
fallen to around 80%. 

Even though residential property prices 
have fallen by nearly half in six months, 
they are still among the world’s highest. The 
slump has also hit the stockmarket, which 
has dropped by half in value since its peak 
in August 1997. Indeed, the total reduction 
in wealth in Hong Kong amounts to some 
$300 billion, roughly equivalent to all the 
deposits in local banks. 


Ouch 


Tħis huge and sudden loss of wealth means 
Hong Kongers are no longer in a hurry to 
buy property. Even for the few who are, 
banks are unwilling to lend. The conse- 
quences for the economy are frightening. 
Retail sales, for instance, slumped by 16% in 
April, compared with a year earlier. This 
week government officials admitted that 
the economy will shrink again in the sec- 


ond quarter, leading to Hong Kong’s first, 
full-blown recession for three decades. 

All this led Tung Chee-hwa, the chief ex- 
ecutive, to announce on June 22nd the un- 
precedented suspension of government 
sales of new land until next spring. The au- 
thorities were worried that, unless the 
downward spiral in property prices was 
stopped, it could lead to a total loss of confi- 
dence in Hong Kong. Local interest rates 
would then rise to punitive levels, banks 
would come under intolerable strain, and 
the link between the American dollar and 
Hong Kong's dollar would be in jeopardy. 

Despite the suspension of land sales, 
some economists predict property values 
may still fall by half again. If so, the govern- 
ment at least hopes to spread the pain over 
time. Scrapping land sales in effect cuts the 
potential supply of new flats coming on to 
the market by roughly half. 

Yet such action exposes the flaw at the 
root of Hong Kong’s economy: the govern- 
ment’s addiction to revenues from land. 
These come from various sources, mostly 
land sales (the government auctions long 
leases), land-use premiums that are negoti- 
ated between developers and government, 
and profits tax from property developers 
and banks, whose main business is prop- 
erty. In one form or another land accounts 
for over a third of all government revenue. 

By dropping land sales for almost a 
year, the government, on its own admis- 
sion, is forgoing HK$30 billion ($3.9 bil- 
lion). This means the budget will move into 
a rare deficit. With property values unlikely 
to soar again, at least in the short term, 
Hong Kong's government urgently needs 
fresh sources of revenue. Yet it will be hard 
for it to break its reliance on manipulating 
the property market. “We have been mess- 
ing about in that market since the 1950s 
when we started building public housing. 
So we are locked in,” admits Sir Donald 
Tsang, Hong Kong's financial secretary. 

So a budget crisis looms. Under the Ba- 
sic Law, China’s constitution for the former 
British colony, which was handed back to 
the mainland on July 1st 1997, the govern- 
ment is allowed to run only a temporary 
budget deficit. Jittery financial markets 
might punish even that. Sir Donald thinks 
he may be able to find money from an effi- 
ciency drive. But it will not be easy to cut 
what is by international standards already 
a lean government. 

Fresh sources of revenue could be 
found: a sales tax, for instance, would be 
possible, or a wider application of income 
tax. But it is inconceivable that an increas- 
ingly assertive local population would tol- 
erate such changes without its voice being 
heard. “No taxation without representa- 
tion,” might well become the cry. Pro-de- 
mocracy groups in the territory’s Legislative 
Council (Legco) aim to push the democracy 
issue to the full. Already, economic gloom 
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has brought together—for the time being—a 
remarkable coalition of democrats, busi- 
nessmen and pro-Beijing lackeys. Although 
it was meant to be merely a sounding 
chamber, Legco’s powers to frustrate Hong 
Kong’s unelected government may be 
considerable. 

Mr Tung has long recognised how 
Hong Kong's high property prices tie up 
huge amounts of capital that ought to be at 
work more usefully elsewhere. Though a ty- 
coon himself (a shipping magnate), he is 
suspicious of speculative markets. One of 
his first acts as chief executive was to an- 
nounce an increased supply of new flats. 

The Asian financial turmoil and the 
government's revenue troubles make the 
need for Hong Kong to reinvent itself ever 
more urgent. It has already made one dra- 
matic change: in the 1980s manufacturers 
moved their factories into southern China 
while Hong Kong itself was transformed 
into a service economy. Its transmutation 
into a high-tech society may prove more 
painful. It will almost certainly be impossi- 
ble without much greater democratic 
development than China expected a year 
ago. Without that, the Hong Kong of the fu- 
ture would still appear to Marx much as it 
does now, only far less prosperous. 





Malaysia 


Just do as the 
doctor says 


KUALA LUMPUR 


OLITICS in Malaysia can be a sombre, 

even nasty, business. But one delegate 
to the annual assembly of the dominant 
political party, the United Malays National 
Organisation (UMNO), held from June 18th 
to the 21st, told a joke. An old man was pre- 
scribed the anti-impotence drug Viagra. To 
get his money’s worth he did not swallow it, 
as his doctor had instructed, but sucked it. 
The upshot was “a very stiff tongue”. The 
moral was to do as the doctor says—and the 
doctor was Mahathir Mohamad, UMNO’s 
president, and therefore Malaysia’s prime 
minister. The message seemed to work. Dr 
Mahathir had come into the meeting look- 
ing rather vulnerable. He left looking virtu- 
ally unassailable, at least for now. 

The fall in May of President Suharto of 
Indonesia led some Malaysians to draw 
comparisons with their own country. The 
two nations have much in common—some 
argue that they are separate only because of 
an accident of colonial history. And the up- 
heaval in Indonesia is a direct threat to Ma- 
laysia, which already harbours more than 
ım Indonesian migrants, and fears a new 
influx of desperate neighbours. 

The particular accusation was that Ma- 
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Anwar eyes Mahathir—and his job? 
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laysia under Dr Mahathir was guilty of 
crimes known by their Indonesian (and 
Malaysian) initials as KKN: corruption, col- 
lusion and nepotism. At the assembly, the 
head of UMNo’s youth wing, Ahmad Zahid 
Hamidi, levelled charges of corruption and 
“cronyism” in the awarding of government 
contracts and the allocation of shares in 
privatised companies. Under a preferment 
policy adopted in 1970, some of these are 
reserved for bumiputras, or indigenous 
Malaysians, most of whom are ethnic Ma- 
lays, and in general poorer than the smaller 
Chinese population. 

Many believed Mr Zahid was speaking 
for Anwar Ibrahim, Dr Mahathir’s deputy, 
some of whose supporters are impatient for 
him to take over the top job (but deny he 
had any say in Mr Zahid’s speech). Mr An- 
war himself recently gave warning that the 
“hideous disease” of corruption was a 
cause of the region’s malaise. 

Dr Mahathir will have none of this. The 
reason for Malaysia’s troubles, in his view, 
is quite simple: foreigners. They colonised 
Malaysia once and want to do so again. 
“Having destroyed our economy,” he said, 
they now want to buy up Malaysian com- 
panies on the cheap. He compared them to 
robbers who steal money and then give half 
of it back, pretending to be helpful. 

He also dealt with Mr Zahid’s accusa- 
tion by publishing a list of those who had 
benefited from privatisations. It included 
Dr Mahathir’s son, who recently sold assets 
to the state-owned oil company, a deal af- 
tacked as a bail-out tainted by nepotism.« 
But the list was long: there, too, was Mr Za- 
hid’s name, and relations of Mr Anwar. Dr 
Mahathir’s argument was that government 
largesse had been spread widely. The entire 
Malay community were his “cronies”, and 
a jolly good thing too. 

In his closing speech, he railed again 
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against foreigners, chided Mr Zahid for not 
using proper party channels to voice his 
complaints, and defended—passionately— 
the pro-bumiputra policy. It was a tour de 
force. Even his critics agreed he had turned 
the tide against him. 

Dr Mahathir further strengthened his 
position on June 25th when he restored his 
friend Daim Zainuddin, a former finance 
minister, to the cabinet as its economic 
overlord. This undercuts Mr Anwar, the 
current finance minister, who has been, to 
foreigners at least, the government's 
friendly face. It also fuels speculation that 
Mr Anwar may challenge Dr Mahathir in 
the party elections due next year. 

Dr Mahathir is right in saying he is no 
Suharto and Malaysia is no Indonesia. 
Within UMNO, he has to fight for his politi- 
cal survival, unlike Mr Suharto, who de- 
vised a system where a challenge to his au- 
thority became almost inconceivable. His 
family’s businesses are tiny compared with 
the Suharto empire, and Malaysians are far 
richer. At traffic lights in Kuala Lumpur, 
taxis are not besieged, as they are these days 
in Jakarta, by ragged urchins and old 
women rubbing their stomachs and point- 
ing to their mouths. 

Nevertheless the speed of economic 
contraction in Malaysia is frightening. 
From January to March, Gpr fell by 9%. 
Though foreign debt is modest, enabling 
Malaysia to avoid the mmr, the volume of 
domestic credit is huge, and much of it is 
turning bad. The effort to restore confi- 
dence is hampered by Dr Mahathir’s rant- 
ing against global markets, though many 
investors now understand that he is chiefly 
trying to boost his support at home. In that 
respect, maybe he does resemble Mr Suhar- 
to, who, in his final months in power, 
seemed more worried about his political 
future than about fixing the economy. That 
mistaken priority, in the end, undid him. 





Philippines 


Peace by 
Christmas? 


CAMP ABUBAKAR, MINDANAO 


HEN Joseph Estrada takes over as the 
president of the Philippines on June 
30th, he will have his hands full. As if the 
repercussions of Asia’s economic turmoil 
were not enough, the former movie star 
rashly promised during the election cam- 
paign to restore peace and order across all 
the Philippine islands within six months. 
This will mean not just dealing with the 
country’s many shootings and kidnap- 
pings but also resolving a Muslim rebellion 
in the southern region of Mindanao. 
Mr Estrada even promised to spend 


29 


ASIA 


three months of the year in Mindanao. 
Though few Filipinos believe he will tear 
himself away from the comforts of the 
presidential quarters in Malacanang Pal- 
ace in Manila for so long, they nevertheless 
expect to see some attempt to end the vio- 
lence in one of Asia’s most gun-toting soci- 
eties. It will not be easy. Even Mr Estrada 
may find it hard to solve at all quickly an 
ethnic, religious and territorial dispute that 
has divided Mindanao for four centuries. 

Spanish conquistadors never had any 
success and national governments have 
fared little better. Plenty of peace deals have 
come and gone. Not even the combined ef 
forts of Imelda Marcos, wife of the late dic- 
tator Ferdinand Marcos, and the Libyan 
leader, Muammar Qaddafi, who together 
brokered a peace agreement with Mindan- 
ao’s rebels in Tripoli in 1976, could prevent 
fighting resuming within weeks. 

The outgoing government of Fidel Ra- 
mos had similar hopes of success, and in 
1996 signed a peace deal with the Moro Na- 
tional Liberation Front, the main indepen- 
dence movement. Yet a breakaway faction, 
the Moro Islamic Liberation Front (MILF), 
has taken up the armed struggle in its place. 

AtCamp Abubakar, the huge headquar- 
ters of the MILF in the rolling jungle of 
south-west Mindanao, there is little to sug- 
gest that things will change. Nailed to a tree 
on the road to the rebels’ camp is a terse 
sign which reads: “Intruders will be shot. 
Survivors will be shot again.” 

Last July the MILF was persuaded to 
sign a ceasefire with government forces, 
and apart from a few breaches it is largely 


Looking for independence 
holding. But a peace treaty remains as far 
away as ever. Talks were going nowhere, 
and have been suspended until Mr Estrada 
takes office. Al Haj Murad, the MILF's vice- 
chairman for military affairs, says the strug- 
gle will not end until a “real solution” is in 
place. By that he means: “We must be able 
to enjoy our own political, economic, judi- 
cial and religious systems.” In other words, 
he wants an independent Islamic republic. 

Yet that is improbable, given that the 
Philippines is one of the world’s more fer- 
vent Catholic states and half the people of 
Mindanao are Christian with no wish to se- 
cede. Mr Murad, though, hints at a compro- 
mise. Another MILF official says hopefully 
that Mr Estrada has promised “something 
in between autonomy and independence”. 





Unfortunately, experience suggests the 
most likely outcome is yet more blundering 
in and out of ceasefires and abortive peace 
deals, while the region remains in grinding 
poverty. Though the dispute at times turns 
bloody, it can be surprisingly relaxed. The 
line between the two sides is curiously 
blurred. The MILF buys its uniforms, M-16 
rifles and other equipment from the Philip- 
pine army. MILF soldiers commute unchal- 
lenged from nearby Cotabato City into 
Camp Abubakar every day. Zacaria Can- 
dao, the governor of Maguindanao prov- 
ince, in which the rebel camp is built, is 
himself a former guerrilla with the Moro 
National Liberation Front and now a law- 
yer for the MILF, Mr Estrada may yet come 
to regret his election bluster. 





Tumen River project 


Come back in five years 


VLADIVOSTOK 


It looks good, even with North Korea as a partner 


LANCE at a map, and the strategic im- 
portance and economic potential of 

the Tumen delta is plain. Its ports give year- 
round access to Japan, North and South Ko- 
rea and, beyond, to South-East Asia and the 
west coast of the Americas. Inland lies a re- 


gion of rich natural resources, extensive 
farmland, huge markets and pockets of 
skilled labour. And all of it is linked to Eu- 
rope by the Trans-Siberian railway. The 
United Nations Development Programme 
(UNDP) reckons this region represents one 





of Asia’s last great unrealised opportuni- 
ties. That’s the hope, anyway. 

For the past six years, UNDP has been 
doing its best to co-ordinate the Tumen 
project, which involves not only Russia, 
China and North Korea—the countries 
touched by the Tumen River—but also 
South Korea and landlocked Mongolia. 
UNDP has not had an easy time. Old rival- 
ries have surfaced. Officials from China 
and South Korea note that the Russian city 
of Vladivostok and much of the surround- 
ing Primorsky Krai (Maritime Territory) 
once belonged to them, and they wouldn’t 
mind it back. South Korean officials talk of 
the East Sea, confusing until you realise 
they are talking of the Sea of Japan. Some 
Russian officials, believing that national- 
ism wins votes, have engaged in China- 
bashing. And North and South Korea re- 
main technically at war. 

No matter, say UNDP officials, genuine 
progress is being made. China, Russia and 
North Korea are completing the final rail- 
way spurs and stretches of metalled road 
along the area’s main transport routes. 
Telecoms links are well advanced. In 
Beijing, where most of the paperwork is be- 
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be A ipsa the world is so soon to enjoy 
trans-Asiatic travel is due to the 
energetic and successful negotiations 
| with the Chinese government.” Thus did 
National Geographic magazine report in 
1897 on the huge works then in hand to 
connect Vladivostok to Moscow, almost 
8,000 kilometres (5,000 miles) away, and 
thence onward to the rest of Europe. A 
first-class passage from London to Vladi- 
vostok would cost $119 and take 17 days. 
Some things have not changed. China, 
together with Japan and the Koreas, re- 
mains interested in negotiating with Rus- 
sia the terms for using the Trans-Siberian 
| railway. But the grand old railway’s press 
clippings are no longer so glowing. “The 
rust of economic chaos is corroding the 
nation’s main railway,” lamented a Vladi- 
vostok newspaper recently. 

As so often in Russia, an immense 
opportunity has somehow gone un- 
realised. Annual two-way freight traffic 
between Europe and the Pacific by land 
and sea is estimated at 3m containers. 

| Russian officials say the railway could 
handle 1m of these but carries fewer than 
100,000. Japan alone ships some 360,000 
| containers a year by sea to Europe, either 
via the Suez Canal or around Africa. 
| That such a long haul makes eco- 
nomic sense for Japanese shippers sug- 
gests something is badly wrong with the 
railway. At the eastern end of the line, 
| Moscow is blamed. Nikolai Sadomsky, a 
| vice-governor of Primorsky Krai, says his 
| region has suffered ever since Mikhail 





Sorry for this delay of 100 years 


Gorbachev unwisely let rail tariffs rise. 
Previous Russian leaders, including Tsar 
Nicholas II, Lenin and Stalin, all had the 
sense to set low rates, says Mr Sadomsky. 
But he has hopes that President Boris Yel- 
tsin will bring rates down again. 

Last summer lower rates were indeed 
announced, and the amount of freight 
rose by 29% in the last four months of the 
year. But Asia’s shipping companies com- 
plain that the benefits were negated this 
year when the railways ministry started 
collecting supplemental fees for “protect- 
ing” cargo. The protection money appar- 
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Romantic, but not economic 
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ently goes to railway workers owed 
months of pay who find that blocking the 
railway is among the few effective ways of 
getting their cash. 

The railway’s managers are trying to 
persuade shippers that things will get bet- | 
ter. In April, a demonstration train trav- | 
elled the 9,600 kilometres from Na- | 
khodka to Brest, a Belarussian city near | 
the Polish border, in just nine days rather | 
than the usual two weeks. Now there are 
plans to introduce computerised freight 
tracking and improved railcars. 

Ifthe tracks can be kept clear and rates 
kept low, it may prove possible to lure 
Japanese shippers from their long sea 
voyages. Otherwise, the pride of the 
steppes will only get rustier. 





ing done, Ian Davies of the Tumen project’s 
secretariat speculates on how much longer 
it will take to get the area ready for take-off. 
Five years is his guess. More than $900m 
has already been invested. How much 
more will have to be spent? Perhaps $2 bil- 
lion, perhaps $3 billion, he estimates. 
Meanwhile, the organisation’s job is to en- 
sure that the region looks attractive to busi- 
ness. Border controls have to be eased, local 
governments need more freedom to lure 
investment. “Business and investment 
flow when you open borders,” says Mr Da- 
vies. No one would argue with that. 

What is the main difficulty ahead? 
North Korea remains the most bothersome 
partner. The hermit kingdom has no diplo- 
matic ties with Japan or America, the two 
main countries that are meant to buy the 
Tumen project’s products. Rajin-Sonbong, 
North Korea’s portion of the Tumen area, is 
a special economic zone sealed off from the 
rest of the country, but travel in and out by 
foreigners remains subject to the whims of 
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the North’s bureaucrats. 

Ithas to be said, though, that the ports of 
Rajin-Sonbong are doing well. According 
to Dai Xiyao, who looks after Tumen affairs 
for the provincial government of China’s 
Jilin province, cargoes pass smoothly 
through North Korea’s ports. As a result, 
many Chinese traders prefer them to the 
nearby Russian ports of Posyet and Zaru- 
bino, which they used to use. This has 
greatly upset the Russians. 

Russian border formalities are cumber- 
some, expensive and corrupt. Even a small 
group of United Nations officials, travel- 
ling on diplomatic passports, recently 
found themselves delayed for hours ang 
“fined” for trivial currency discrepancies. 


Yevgeny Nazdratenko, governor of Pri-* 


morsky Krai, now speaks publicly of the 
need to bring the Russian border guards 
into line. Some Chinese traders complain 
about being hassled by them. The lofty 
ideals of common development, not bitter 
competition between Tumen partners, is 


what the project is supposed to foster. 

Vladimir Arkhipov, the Russian for- 
eign-trade ministry’s representative in Pri- 
morsky Krai’s free economic zone of Na- 
khodka wonders why Russians should tend 
to anything but their own development 
problems, such as those at Vostochny port. 
Set just east of Nakhodka at the Pacific ter- 
minus of the Trans-Siberian railway, Vosto- 
chny is the largest and probably the best 
managed port in the Russian Far East. Even 
so, it has seen its cargo volume drop from 
225,000 tonnes per year during the late So- 
viet era to a barely profitable 60,000 tonnes 
per year now. Russia, says Mr Arkhipov, 
needs to worry more about reviving Vosto- 
chny than improving Korean ports and 
Chinese railways. Others argue that, if the 
rest of the region fails to develop, Vosto- 
chny will come to nothing. Most officials, 
be they from Russia, China or the uN, claim 
that, as the Tumen project advances, all will 
benefit equally. Some day maybe. 
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Meanwhile, there’s Iran . . . 


WASHINGTON, DC 


Another awkward foreign customer is demanding American understanding 


S THE neatly-taken header of Hamid 
Estili floats past the despairing grasp 
of America’s goalkeeper, Iran’s soccer fans 
erupt in celebration. The asc television 
commentator, shocked into many long sec- 
onds of silence, finally ventures: “This is 
more than a soccer match, certainly back 
home in Iran.” 

How right he is. There have been no 
diplomatic relations between the two 
countries since 1979. A generation of Irani- 
ans has been taught that America is the 
Great Satan; a generation of Americans can 
still vividly recall how revolutionary sup- 
porters of Ayatollah Khomeini held Ameri- 
can diplomats hostage for 444 days and 
how, in the 1980s, Americans were held 
hostage in Lebanon by the Iranian-backed 
Hizbullah group. When last Sunday's soc- 
cer match ended with an Iranian victory, 
lrans supreme leader, Ayatollah Ali 
Khamenei, broadcast on state television a 
message to the Iranian team: “Tonight 
again the strong and arrogant opponents 
felt the bitter taste of defeat at your hands.” 

Take those words at face value, and they 
might seem to indicate a continuing bitter 
stalemate between the two countries. But 
look further and there are signs that both 
nations are ready to move a little. The back- 
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ground to the match included a message of 
videotaped goodwill from President Clin- 
ton, the presentation by the Iranian players 
of bouquets to their American counter- 
parts, and a group photograph of the teams 
together. Clever Washington pundits will 
argue that defeat for America, which knows 
and cares little about soccer, and victory for 
Iran, which has a passion for the sport, fit 
perfectly with the administrations script 
for its evolving policy towards Iran. 

One reason for that evolution is that the 
old policy of “dual containment” of both 
Iraq and Iran is fraying badly. The Euro- 
pean Union has bitterly criticised Ameri- 
ca’s efforts to isolate Iran with threats of le- 
gal action against European countries, and 
Russia and the Arab world are even less 
happy to follow America’s diktat. Besides, 
Iran’s importance—both strategic and cul- 
tural—in an unstable region with more 
than three-quarters of the world’s proven 
oil reserves can hardly be ignored. Perhaps, 
muse the policymakers as they contem- 
plate Saddam Hussein’s Iraq, fragile Af- 
ghanistan and a nuclear-armed Pakistan, it 
might make better sense to have some sort 
of relationship with Iran, rather than none 
at all. 

Much of that new script was spelled out 


last week by Madeleine Albright, the secre- 
tary of state, in a speech to the Asia Society 
in New York. Mrs Albright’s message was 
carefully crafted: she conceded that “nei- 
ther country has forgotten the past, but 
most Iranians, like most Americans, are 
now focused on the future.” 

Her evidence was the election last year 
by a 70% vote of Muhammad Khatami as 
president, with a mandate to create a more 
civil society and to pursue a more moder- 
ate foreign policy that might end Iran’s es- 
trangement from the world. More to the 
point, she argued, Mr Khatami has re- 
sponded. Last December, Iran—which has 
always opposed the Middle East peace pro- 
cess—said it would abide by whatever the 
Palestinians accepted. In January Mr 
Khatami publicly denounced terrorism 
and went on CNN television to call for “a 
dialogue between civilisations”. In a final 
swish of the olive branch, Mrs Albright ex- 
pressed willingness to “develop with the Is- 
lamic Republic, when it is ready, a road 
map leading to normal relations.” 

So when exactly will Iran be ready? 
Some pessimists note that Iran has reacted 
coolly to the administration’s overtures. Its 
senior diplomat at the United Nations says 
America continues to seek Iran’s isolation 
with a policy that is “not in tune with the 
rest of the world”. Other pessimists criticise 
Mrs Albright for being too vague, noting 
that, when the Bush administration in 1991 
presented its “road map” for better rela- 
tions with Vietnam, the signposts towards 
full normalisation were clearly marked. 

But the truth is that the Clinton admin- 
istration has to tread carefully both at 
home and abroad. Mr Khatami, for all his 
popular support, has to contend with a par- 
liament dominated by conservatives, who 
last weekend demanded the resignation of 
his interior minister, Abdollah Nouri. (Mr 
Khatami promptly appointed Mr Nouri to 
a more senior position.) If he welcomes the 
American initiative too readily, the conser- 
vatives can argue that it is their hard line 
which is producing America’s concessions. 
Last month, when Mrs Albright decided to 
waive the imposition of sanctions on 
French, Russian and Malaysian companies 
investing in the development of Iran’s 
South Pars gas field, Iran rejoiced that 
“America finally bowed to European pres- 
sure.” Clearly, if policy is to change, Amer- 
ica will have to make most of the running. 

According to Stu Eizenstat of the State 
Department (who negotiated them), Mrs 
Albright’s concessions are likely to apply to 
similar investments involving EU compa- 
nies. But this is in return for a fudged deal 


35 


UNITED STATES 


in which the Eu will seek to stop prolifera- 
tion of weapons of mass destruction; will 
press Iran to sign anti-terrorism conven- 
tions; and will refrain from retaliating 
against American firms. Clearly, American 
energy firms would love to get involved in 
Iran; but it seems clear that the Europeans, 
plus Russia and Malaysia, are getting waiv- 
ers from the rigours of a sanctions law that 
will remain. 

Besides, the administration can hardly 
take domestic support for granted. Con- 
gress, which has imposed sanctions no 
fewer than 61 times in the past few years on 
regimes that offend it, can hardly be ex- 
pected to deal more gently with Iran. First, 
this is an election year. Second, Iran has 
been demonised (often with reason) as an 
exporter of terrorism, an avowed enemy of 
Israel and an aspirant to acquire nuclear 
and other weapons of mass destruction: 


witness, say the suspicious, the Bushehr nu- 
clear reactor being built with Russian help 
on the Gulf coast. 

On June 23rd, President Clinton an- 
nounced that he was vetoing legislation 
which would impose sanctions on suppli- 
ers of missile technology to Iran. The presi- 
dent’s argument was that the bill would 
“make it more difficult” to deal with Russia 
on a range of issues, and does not reflect the 
progress made by Russia “to sever links be- 
tween Russian entities and Iran’s ballistic 
missile programme”. Mr Clinton may be 
right, but the fact is that the bill was passed 
in the House by 392 votes to 22 and in the 
Senate by 90 votes to 4. Ifhe wants his veto 
to stick, he will have to produce convincing 
evidence that he has found a better way to a 
better Iran. And, as he knows only too well, 
drawing maps in the Middle East is far 
from easy. 

s 





Community development finance 


Banking on the poor 


NORTH PHILADELPHIA 


The Clinton administration has poured millions of dollars into community 
financial institutions. Has it been money well spent? 


CROSS the street from a disused factory 
in the heart of North Philadelphia, a 
few blocks from some of the worst urban 
decay in America, is a sight to make Bill 
Clinton’s heart beat a little faster. Sprawled 
contentedly on plastic mats and covered 
with light blankets, more than 100 children 
are taking their midday nap. Bright yellow 
partitions divide them into different age 
groups. The infants have cots; the pre- 
schoolers share a computer. A milk-cooler 
hums in the corridor; there is no television 
in the place. 

This is the North Broad Street 
branch of the Allegheny Child Care 
Academy, a sparkling new day-care 
centre for 130 children, 97% of whose 
mothers are on welfare-to-work pro- 
grammes. It is one of six new com- 
mercial child-care centres in Phila- 
delphia, owned by an entrepreneur 
from Pittsburgh (where there are 
more such centres), and financed by 
venture capitalists together with the 
Delaware Valley Reinvestment 
Fund, Philadelphia’s biggest com- 
munity development financial insti- 
tution (CDF). 

cprFis are the latest fashion in 
America’s efforts to fight rural and 
urban poverty. In 1992 candidate 
Clinton vowed to spend $1 billion 
creating 100 community lenders. In 
office, he decided a better approach 
was to finance existing as well as new 
CpDFISs. Bipartisan legislation in 1994 
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created the cpri fund, housed in the Trea- 
sury Department, with an authorisation to 
spend $382m over four years on CDFIs and 
on banks that invested in them. 

The ugly acronym covers a swarm of 
different institutions—including commu- 
nity credit unions, loan funds and 
microfinance funds—whose goal is to pro- 
vide credit and capital to poor people who 
lack access to conventional financial ser- 
vices, such as banks. These institutions are 
generally unregulated, and are often non- 
profit organisations whose origins lie with 





Dollars wanted 


church groups. Private investors, founda- 
tions, banks—and now the federal govern- 
ment—lend the CpFis money at below- 
market rates, or put in grant or equity 
finance, which is then invested. Most CDFIs 
have concentrated on financing low-in- 
come housing; others provide consumer 
credit (see box) or, increasingly, invest in 
businesses in poor districts. 

Delaware Valley is one of the larger and 
more dynamic cpris. Run by Jeremy No- 
wak, an indefatigable former community 
organiser, with the help of several gradu- 
ates from Wharton business school, it has 
become an important force in Philadel- 
phia’s poorer communities. Since 1985 it 
has invested more than $90m, leveraging a 
further $250m, which has financed 3,000 
units of low-income housing and created 
(or preserved) 5,000 jobs. The investment in 
Allegheny Child Care comes from its new 
venture-capital fund. 

Few copris are as big as that but—after 
chugging along for decades—these uncon- 
ventional financiers have boomed in the 
1990s, thanks in large part to the publicity 
generated by the Clinton administration. 
Since they mostly escape regulation, no one 
knows exactly how many cpris there are or 
how much money they control. Mark 
Pinsky, head of the National Community 
Capital Association, the biggest association 
of crpis, reckons there are about 350 such 
organisations in the country, with between 
$2 billion and $3 billion in capital avail- 
able for lending. His own members’ capital 
has grown by almost 40% a year during the 
1990s. 

Measured against a $23 trillion finan- 
cial services industry, these numbers are 
paltry. But in an era of bank consolidation 
and dramatic change in federal social assis- 
tance, CDFIs do an important job in pro- 
viding finance for projects in poor areas. 
That, at least, is the opinion of Mr Clinton 
and his treasury secretary, Robert 
Rubin. And, in theory, federal fi- 
nancing for CpFis makes a lot of 
sense. Instead of creating big new 
government programmes and pro- 
jects, federal money tops up private 
channels. This cuts bureaucracy and 
waste, and can ensure (though not 
infallibly) that public capital is effi- 
ciently allocated among the deserv- 
ing. 
Unfortunately, the crp1 fund’s 
reputation in Washington is less 
sparkling. A big share ofits first fund- 
ing round in 1996 went to organisa- 
tions connected with South Shore 
Bank, a community lender (though 
also a fully regulated bank) with 
close ties to Hillary Clinton. Spencer 
Bachus, a Republican congressman 
who leads the congressional sub- 
committee that oversees the fund, 
smelt a political rat and quickly be- 
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gan to investigate. 

His findings, first publicised last year 
and formally published this month, do not 
make pretty reading. Although there is no 
real evidence of politically motivated lend- 
ing (and in the industry few quibble with 
the choice of institutions that received 
money), the cpFi fund in its early years was 
wasteful, politically naive and, at times, in- 
competent. Too much money was spent on 
high-powered consultants; there were in- 
adequate records of why particular CDFIS 
were financed; and, most egregiously, se- 
nior CDFI people tried to cover their tracks 
by adding (undated) memos to their files 
just before congressional staffers came to 
look at them. 

All this has now changed. The cpFi 
fund is under new management and is 
working hard to sort itself out. So far, it has 
invested $77.6m in 81 CpFIs and $30m in 
92 banks that lend to them, and is currently 
assessing 245 applications for this year (it 
will hand out about $40m). Although its 
reputation is tarnished, particularly 
among some Republicans, the fund will al- 
most certainly get its appropriation from 
Congress this year, though probably not as 
much as the administration would like. (It 
has received $225m since 1995 and is ask- 
ing for $125m this year; much meaner pro- 
posals are now being mooted in various 
congressional committees.) 

A bit less cash might not be such a bad 
thing. One of the biggest dangers cpris face 
is excessively rapid growth. Delaware Val- 
ley has doubled its lending in the past two 
years. Many others are growing at similar 
rates. Mr Pinsky hopes that CpFis can be- 
come a $25 billion industry within a de- 
cade. For small cpris, in particular, such 
massive expansion can be dangerous. In- 
vesting in poor areas is a time-consuming, 
labour-intensive business, and most CDFIs 
are small players. Many have never been 
through a recession. As with all banks, too 
much easy money too quickly will soon 
spell bad investments. 

Another risk is that CbFis may become 
caught up in a knot of federal regulations. 
Some oversight is necessary, to make sure 
public money is not misused. But the 
cpris’ strength today lies in their diversity 
and independence. It would be a pity if 
they became just another government pro- 
gramme for the poor. 

Perhaps the biggest danger is dashed 
expectations. Listen to Mr Clinton enthus- 
ing about community banks, and it is easy 
to see them as a Great New Panacea for dis- 
tressed communities. They are not. They 
are small, if promising, helpers. As the fi- 
nancial-services industry consolidates, 
they have the potential—if properly man- 
aged—to play a more important role. But 
they are not a miraculous answer to one of 
America’s most intractable problems. 
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Credit in the hollows 


BEREA, KENTUCKY 


N DENIM dungarees and a blue base- 
ball cap, with well-worn work boots 
on his feet, Steve Neeley is as solid as the 
Appalachian hills among which he lives. 
He drives a pick-up truck, lives in a 70- 
foot mobile home with his 11-year-old 
daughter, and works for $6.40 an hour at 
a woodcraft plant in Jackson County. 
He is also one of the most stalwart 
members of the Central Appalachian 
People’s Federal Credit Union (APFCU), a 
financial institution set up to serve the 
poor of Appalachia. Over the years Mr 
Neeley reckons he has borrowed $10,000 
from the credit union: his most recent 
loan, for $350, was to repair his tractor 
and buy a side of beef for the freezer. 
The aprcu, which received $575,000 
from the cpr fund in 1997, is the only 
credit union specifically designed to 
help Appalachia’s poor. It provides con- 
sumer and some mortgage lending to 
one of America’s most distressed rural ar- 
| eas. Jackson County, where Mr Neeley 
| lives, has a 38% poverty rate. Its typical 
family income is less than half the na- 
tional average. Almost half of the credit 
union’s members earn less than $1,000 
gross a month; 12% earn less than $500. 
The average loan in 1997 was just over 
$4,000 (usually to pay for a car), but 
many are much smaller. Jim Roland, 
head of the credit union’s Jackson 
County branch, recently lent a couple 
$115 to pay their electricity bill. 
Making loans of this size to poor peo- 
ple is an expensive and risky business. 
The credit union writes off about 1.4% of 
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its loans a year, a much higher rate than 
the industry’s average (though not so 
much higher than the write-off on, say, 
credit cards). Its administrative costs and 
spreads are bigger than those of ordinary 
banks. But it reaches people whom those 
banks largely ignore, teaching them 
about managing money, encouraging 
them to save, and keeping them from 
falling for the loan sharks and finance 
companies that are often the only other 
source of credit. In Appalachia, that is no 
mean achievement. 
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Boll-weevil trouble 
Jes’ a-lookin’ for 
a home 


BORDELONVILLE, LOUISIANA 


N THE rain-thirsty cotton fields of cen- 

tral Louisiana, a series of green plastic 
cones, hoisted on poles, stand among this 
season’s newly planted shoots. They are 
traps, marking the sites where state officials 
check the progress of their latest pest-con- 
trol programme: a chemical massacre *of 
the boll weevil. Ifall goes well, the traps will 
also mark the end of an era: the final defeat 
of the mightiest insect around. 

When it comes to destruction, nothing 
compares to the weevil, which hopped 
from Mexico to Texas in 1892, and into Lou- 
isiana soon after that. With its protruding 
snout and stunted wings, the boll weevil 


looks part beetle, part aardvark, and has no 
natural enemies in the American South. As 
it worked its way slowly across the region, 
ravaging cotton fields and ruining cotton 
farmers, it radically changed the economy. 
It brought a diversification of crops, 
helped the study of pesticides, and speeded 
the northward migration of black farm 
workers. Cotton, though hurt, survived: it is 
still one of Louisiana’s chief agricultural 
products, second in value only to timber. 
But many farmers long ago converted their 
fields to safer, less lucrative crops, such as 
soyabeans and corn. And, thanks to the 
weevil, the 5,000 state farmers who still 
produce cotton must drench their fields 
with chemicals up to 20 times each year. 
For decades, the federal government 
has studied the boll weevil, hoping to de- 
stroy it. In the late 1970s, researchers un- 
veiled a five-year programme that actually 
seems to work. It has the ambitious title of 
Boll Weevil Eradication, Its weapon is a 
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chemical called malathion, which must be 
sprayed on every cotton plant, on every cot- 
ton field, in a given cotton region. Every 
farmer in the region must agree to take part 
and to share the cost, about $150 per acre. 
That price has been the programme’s chief 
stumbling block, in Louisiana and else- 
where, says Frank Carter, head of pest man- 
agement at the National Cotton Council. 

One by one, though, other states have 
done it—nine in all, most in the south-east. 
The first few got help from the federal gov- 
ernment, Mr Carter explains. But then the 
federal money ran out. When Louisiana’s 
farm leaders tried to start a statewide pro- 
grammea few years ago, only the wealthiest 
farmers, from the western and central parts 
of the state, joined in. 

Their programme, now in its second 
year, covers 10% of the state’s cotton crop, 
and blends old-fashioned crop-dusting 
with space-age technology. Last autumn, 
satellites tracked the crop-dusting aircraft, 
ensuring that the malathion was evenly 
spread. This spring, scanning machines re- 
corded the number of weevils in traps, to 
decide where more spraying will be 
needed. Already, the results are astound- 


ing: the traps show no wee- 
vils in places where before 
there would have been 
hundreds. 

But there are lots of cot- 
ton farmers in the north- 
east of Louisiana. If they do 
not destroy the bug, they 
soon will not be able to 
compete. Weevil-free states 
can now produce cotton 
more easily and cheaply: 
from 1987 to 1995, Georgia’s 
cotton production grew 
from 250,000 to 1.5m acres. 
And the neighbouring 
states depend on Louisi- 
ana’s co-operation. Boll 
weevils easily cross state 
lines, so Arkansas and 
northern Mississippi can- 
not have eradication programmes until 
Louisiana’s is complete. 

This spring, state officials sought a way 
to subsidise the programme. Their idea was 
to cut the cost to farmers in half by financ- 
ing boll-weevil destruction with gambling 
money. The anti-boll-weevil operation was 
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put into a bill to set up slot 
machines at some horse- 
racing tracks. The backlash 
against gambling’s expan- 
sion killed that measure, 
but it stood a chance: in 
Louisiana, Bible country is 
also cotton country, and 
many righteous lawmakers 
were willing to put their 
convictions aside for the 
farmers’ sake. 

In the end, the boll-wee- 
vil money was found from 
other bills. If farmers ap- 
prove the plan, eradication 
will start next autumn. And, 
in a few years, the once-po- 
tent bug will be reduced to 
a curiosity, a piece of state 
history, folklore and song. 
Louisiana’s Senate ended its session this 
year by playing a boll-weevil song by Fats 
Domino, a native of Louisiana. The sena- 
tors danced and bounced around, some re- 
joicing in a victory over gambling, some 
bidding adieu to the insect invaders. Either 
way, it was a jubilant goodbye. 








The armed forces 


Women of war 


OR the 200,000 women who serve in 

America’s armed forces, this has not 
been an especially happy anniversary. It is 
50 years since President Truman signed the 
Women’s Armed Services Integration Act, 
which formalised the role of female war- 
riors. At the time, sceptics argued seriously 
that women soldiers could be 100 times 
more expensive to support than their male 
comrades, The drafters of the 1948 law, 
which grudgingly allowed each branch of 
the services to appoint one woman colonel, 
would be amazed by today’s female gener- 
als and bomber pilots. But nobody could 
say that America’s armed forces have 
solved their gender problem. 

John Hamre, the deputy defence secre- 
tary, marked the anniversary with a speech 
in which he admitted that the armed forces 
“still have an environment... where 
women face intimidation and harass- 
ment.” In contrast to the forces’ success with 
blacks—achieved without imposing quotas 
or watering down standards—a sordid se- 
ries of scandals has cast a shadow over the 
military employment of women. 

Many of these scandals involved drill 
sergeants allegedly abusing their power 
over female recruits. A panel of experts, 
headed by a former senator, Nancy Kasse- 
baum Baker, concluded last December that 
the army, navy and air force should follow 
the model of the marines and keep the 
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sexes apart during basic training. It argued 
that platoons, or their equivalent, must be 
one-gender only—and so should barracks. 

The defence secretary, William Cohen, 
accepted the report’s woollier parts, which 
were all about increasing the number of fe- 
male trainers and making training a nicer 
job. But he refused to tinker with current ar- 
rangements for training and accommoda- 
tion, which put the emphasis on together- 
ness. During this week’s debate on the 
defence authorisation bill, Senator Sam 
Brownback led calls for barracks at least to 
be completely separate, only to be over- 
ruled by a fellow Republican, Olympia 
Snowe of Maine. 

But if Mr Cohen were to heed the pan- 
el’s advice, he would face the wrath of lib- 





Closer to battle 


eral Democrats like Eleanor Holmes Nor- 
ton, who speaks in Congress for the District 
of Columbia and sees the training issue as 
inseparable from an even hotter potato: 
whether women should be sent into the 
heat of battle. “We're trying to get women 
moved closer and closer into combat,” she 
has said, after warning the defence secre- 
tary that women will not forgive a return to 
the “bad old days” of segregated training. 

MrCohen insists that his preference for 
the status quo reflects the best advice of the 
service chiefs. But Elaine Donnelly, head of 
a conservative think-tank called the Centre 
for Military Readiness, retorts that all the 
Pentagon’s bosses—military and civilian— 
are hiding their feelings because of “fem 
fear”: an irrational terror of alienating 
womens'-rights groups. 

For similar reasons, Mrs Don- 
nelly says, the Pentagon is already 
bending the rules to send women 
into more dangerous combat 
jobs than it properly should. In 
theory, these rules place few re- 
strictions on women in the air or 
on the sea, but it steers them away 
from land combat (and from sub- 
marines). In battle, this distinc- 
tion blurs; helicopter crews, for 
example, can find themselves 
fighting on land. 

According to Charles Moskos, 
the doyen of military sociologists, 
most enlisted women have no 
wish to be moved any closer into 
harm’s way. Combat forces, he 
predicts, will remain male and be 
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\creasingly white; the number of black re- 
ruits has inexplicably dropped in recent 
years. But he also reports a nugget of good 
news. Black women soldiers report vastly 
higher rates of job satisfaction than their 
sisters in the civilian world. 

a 





: The drugs trade 
Canada high 


SEATTLE 


MERICA’S drug problems are not all on 
its southern border. In the past two 
years the amount of marijuana coming 
into the United States from Canada, calcu- 
lated from the amount captured by cus- 
toms and drug agents, has more than qua- 
drupled. In 1994 United States customs 
agents in Blaine, Washington—a popular 
smugglers’ crossing point~had ten mari- 
juana-related cases. In the current year 
(which for customs agents began in Octo- 
ber), 79 cases have been reported, accord- 
ing to Brian Rockom, an agent in Blaine. 
The reason is simple: British Colum- 
bian pot has become the champagne of 
cannabis. The stuff that makes pot appeal- 
ing is a chemical known as THC—short for 
delta-9-tetrahydrocannabinol. Most Amer- 
ican baby-boomers, in their mis-spent 
youth, smoked pot with a THC content of 
maybe 2%. Later, Hawaiian grass labelled 
“Maui Wowie” offered an impressive 10% 
or 12%. Now, British Columbia-based grow- 
ers, using carefully bred seeds and sophisti- 
cated indoor hydroponic gardens, some- 
times produce marijuana with a mind- 
blowing THc content of 30%. 

-Americans are willing to pay hefty 
amounts for this wonder weed: as much as 
$6,000-7,000 a pound ($2,700-3,200 a kilo) 
by the time the stuff wends its way down 
from British Columbia to Los Angeles, or 
ten times as much as they will pay for the 
average pound of Mexican marijuana. 

Why British Columbia? History and 
politics, says Marc Emery, a loquacious 
Vancouver-based hemp entrepreneur who 
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_ Lagging Dixie 


THE South, long Ameri- 
ca’s poorest region, likes 
to boast how fast it is 
catching up. A recent re- 
g port from MDC of Cha- 
| EASES pe! Hill, North Carolina, 
| “Income and Wealth in the South”, 
| shows a mixed picture. 
Over the past 30 years, incomes in the 
South have grown faster than those in 
the country as a whole; they are now 92% 
of the national average. As a result, the 
southern middle class is expanding; by 
1994, 64% of all southern white families 
could be classified as “middle-class or 
| above”. By contrast, only 35% of black 
| families could be placed in that category. 
For most of the past 50 years, income 
in the South was distributed more 
equally than elsewhere in the country. 
There were large numbers of working- 
class families, and very few rich ones. As 
the region has become more affluent, so 
more income has flowed to fewer fam- 
ilies, not only in total but within the dif- 
ferent racial groups. So, although there 
are more middle-class blacks in the 
South, disparities between rich and poor 
blacks have become much sharper than 
they used to be. 
Between whites and blacks, the great- 
est discrepancy is in net worth: the value 


is the publisher of Cannabis Canada maga- 
zine. During the 1960s, he says, Vancouver's 
San Francisco-like style drew droves of Viet- 


nam draft-resisters, many of whom 
brought with them packets of marijuana 
seeds. In time they adapted those seeds for 
fast growth in the province's relatively 
chilly climate, and for potency. As word got 
out about Canadian marijuana, and as the 
profits grew, what had been a hobby be- 
came an increasingly lucrative business. It 
remains an easy business to get into, says 
Mr Emery. Pot is easy to grow—“all it takes 
is some seed and cow dung”—and it is 
largely tolerated, if not exactly legal, in the 
province. 

Mr Emery estimates that 10% of British 
Columbia’s 3.5m residents either smoke or 
grow the stuff. Big pot-growers, when 
caught, often escape prison. In the United 
States, the growing intolerance of drugs 
puts pot in the same league as cocaine arfd 
heroin, with 500,000 pot-related arrests 
each year. That crackdown has made can- 
nabis riskier to grow south of the border. 

Hence “sc Bud”, the brand name for 
the several hundred different strains of 
marijuana that grow in British Columbia 
and pack a big punch. Mr Emery estimates 
that the crop is now worth $4 billion—a fig- 





































of a family’s assets minus its liabilities, 
Median net worth for southern w 
families in 1994 was $68,660; for k 
families it was little over a quarter ofthat, | 
$18,800. This wealth gap has remained 
constant since 1969. Yet, astonishingly, 
the figure for the South is slightly better 
than for the nation as a whole: there, the 
median net worth of white families is 
five times that of black families. 


Median income and wealth 
1995, $000 














ure which, if true, would put it close to tour 
ism and ahead of mining and farming in 
the province’s economy. Officials in the 
United States and Canada put the figure 
rather lower, but still at more than $2 bil- 
lion. More than 3,000 commercial pot- 
growing operations now cultivate as many 
as 2,400 plants at a time. 

Working hard to nab their output is a 
force of United States customs agents sta- 
tioned in Blaine. But the 158 agents have 50 - 
miles of border to patrol between the coast 
and the inland mountains. The border is. 
unfenced, as befits two friendly countries, = _ 
and much of it is conveniently equipped 
for smugglers with roads on either side. = 
“Sometimes”, says Mr Rockom, “they. just 
throw the stuff across.” 

The anti-smuggling operation is being 
expanded, but border officials say that, at 
best, they catch only 10% of the weed that is 
heading south. There are too many holes in 
the net to plug them all; and, despite in- 
creasing Canadian efforts, there is still too 
little reason not to grow the stuff. Moreover, = 
pretty well anyone can be a smuggler. In. 
one famous case, officials arrested a 77- 
year-old man and a 71-year-old woman. =. 
They had 42 pounds of pot in their car: 
























| deeply by the war in Vietnam—Mr 
|. Mr Davis as a decorated officer. 
| three-strikes law and the death 
| penalty. They have both had 
and executives. At the moment, 


| .Mr Lungren is California’s attor- 
|- ney-general, which makes him 


| rather like being a neutered ver- 


Dan Lungren’s difference 


HERE are few things that Californians like to boast about 
more than their state’s diversity: you can hear more than 70 


| languages spoken in California's schools; you can see more than 
_ 600 religions practised in its churches and temples; and you 
| find such exotic mixtures as spaghetti and curry or pizza and 
| sushi served in its restaurants. But when it came to choosing can- 


didates for the state’s governorship, on June 2nd, Californians 


| seem to have shown about as much appetite for diversity as the 


people of Utah. 
Dan Lungren, the Republican candidate, and Gray Davis, his 


| Democratic rival, are the Tweedledum and Tweedledee of Amer- 
| ican politics. They are both lawyers-turned-politicians, both in 


their 50s and both Roman Catho- 
lics. They were both touched 


Lungren as an armchair hawk and 


They are both hardliners on such 
emotive issues as flag-burning, the 


plenty of experience as legislators 


both its chief policeman and its 
chief lawyer. Mr Davis, on the 
other hand, is currently the state’s 
lieutenant-governor, which is 


sion of the vice-president. 

All of which ought to be good 
news for the Republicans, who 
have held the governorship for the 
past 16 years. The economy is as 
successful as it has been in a gen- 
eration, with the state’s gross an- 
nual product passing the trillion- 
dollar mark and its treasury brimming with a $4 billion surplus. 
Serious crime has fallen by a third on Mr Lungren’s watch. Add 
to this the fact that Mr Lungren was all but unopposed for his 
party’s nomination, whereas Mr Davis had to slog it out with 
two free-spending rivals, and you have a strong case for sticking 


- with Tweedledum rather than risking Tweedledee. 


And yet Mr Lungren is far from being a shoo-in for the gover- 


»norship. The Democrats have long had more registered voters 


than the Republicans (currently 47% of the electorate compared 
with 35%). In the past four elections they have squandered this 
advantage by choosing candidates who were either too exotic or 
too inexperienced to win over the suburbs; but Mr Davis’s very 
Tweedledeeness could play well there. 

The Republicans are also much exercised by their poor show- 
ing among Latinos, who now make up 12% of the state’s voters, 


up from 7% six years ago. This is indeed dismal: Bob Dole man- 


aged to get a mere 6% of the Latino vote, compared with Ronald 
Reagan’s 45% in 1984. But an even bigger problem for Mr Lun- 
gren will be his ability to sell his hard-edged brand of conserva- 


<4 -tism to the broad middle class. 


California is a relatively moderate state, free from the stri- 
dent moralising that flourishes in the South. (Bureaucratic 
moralising is another matter: witness the state’s absurd ban on 
smoking in bars.) Mr Reagan combined his enthusiasm for the 
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free market with a laisser-faire attitude to personal morality. Pete 
Wilson, the current governor, is one of the Republican Party’s 
leading advocates of abortion choice. Richard Riordan, the pop- 
ular Republican (and Catholic) mayor of normally Democratic 
Los Angeles, has preserved an impeccably liberal stance on what 
Californians like to call “lifestyle issues”. 

But Mr Lungren is an altogether more ideological figure, a 
close ally of Newt Gingrich, a leading author of the “Contract | 
with America”, a supporter of school vouchers and an outspo- | 
ken opponent of abortion. He spent three years, and much soul- | 
searching, before deciding to join 37 other states in suing the 
tobacco companies. He has repeatedly been accused of blunting 
the impact of thestate’s ban on as- | 
sault rifles. Mr Davis thus has 
plenty of material for portraying 
his rival as.a Newt Gingrich in 
Tweedledum’s clothing. On the 
abortion issue in particular, he 
will beable both to unite his own 
fissiparous party and drive a 
wedge between fiscal and social 
conservatives. 

Mr Lungren has. done much to 
soften his image in recent months, 
particularly among Latinos. He 
won 17% of the Latino vote in the 
primary, and has taken to ad- 
vertising on Spanish-language 
television—a first for Republicans. 
He opposed the proposition that 
killed bilingual education, joined 
the Democrat-driven suit against 
Microsoft and now emphasises ` 
that, as governor, he will be able to 
do little about abortion. He has | 
done as much to distance himself | 
from Mr Wilson as he can without | 
risking a public rift. 

But the chances are still high that the Democrats will be able 
to demonise Mr Lungren in the run-up to November, not least 
because, in his heart of hearts, he is a conviction politician. This 
could well be bad news for California. For all his social conserva- 
tism, Mr Lungren is an advocate of a lot of things—notably 
school vouchers—that could help to galvanise California’s mori- | 
bund public sector, whereas Mr Davis’ is little more than a | 
catspaw of the trade unions. Moreover, the presence ofa Repub- | 
lican governor has acted as a valuable check on the ambitions of | 
the Democratic legislature. The state’s chamber of commerce cal- 
culates that dozens of “job-destroying” bills have never got past 
the mere threat of Mr Wilson’s veto. 

Mr Lungren’s defeat, should it come to that, will be even 
more of a blow to the Republican Party, both locally and nation- 
ally. The next governor will playa leading role in redrawing the 
boundaries of California’s 50-plus congressional seats, a process 
that could decide the balance of power in Washington for a gen- 
eration. And Mr Lungren is the most impressive Republican the 
state has produced since Mr Reagan: a man with deep roots in 
the party (his father was Richard Nixon's campaign physician) 
but with a nice populist touch (his performances as the lead 
singer in his rock band, Elvis and the Lawmen, are reported to be 
impressive). If he cannot sell today’s brand of radical Republi- 
canism to the country’s largest state, then nobody can. 














40 





< FHE ECONOMIST JUNE 27TH A998 


THE AMERICAS 





Colombians look for change 


BOGOTA 


Andres Pastrana inherits a stumbling economy and discredited institutions in 
a land torn by violence. He will need help from all sides to put them right 


ET again the opinion polls said one 


thing, the real ones another: on June - 


21st, Andres Pastrana, a former journalist 
and mayor of Bogota who promises to re- 
form Colombia’s corrupt political institu- 
tions and end its 34 years of civil violence, 
was elected the country’s new president. 
Now for the hard part. 

Mr Pastrana was narrowly beaten by 
the current president, Ernesto Samper, in 
1994, and his charges that Mr Samper had 
been aided by drugs money sent him for a 
time into the wilderness. But by 1998, after 
four years of Mr Samper and 12 of Liberal 
rule, many voters were deeply disillu- 
sioned. Mr Pastrana, a Conservative, at- 
tracted support from across the spectrum 
to his Grand Alliance for Change. In the 
first round, he came in just behind the Lib- 
erals’ Horacio Serpa. But 27% of the votes 
then went to another “time for change” 
candidate, Noemi Sanin. In a record turn- 
out in Sunday’s run-off, Mr Pastrana won 
50.5%, four points ahead of Mr Serpa. 

When he takes office on August 7th, Mr 
Pastrana will inherit a fearsome list of pro- 
blems. Colombia’s institutions are indeed 
corrupt. Guerrillas and paramilitaries 
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roam the countryside, terrorising and mur- 
dering with increasing zeal and ease, and 
the army is unable—and at times unwill- 
ing—to stop them. The economy is stum- 
bling; at 3-4%, growth is slow by local stan- 
dards and unemployment rising. The peso 
has been volatile, and interest rates have 
had to be jacked up to support it (with some 
success: in dollar terms it has fallen less this 
year than the rise in prices would imply). 
But the current-account deficit is around 
6% of Gpr, the budget deficit around 5%. 
With the election over and Mr Pastrana, the 
businessmen’s choice, the winner, stock- 
markets instantly soared. But tough and 
early action will be needed. 

Mr Pastrana is keen to start supplying it. 
His future finance minister, Juan Camilo 
Restrepo, has already begun meeting offi- 
cials from the government and central 
bank (which promptly raised rates again) to 
plan a “very severe and very broad” fiscal 
adjustment. He has a problem: Mr Pas- 
trana’s pledges of tax cuts for businesses 
and consumers to stimulate employment. 
Supposedly, four points will come off the 
sales tax to that end. More impressive—but 
harder to achieve—is Mr Pastrana’s pledge 





to hit tax evasion, alleged to cost up to 30% 
of potential tax revenues. Mr Restrepo 
hopes also to bring inflation below 10%. 

Though he believes in market econom- 
ics, Mr Pastrana is yet to be proved as an 
administrator. He graduated as a lawyer 
and worked as a journalist before follow- 
ing his father, president from 1970 to 1974, 
into politics. In 1988 he became the first 
elected mayor of Bogota, having refused the 
post when it was offered by presidential fa- 
vour. But he spent only two—somewhat 
chequered—years at it before being elected 
to the Senate in 1990. 

Still, it is the skills neither of economics 
nor even of management that Colombia 
most needs to secure its future, but of poli- 
tics. For, above all, what it needs is an end to 
violence. Mr Pastrana sent his campaign 
chief, Victor Ricardo, to meet leaders of the 
largest guerrilla group, the FARC, even be- 
fore polling day, and he has written to it 
and to its smaller brother in arms, the ELN, 
offering concessions to set a peace process 
in motion. Though the guerrillas are deeply 
sceptical—“he has no peace programme”— 
he hopes to meet the FARC leader, Manuel 
“Sureshot” Marulanda, soon. The para- 
militaries, who have recently been trying to 
bludgeon their way to the political recogni- 
tion enjoyed by the guerrillas, said this 
week that they would not impede Mr Pas- 
trana’s efforts for peace. Mr Samper too says 
he is ready to assist. 

So too, if asked, it says, is the United 
States. The Clinton administration, which 
worked hard to discredit Mr Samper (so 
both weakening him and yet, arguably, 
strengthening his hold on office) has 
“warmly congratulated” Mr Pastrana, look- 
ing forward to a new turn in relations—not 
before time, it might have added, and not 
very much through Colombia’s fault. 

Yet, as he faces these grave problems, Mr 
Pastrana faces also one potentially large ob- 
stacle to change: 60% of the seats in Con- 
gress are held by Liberals. He will need their 
help to get his ambitious plans through the 
tortuous legislative process. Mr Serpa, gra- 
ciously accepting defeat, has called on all 
Colombians to unite behind their new 
president and end political polarisation. 
Time will show if it happens. 

But time could have some powerful 
helpers: ordinary Colombians. Mr Pas- 
trana’s victory represented a loud cry for 
change, even though many who backed 
him on Sunday did so as a compromise. 
Both he and Mr Serpa are establishment 
politicians. Both would do well to remem- 
ber Ms Sanin’s 27% first-round vote. 
ee | 
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A new base for a 
lost war? 


HOWARD AIR FORCE BASE 




























HE F-16 fighters swoop down from the 

sky on to Howard United States Air 
Force Base much like the tropical birds that 
occasionally fly into their engines. They 
taxi smoothly to join the rest of the hard- 
ware stacked on the tarmac at this base at 
the Pacific end of the Panama Canal. But no 
such smooth flight or landing is in sight for 
the negotiations between the United States 
and Panama on plans for a “multilateral 
counter-narcotics centre’—CMA, from its 
initials in Spanish—encompassing How- 
ard and other American bases after Decem- 
ber 31st 1999. 

That date was laid down in a 1977 treaty 
as the end of the long history of the United 
States’ military involvement in Panama. 
The issue that has kept the two countries 
haggling for two years now is what installa- 
tions, if any, the Americans may after all re- 
tain. They have several reasons for wanting 
to stay. One is security for the canal, an- 
other Colombia. The one being trumpeted 
by the Clinton administration is drugs. 

The cma already exists, though not in 
multilateral guise, in the Joint Interagency 
Task Force South, an American intelligence 
outfit that uses ground and airborne radar 
and other means to monitor suspected 
drug flights. Its mission is to work with 
other countries’ security services to “deter, 
degrade and disrupt” the production and 
shipment of drugs in the Caribbean, Cen- 
tral and South America. 

The JiATE-South is active enough. But is 
what it terms the policy of “engaging in the 
source zone” doing any good? jilATF-South 
officials say that drugs worth $1.2 billion 
were intercepted with its aid in 1997. That 
-sounds a lot, but it is peanuts compared 
with the United States’ estimated annual 

imports of $30 billion of cocaine alone, 
much of it from South America. 

True, the cost is not huge. Some $155m, 
around a fifth of the United States’ South- 
ern Command (Southcom) budget is now 

© spent on the anti-drugs war, plus whatever 
«millions more go to government in the re- 
gion for the same purpose. The yearly costs 
of theca, if it happens, are put at $60m. 

The war often borders on black comedy. 
Packages of cocaine and marijuana weigh- 
ing up to 100 kilos—220 pounds—are regu- 
larly washed up on Panamanian beaches. 
Four months ago, one came ashore right 
next to Howard base, on the beach of the 
adjacent fishing town of Veracruz, where 
smuggling, say its residents, is rife. These 
packages are thrown, to avoid seizure, from 
aircraft and boats which jiarF-South is 
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“interdicting”. So far, so. successful. 
Whether every finder of a package dutifully 
takes it to the police is another question. 

Some notable traffickers have met their 
demise thanks to Southcom. And not only 
traffickers. In the early 1990s the Americans 
regularly tipped off Peru’s armed forces to 
force or shoot down suspected aircraft. 
Quite soon the trigger-happy Peruvians 
had shot down more than 120 aircraft. One 
was a Southcom c-130 on a clandestine re- 
connaissance mission. 

Critics of the anti-drug war talk of “mis- 
sion impossible”. Colombia, for instance, 
has some 500 authorised airfields and 
thousands of dirt airstrips. The traffickers 
fly at night to avoid prying eyes, or at low 
level to avoid prying radar. Some use 
Southcom’s own radar transmissions for 
guidance. In Colombia, where the trade has 
moved north since the cracking of the Cali 
and Medellin mobs, the coastal cartels have 
a new tool: fibreglass submarines. 

So would the proposed CMA serve 
much purpose? Perhaps not. But a contin- 
ued military presence, under that name, 
might. The end of the cold war has not 
much altered the function of the American 
bases. If they have been useful since then— 
for activities ranging from air-sea rescue to 
air support for Southcom operations—they 
still would, the Americans reckon. 

Of the bases, Howard is the jewel in the 
crown. There are various radio listening 
posts, a naval station and a jungle-warfare 


Kō © 4,000 







Ty 


A ATLANTIC 
; OCEAN ad 








school. Three firing ranges and a laboratory 
are used for testing weapons and equip- 
ment in tropical conditions. It would be 
hard to reproduce this elsewhere: Panama 
hgs just the climate the army needs, say 
those concerned. The tropical-testing cen- 
tre has become a sore point between the 
United States and Panama. But one way or 
another—perhaps under a nominally pri- 
vate-sector flag—it seems likely to survive, 
whether the cma plan goes ahead or not. 
How much of the rest could endure undera 
CMA guise is unclear. The Americans think 











plenty could and should, and claim that a 


majority of the Panamanian public, hand 
on wallet, thinks so too. 

The result so far is deadlock. Even in 
Panama’s government, whose chief, Presi- 
dent Ernesto Perez Balladares, dreamed up 
the cma idea, it has lost favour recently, es- 
pecially after other Latin American coun- 
tries consulted in January—after all, this is 
meant to be a multilateral effort—criticised 
itasa thinly disguised base for future Amer- 
ican military interventions in the region. 
Though Senator Jesse Helms shot his 
mouth off this month, criticising Panama's 
refusal to bow to American wishes in his 
usual imperial style, neither government's 
officials are saying much at this sensitive 
moment: in two months, the referendum is 
due that will say yes or no to Mr Balla- 
dares’s plan for a constitutional change al- 
lowing him to run for re-election. The CMA 
too may be put to a referendum. 





Costa Rica 


Your pollution, 
our forests 


PALMITAL 


EEP red gashes scar the mountain- 

sides around Palmital, a small town 
in Costa Rica’s Pacific cordillera. Each year, 
rains wash topsoil from what were forests a 
decade or two ago. Thanks to the practices 
of poor peasant farmers.and not-so-poor 
ranchers, 70% of the country’s forests have 
vanished. Can what is left be saved? The 
government thinks so: enter the Cro. 

These “carbon bonds”—officially cros, 
certified tradable offsets—in effect say to in- 
dustrial countries, “You can pollute, if you 
pay us to safeguard an area of our forest 
and its carbon-absorption capacity.” The 
going rate is a $10 bond per tonne of carbon 
dioxide fixed by the forest. Costa Rica has 
eagerly sold $4m of cros so far—halfof that 
to the Norwegian government—and its 
president went to Washington in April to 
puff the scheme, “a model for north-south 
co-operation against the world’s environ- 
mental challenges”. 

Over the life of the project, Costa Rica 
could benefit by $300m—supposedly to be 
devoted to reforestation—plus billions 
more from spin-offs such as tourism, says 
Franz Tattenbach, executive director of the 
agency pushing the bonds. Other countries 
with shrinking forests such as Brazil and 
Panama are following Costa Rica’s for- 
tunes. But local environmental groups, 
such as the Cercopia Foundation, call the 
initiative “a misleading campaign” by 
Costa Rica’s environment ministry. 

The cro scheme was launched as a pi- 
lot project in Costa Rica in 1996, under the 
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auspices of UNCTAD, the UN Conference on 
Trade and Development. It became part of 
the Kyoto Protocol of 1997, whereby 36 in- 
dustrialised countries—not including the 
United States or Russia—agreed to reduce 
carbon emissions, to prevent global warm- 
ing. The theory is that, on their road to vir- 
tue, advanced countries will develop and 
transfer clean technology to poorer ones. 
The reality, say bodies like Greenpeace, is 
that cros will simply be a mechanism for 
allowing continued growth in pollution by 
the rich. 

Costa Rica’s record in save-the-forest 
schemes is not brilliant. In the 1980s, land- 
owners rushed to cut down the native, 
diversified forest and then to tout “re- 
forestation” bonds to finance monoculture 
plantations of non-native but more profit- 
able trees such as teak to naive foreign in- 
vestors or indeed tourists. 

In April, the environment minister, 
Rene Castro Salazar, said Costa Rica’s for- 
ests were no longer shrinking, indeed their 
area had increased. Phooey, said local envi- 
ronmentalists and scientists: at best this 
was an optimistic interpretation of the sat- 
ellite data, which do not reveal clearly 
whether the trees detected are native spe- 
cies, teak or indeed coffee bushes. Even offi- 
cials of Mr Tattenbach’s agency admit that 
illegal logging continues. It certainly does, 
even in such especially sensitive areas as 
the Tortugero national park, on the north- 
eastern Caribbean coast, and the Osa pen- 
insula in the south, on the Pacific. 





Silent in Chiapas 


SAN CRISTOBAL DE LAS CASAS 


HOCKED from massacre into peace? 

Not Chiapas, says one Mexican human- 
rights group: paramilitaries like those who, 
with some official collusion, killed 45 
Amerindian villagers last December are 
more active this year than last, and the 
number of “extra-judicial executions” and 
lesser such crimes has gone up. 

The reason is that a set of reforms—the 
San Andres accords, named after the place 
where the agreements were signed in 
1996—broke down within months. One el- 
ement of this deal was to allow indigenous 
communities more autonomy. The Zapa- 
tists last year began to set about this any- 
way, ousting officials of the ruling Institu- 
tional Revolutionary Party (PRI) and 
establishing “autonomous” municipal- 
ities, which are now roughly a third of those 
in the state. Recently, the authorities set out 
to reassert control; hence much of the re- 
cent bloodshed, notably the deaths of ten 
people in one incident this month. 

True, the government has indeed put 
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The massacred remembered 


an indigenous-rights bill before Congress. 
But it was drafted without consultation 
and, says one of the San Andres negotiators, 
bears as much resemblance to the original 
accords “as a bonsai to a very big tree”. 

Frustrated by the government's policy 
and the resultant silence, since March 1st, of 
the Zapatist leadership, the head of the na- 
tional commission set up to mediate de- 
cided the one way to break the impasse was 
to dissolve the commission. Whether that 
will work remains to be seen: it has caused 
some movement, but not much. Another 
body, Cocopa, as it is known for short, 
which was set up to steer the peace talks in 
1995 and put the results to Congress (and 
which consequently has had a pretty idle 
two years), stepped in. It offered the Zapa- 
tists direct talks with the government. So far 
they have not replied. 

Nor are they likely to, for now. They 
long ago set five conditions for dialogue, 
notably that the government should with- 
draw the army from Chiapas (about a third 
of it is stationed there) and start imple- 
menting the 1996 reforms. They may well 
settle for less, but the government is show- 
ing no clear readiness to fulfil any of the 
conditions. Zapatist sympathisers think it 
has no intention of doing so, preferring to 
manipulate existing local conflicts to un- 
dermine the rebels and their popularity. 
That is possible: defeating opposition by 
subtlety and infiltration is a PRI tradition. 

What could make the governmegt 
change its mind? Probably not Cocopa, 
Though well intentioned, this multi-party 
gaggle of parliamentarians has to work by 
consensus. A few of its members are now 
blocking all but the mildest demands of the 
Zapatists, and in any event it has little hold 
on the government. One congressman 
from the left-leaning Party of the Demo- 
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cratic Revolution thinks Chiapas may be- 
come a factor in the manoeuvres leading 
up to the presidential election in 2000: in 
return for moves towards peace there, the 
PRD might be more helpful on other wor- 
ries for the government, such as an expen- 
sive bank bail-out scandal. Fine, if it hap- 
pens. But helping a government sort out 
two problems at once is no normal part of 
an opposition’s agenda. 

What about pressure from outside? His- 
tory has made Mexican governments 
touchy about foreign meddling. When 
Madeleine Albright, the American secre- 
tary of state, said this month that her gov- 
ernment was “pressing” Mexico’s about 
Chiapas, a bizarre row flared up: did the 
word mean urgir, to urge—apparently an 
acceptable thing for the United States to 
do—or presionar, to put pressure on, an un- 
conscionable affront to national sover- 
eignty? But at least the affair showed that 
outside opinion can count. The European 
Union might be able to press Mexico 
through human-rights clauses in a forth- 
coming trade accord. There is also talk of 
finding a foreign mediator. 

But such things will take time. Mean- 
while Chiapas is tense. After the death of a 
girl was pronounced a suicide by police, 
the sceptical people of her village took sev- 
eral officials hostage for a day. Demon- 
strators at a march this week to commemo- 
rate the December massacre were angry 
that those who organised it have not, they 
said, been brought to justice, and angry too 
about this month’s killings. The govern- 
ment may have to offer a concession—the 
head of the state governor?—to keep things 
calm. As for the Zapatists, they could well 
calculate that they have nothing to lose 
from a little more strategic silence. 
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NTERNATIONAL 


Tampering with Jerusalem 


JERUSALEM 


Israel makes a unilateral bid to expand Jerusalern’s frontiers 


INYAMIN NETANYAHU’S latest sub- 
terfuge—extending Jerusalem east- 
wards under cover of extending it west- 
< wards—could very well work, given the 
soporific mood of Israel’s peace camp. A 
cabinet decision-in-principle on June 21st 
triggered angry demonstrations among the 
well-to-do dormitory townships west of the 
city, which are due to be swallowed up by 
the metropolis. But there were little more 
than sceptical shrugs in response to asser- 
tions by Mr Netanyahu that bringing Jew- 
ish settlements to the east of the city undera 
“Jerusalem umbrella municipality” would 
‘have no political significance for the peace 
~ process. Admonitions from Washington 
and European capitals, and a gathering 
storm in the Arab world, are slowly direct- 
ing the domestic debate inside Israel to the 
true import of the plan. 

The government had deftly kept 
the peacenik watchdogs dozing by 
concentrating attention on its 
scheme to annex the western sub- 
urbs. The mayor, Ehud Olmert, 
wants more space. He also wants 
more taxpayers, to boost the budget 
of what is the poorest city in Israel, 
with its fast-growing and largely un- 
productive ultra-Orthodox popula- 
tion. But above all, he wants more 
Jews. The proposed annexation of 
some 25,000 Jewish suburbanites is 
a means of demographic gerryman- 
dering intended to improve the 
arithmetic for Israel if and when 
talks start on the “final-status” settle- 
ment. (There are 421,000 Jews living 
in Jerusalem and 181,000 Palestin- 
_ ians; left unattended, the gap would 

goon slowly narrowing.) 

That consideration is seen as le- 
gitimate in mainstream opposition 
circles. Hence the absence of hawk- 
dove controversy over that part of 
the plan, which, until last weekend, 
was the only part that the govern- 
ment had unveiled. The satellite 
towns, however, are putting up spir- 
_ ited-resistance: many of their resi- 
dents: are middle-class, secular- 





and religious tensions of the city. Since 
their number includes several ministers, 
Mr Olmert may in the end be forced to con- 
fine his depredations to open land. 

On the other hand, there is little opposi- 
tion to the scheme to expand the city east 
and north into the West Bank. Indeed, sev- 
eral cabinet hardliners have complained 
that the prime minister’s public explana- 
tions play down or obfuscate what they had 
understood to be a clear-cut decision to 
bring two settlements—~Ma’ale Edumim, 
with 23,000 residents, and Givat Ze'ev, with 
9,000—under a new-fangled municipal 
“umbrella”. This entails creating a new 
planning authority under the mayor of Je- 
rusalem, and devolving on to it the re- 
gional planning powers previously exer- 
cised by the army. 


Proposed municipal 


“umbrella” 








“minded escapees from the political 
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The scheme appears to break the Oslo. 
agreements in that it unilaterally alters the. - 
status both of the city and of the settle: 
ments: issues that were explicitly put-on 
hold pending the permanent-status negoti- 
ations. While the “umbrella” is less than 
outright annexation, it provides for an.im- 
portant attribute of autonomy—regional 
planning—to be exercised by Israeli civil- 
ian authorities over an area that is still sub- : 
ject to future negotiation. 

For the Palestinians, the scheme and the 
dissembling are part of Israel’s design to 
Judaise Jerusalem. They cite a marked ri 
recently in the number of demolitions by 
the army of “illegally built” homes in and 
around East Jerusalem. And they point to: 
the buying by militant Jewish groups, en- 
couraged by the government, of houses in. 
the Muslim Quarter of the Old City, as well 
as in other Palestinian areas. : 

The Palestinians fear that the “um- 
brella” encompassing Ma’ale Edumim and 
Givat Ze’ev will quickly cast its shade on the 
open land round about, thereby cutting o 
the eastern city from its Palestinian hinter 
land. It is that same fear that fuels the bitt 
Palestinian opposition to Israel's building 
of Har Homa, a settlement on the sou 
east perimeter of the city. True, 
present scheme leaves the Pales 
ian suburbs of Abu Dis and Azariya 
outside the municipal boundary. 
Abu Dis was discussed, in secret Is- ` 
raeli-Palestinian negotiations in 
1995, as a possible Palestinian seat of 
government. But it would be isolated 
between the “umbrella” to its north. 
and Har Homa in the south. 

The Palestinians want the 
United Nations Security Council to. 
take up the matter. Mr Netanyahu. 
says that a council debate would seri- 
ously harm the peace process. Mean- 
while, that process is not proceeding, 
as Mr Netanyahu toys with a new 
idea—holding a referendum on _ 
whether to accept America’s pro- 
posal for withdrawing from pan of 
the West Bank. 

Suggested originally by an opp% 
nent of withdrawal with the obvious = 
purpose of wasting time, the plan ` 
has now caught the prime minister’s . 
fancy. Since all opinion polls showa- 
substantial majority of Israelis sup- 
porting the 13% pullback the Ameri- 
cans have proposed, and the referen- 
dum will take two or three months to 
arrange, Mr Netanyahu’s purpose 
may also be to waste time. 
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At the centre? 


DAMASCUS 


HE Syrians have always fancied their 

country to be the linchpin of the Mid- 
dle East. For the past month or so, this has 
seemed less fanciful than usual. 

In late May, the foreign minister, 
Farouq Sharaa, called on America’s secre- 
tary of state in Washington. President 
Jacques Chirac reiterated his invitation to 
President Hafez Assad to visit France this 
summer. On June ioth, Russia invited Mr 
Assad to Moscow. In between, Saudi Ara- 
bia’s crown prince and other Arab leaders 
have tramped the corridors of Damascus 


- trying to secure Syrian consent for an Arab 


summit, promoted by the Palestinians, to 
discuss the deadlock in the peace process. 
Syria, normally a rather lonely outpost, 
mistrusted by most of its neighbours, finds 
itself in the limelight. 
Six months ago, things were less good. 
: In January, Israel and Turkey held joint na- 
< val exercises to cement their recent military 
pact. Syrian jitters at this pincer movement 
grew when Jordan began sitting in on talks 
between the two. With protests in Beirut 
against Syrian domination in Lebanon, 
and a new moderate government in Iran, 
Syria’s only real ally, the country seemed 
_ stranded in a sea of hostility. Furthermore, 
when Israel announced in January that it 
would withdraw from southern Lebanon 
in exchange for security guarantees, Syria 
pressed its sidekick, Lebanon, into refusing 
the offer—and ended up looking like the 
foot-dragger in the peace process. 
Hence the sudden flurry of Syrian di- 


cs ¿< plomacy. Mr Chirac was wheeled out to in- 


sist that he stood by the Syrian interpreta- 
„tion of UN Security Council Resolution 
425, whereby Israel should withdraw from 
southern Lebanon unconditionally. Syria 
proved it had other friends to call on by 
starting talks for an arms deal with Russia, 
its first since the demise of the Soviet 
Union. To mollify Lebanon, the Syrian au- 
thorities released some Lebanese political 
prisoners and let local elections proceed 
without interference. Mr Sharaa even flew 
on an official visit to Beirut, rather than 
driving unannounced across the border to 
issue orders as Syrian officials usually do. 
Mr Assad, for his part, went off to Teh- 
tan to make sure Syria’s relations with Iran 
“had survived the change of government. 
Even with the perfidious Turks and Jorda- 
: nians, some co-operation has proved possi- 
-ble. Syria has restricted the activities of 
Kurdish insurgents infiltrating Turkey, 
while earlier this month Jordan and Syria 
signed an agreement on damming the 
Yarmuk, along their southern frontier. 
The success of Syria’s diplomacy stems 
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largely from the impasse in the peace pro- 


cess. Syria has long led moves to ostracise 
the peace-makers, boycotting last year’s 
Arab-Israeli get-together in Qatar. Many 
dissident Palestinian groups are based in 
Damascus. Others, such as Hamas, have 
found a sympathetic ear there. But as Arab- 
Israeli relations deteriorate, Arabs who are 
not radical find themselves drifting closer 
to the Syrian position. On June 16th, Syria 
and Saudi Arabia issued a joint statement 
condemning the Turkish-Israeli alliance. 
But all this shoulder-rubbing does not 
necessarily translate into influence. Syria 
contends that Jordan and Yasser Arafat 
(and Egypt before them) have betrayed the 
other Arab countries by signing individual 
peace treaties with Israel. It wanted to use 












thesummit proposed by the Palestinians to 


persuade the Arabs to freeze any ties they 
had with Israel and to restore an economic 
blockade. Jordan, in particular, refused, 
forcing the whole scheme to be shelved. 

Moreover, winning converts to Syria’s 
view of the peace process does not bring the 
country any more security. American pres- 
sure on the Gulf states is likely to rein in the 
more enthusiastic displays of solidarity 
with Syria. And Syria’s army has not so far 
managed to buy the air-defence system 
from Russia that it would like. 

So Syria, for all its new-found friends, 
remains on the fence, not giving up on the 
peace process altogether, but deploring its 
results at every turn. This sort of ambiguity 
could be useful during the cold war, when 
Syria bought weapons from. the Soviet 
Union while flirting with American peace 
proposers. But now, Mr Assad’s trip to Mos- 
cow notwithstanding, Syria and Russia are 
bickering over $10 billion-worth of Syrian 
debt. Similarly, America, while receiving 
Mr Sharaa, still brands Syria a state that 
supports international terrorism. Even on 
internal matters, Syria seems torn between 
opening up to foreign investment and 
western culture or sticking to its past isola- 
tionist and socialist ways. 

Under Mr Assad, Syria is unlikely to 
commit itself one way or the other. He likes 
the idea of charting his own course. But 
with an outdated Soviet arsenal and a 
creaking economy, Syria is not quite strong 
enough to stand on its own. The result is a 
series of diplomatic ups and downs. 





V-exed by Iraq 


OONE, not even Russia, China and 

France, the members of the UN Se- 

curity Council keenest to see sanctions 

on Iraq lifted, believes the Iraqi govern- 

| ment has told inspectors from the UN’s 

| Special Commission (Unscom) the full 

| truth about its chemical and biological 

weapons and the missiles it built before 

the Gulf war. Now new evidence from 

warhead fragments seems to prove, con- 

trary to repeated Iraqi denials, that Iraq 

did fill some missile warheads with vx,a 
particularly potent nerve agent. 

A special seminar held at Iraqi insis- 

tence in February, and including outside 

| experts as well as UNSCOM insiders, con- 

_ cluded that Iraq was still covering up ex- 

, actly how much vx it had produced (3.9 

tonnes, said the Iraqis; anything up to 

_ 100 tonnes, said the experts) Iraq's 

_ Claims that it had never managed to put 

its vx into weapons were dismissed as 

“not credible”. Meanwhile, unscom 


» 


had been told by a defector that-at least 





ten such missile warheads had been suc- 
cessfully built. 

The new evidence comes from tests 
on warhead fragments dug up inside 
Iraq. When Richard Butler, unscom’s 
chairman, presented these findings pri- 
vately to Iraqi officials in Baghdad this 
month, they rejected them. Iraq now 
claims that the evidence was tampered 
with. The tests were done on behalf of 
UNSCOM at an American army labora- 
tory; they are being repeated elsewhere. A 
report of the findings was. leaked, to 
UNSCOM'’s irritation, to an Iraqi exile 
group, the Iraqi National Congress. 

Although Mr Butler, last week, 
seemed to be sounding relatively op- 
timistic about an end to sanctions, the vx 
issue is not the only point of contention 
between Iraq and UNSCOM. The agency 
is still having trouble tracking down 
missing missile propellant and. parts, 
and discovering the full scope of Iraq's 
biological-weapons programme. 
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Information overload. 

With all of your professional reading 
burdens, you probably find it impossible to 
keep up with the new business books. There 
should be a simpler way. And there is. 


A systematic solution. 
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and selected only the quality books for you. 
Who culled the most important ideas from each 
one, and compiled them into a neat little execu- 
tive summary. So you could obtain 
a working knowledge of the book's contents— 
in a fraction of the time. 
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Soundview Executive Book Summaries, 

Every month, you receive quick-reading, 
time-saving summaries of the best new 
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In 1980, shortly after the debut of Executive 
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increasingly irksome management problem: 
too much to read.” Here’s why: 


1. Gain a competitive edge. With the breadth 
and depth of knowledge gained from books, 
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guard, Count on it: Major changes in the 
economy and the business climate are 


ahead. Will you be ready? 


2. Get ideas you can use. Discover practical 
techniques you can put to work immediately, 


3. Bolster your business confidence. You 
gain a real understanding of the key points 
of the hottest new business books. When 
a title or author comes up, you'll be 
prepared to respond intelligently. 
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you retain the content of a summary better 
than a book. 


Slash hundreds of hours off your reading 
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a book with great expectations—only to find it 
a huge disappointment? We select the truly 
worthwhile titles—and discard the rest. 
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books have you read? 
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business titles we summarize for you: 


© The Living Company Arie de Geus 
© The Anatomy of Persuasion Norbert Aubuchon 
© Stress for Success Loehr, Groppel, and Etcheberry 
© The Leader of the Future Hesselbein et al 
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Reading time: 15 minutes each. Tens of 
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informed and ahead. Nothing else even comes 
close. Please respond today. 
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3 Pond Lane, Dept. SECA68, 
Middlebury, VT 05753-1164 USA 

> CALL 802-388-8910 
24 Hours a Day 

> FAX your credit card order to: 
802-388-8939 


> ORDER via the Internet: 
http://www.summary.com (World Wide Web) 


OR e-mail: sales@summary.com 


Pot 5 


Name 


1 Introductory Offer 


send me Executive Tite 
_JYES Book Summaries ¢, 
for 14 months at only US$139 “° 
(US$95 in Mexico). Price — Address 
includes Airmail delivery. Also ° 
rush my FREE copy of Skills City 
for Success. | may cancel at 
any time and receive a full 
refund of the entire purchase 
price. Whatever my decision, 
J everything | receive is mine to 
I keep 


1 EXECUTIVE Book SUMMARIES 
| 3 Pond Lane, Dept. SECA68 
Middlebury, VT 05753-1164 USA 


. 
Zip/Postal Code 


Phone 


Card No 


Signature 


Check enclosed, or, charge my: Visa MasterCard AmEx Diners Club 


U.S funds must be drawn on a U.S. bank. Call or fax for other accepted currencies. 


State/Prov 
Country 


Fax 


__ Exp. date 





INTERNATIONAL E ae 
Zimbabwe 


Peasants’ revolt 


MARONDERA 


ASHLY, Robert Mugabe vowed last 

year that his government would seize 
half Zimbabwe's white-owned farms and 
not “pay a penny for the soil”. The land 
would be redistributed to peasants who 
scratch out a meagre existence in the over- 
crowded “communal areas” where they 
have been confined since the days when 
Zimbabwe was Rhodesia. (Previous at- 
tempts at land reform have petered out.) 
Resettlement, he said, would start this June. 
So, last week, people living in Svosve’s com- 
munal area took the president’s promises 
to heart—and acted on them. 

Svosve is one of the country’s most 
rocky and barren regions. In the past week 
as many as 4,000 peasants have trekked 
some 30 kilometres (18 miles) to stake their 
claims on four sprawling white-owned 
farms, designated for resettlement, in the 
fertile Marondera area, about 70km east of 
the capital, Harare. Carrying their belong- 
ings on their heads and on bicycles, they 
have set up camp on the farms. 

The people claim they are returning to 
the land of their grandparents. Some show 
grinding stones at which their grandmoth- 
ers laboured. Others point to graves where 
their ancestors are buried. “We are not 
squatters,” said one of their leaders. “We 
are Zimbabweans on our own soil.” The in- 
vasion is organised by ex-guerrillas who 
fought to end white minority rule and win 
back the land that white Rhodesians seized 
from the blacks. They assert that they are 
carrying out Mr Mugabe's wishes. 

But Mr Mugabe's plans have changed. 
His fiery oratory, and subsequent publica- 
tion of a list of 1,500 farms to be national- 
ised, unsettled the western donors whom 
he hoped would finance his latest bid at 
land reform. With Zimbabwe's economy al- 
ready in a shambles, Mr Mugabe has had 
little alternative but to assure the imF and 
others that his government would carry out 
a carefully planned and orderly resettle- 
ment, paying full respect to the rights of pri- 
vate property. 

So the government ordered the peas- 
ants to leave the farms. They refused, unless 
the government promised to resettle them 
on the same farms later on. The govern- 
ment hastily launched a new, “accelerated” 
programme. But this would resettle only 
183 families this year—a small fraction of 
the Svosve squatters who would have to 
join a queue of hundreds of thousands of 
other land-hungry peasants. 

Mr Mugabe, increasingly unpopular in 
urban areas, has ruled out using force 
against the peasants, usually his loyal sup- 
porters. But he needs to do something: ifthe 
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Over the fence into grand-dad’s farm 


Svosve invasion succeeds, peasant farmers 
from all corners of the country would 
swarm over commercial farms, making it 


impossible to compensate dispossessed 
farmers or give any order to the reform. 





Angola 


Rebel without a 
cause 


Dp again, Jonas Savimbi is pushing 
to the brink of war the beleaguered, 
potentially rich country he professes to 
love. Exasperated by the Angolan rebel 
leader's delaying tactics, the UN says it will 
slap new sanctions on his UNITA move- 
ment on July ist unless he implements the 
provisions of the 1994 peace accord. The 
sanctions would include a freeze on the as- 
sets of rebel leaders, an embargo on buying 
diamonds mined by unrTA, and a ban on 
the delivery of vehicles and mining equip- 








ment to rebel-held land. 

Will this threat bring UNrTA to heel? 
There is no sign of it. On June 6th, Mr Sav- 
imbi is reported to have told his supporters 
in Bailundo, his stronghold in the central 
highlands, that UN sanctions would be re- 
garded as an attack on UNITA to which it is 
“ready to respond”. In fact, UNITA has been 
responding for some time. 

In recent weeks, the rebels have at- 
tacked civilians, UN observers and army 
positions. Aid workers have been fired at, 
UN staff detained, and regions that had 
been handed over to the government have 
been reoccupied. UN officials report re- 
peated attacks in Huambo and Benguela, 
and confirm the presence of UNITA troops 
“deployed in formations” through the 
heart of the country. Although the govern- 
ment’s security forces have also done terri- 
ble and brutal things, the UN’s secretary- 
general, Kofi Annan, puts the blame clearly 
on Mr Savimbi for a situation which has 
now reached a “critical” stage. 

The worsening military scene has left 
President Jose Eduardo dos Santos's gov- 
ernment threatening retaliation, the troika 
of observer countries—America, Russia and 
Portugal—despairing, and the UN threaten- 
ing to pull out its remaining 1,200 soldiers, 
military observers and police. Nearly four 
years after a peace was signed in Zambia’s 
capital, Lusaka, wide tracts of the country 
remain no-go areas, and at least 1m Ango- 
lans are still listed as displaced. 

Mr Savimbi has failed to implement 
the accord in two major ways. By last April, 
all rebel land was supposed to have been 
handed over to the government's adminis- 
tration. It wasn’t and still isn’t, despite UN 
threats of action. Mr Savimbi remains hun- 
kered down in the central highlands, 
around the towns of Nharea, Mungo, An- 
dulo and Bailundo, the symbolic capital of 
his Ovimbundu people. With him are his 
most hawkish advisers: Armindo Paulo Lu- 
kamba, known as “Gato”, and the man be- 
hind unrra’s security, General “Bock” Al- 
tino Bango Sapalalo. 

Mr Savimbi’s second big breach 
of the agreement is his refusal to 
leave the central highlands to take 
up his position as opposition leader 
in Luanda. He says he fears for his 
safety. But dozens of UNITA men sit 
in the National Assembly, and four 
UNITA ministers and seven deputy 
ministers serve in the government of 
national unity. 

The government, meanwhile, is 
anxious to apply the only pressure it 
believes Mr Savimbi understands: 
force. With the dry season well under 
way, there are fears that Angola’s offi- 
cial army will see international con- 
demnation of MrSavimbias an invi- 
tation to pounce. 
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Russia’s crisis isn't over 


MOSCOW 


Russia’s government is glimpsing hope, in the shape of the IMF. But it still has 


horrible decisions to take 


N-THE Russian idiom, you are caught 


not between Scylla and Charybdis, nor - 


between a rock and a hard place; you are 
trapped “between two fires”. On June 23rd, 
Sergei Kiriyenko, Russia’s prime minister, 
mapped out what he hopes is an escape 
route from an all-encompassing conflagra- 
tion. But his room for manoeuvre is tiny. 

On the one hand, the government faces 
a growing host of striking workers. On the 
other, a team from the umF in Moscow has 
won a promise of further brutal cuts in 
spending as the price of handing over the 
next $670m instalment of a loan already 
agreed upon—and will lay down an even 
more rigorous set of conditions before 
contemplating the much bigger loan that 
the Russians (and an array of exposed west- 
ern bankers) are now pleading for. 

To sharpen the dilemma, a clutch of 
Russian tycoons, some of whom are more 
interested in their own fortunes than in 
Russia’s, are demanding that they should 
have a formal say in running the country 
via a “co-operation council” before they do 
anything to combat the country’s economic 
woes. Yet some of the tycoons, who have 
been profiting from the instability in the fi- 
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nancial markets, are precisely the people 
Mr Kiriyenko should be cutting down to 
size—extracting more taxes from them, and 
denying them the perks of the crony cap- 
italism that has helped to stunt economic 
growth in Russia. 

The latest figures are enough to make 
any government tremble. The price of oil— 
which, with natural gas, is Russia’s main 
earner of foreign currency—is down by 
more than 40% this year. The government 
has to redeem $5 billion in treasury bills ev- 
ery month; over a third of the budget now 
goes on servicing debt. Interest rates are 
hovering at around 60% in order to prop 
up the rouble. The stockmarket has sunk by 
more than 50%. And a vast accumulation of 
unpaid taxes and unpaid wages has 
pushed half of Russia’s economic transac- 
tions into barter, thus starving the treasugy 
of tax revenue. 

To deal with all this, Mr Kiriyenko’$ 
plan has the right ingredients—and for 
once President Boris Yeltsin is squarely 
backing his man. The prime minister says 
he is determined to cut. spending by a fur- 
ther $6.8 billion (8% of the budget) and to 
chase as much “live money”, as Russians 





call it, back into the economy. The plan also 
means shifting taxes away from producers 
and on to consumers; and anyone who 
pays for public services—electricity, gas and 
so on—in cash will be offered a discount. 
The number of civil servants must, says Mr 
Kiriyenko, be reduced by a fifth. More. 
controversially, the state will also screw: 
more cash out of the lucrative alcohol ~; 
industry. 

Why should such measures work this 
time, when most have been promised be- 
fore? Some, such as the sacking of bureau: 
crats, have been quietly dropped when un- 
rest loomed. But this time the more patent 
threat of economic collapse may be co 
centrating minds. As expected, the Duma 
the Communist-dominated lowerhouse of 
parliament, has howled in protest, notably < 
when Mr Yeltsin said that, if the necessary 
bill were not passed before the start of the: 
summer recess on July 16th, he would “t 
other measures”—meaning he would g0 
ern by decree. 

Mr Kiriyenko had a fillip when several ; 
power-brokers from the regions, who are — 
represented in parliament's upper house, 
backed his plan. Among them ate some 
erstwhile left-wing foes of the president, 
such as the governor of the mining regi 
of Kemerovo, Aman Tuleyev. The prime 
minister will also be pleased that: the 
power-hungry tycoons clamouring forthe- 
creation of a co-operation council have for 
the time being stopped demanding a de- 
valuation. After a string of meetings last 
week, one of them in the Kremlin, they have 
agreed to lend their support to the govern- 
ment once the economic co-operation 
council is set up. 

Mr Kiriyenko’s government has also 
been boosted by the addition of Boris Fed- 
orov and the co-option of Anatoly Chubais, 
two of Russia's toughest and most clear- 
headed reformers. Mr Fedorov is now with 
brio setting about collecting taxes and seiz- 
ing assets from Gazprom, the vast gas mo- 
nopoly (Russia’s biggest company) that is 
invariably loth to pay its dues. Mr Chubais, 
who was made head of United Energy Sys- 
tems, the country’s electricity giant, after his 
fall from government earlier this year, has 
been entrusted with the IMF negotiations. 
imperceptibly, Russia has now got its most 
unitedly reform-minded team since 1992. 
Even the erratic president, roused from tor- 
por by the threats of his opponents in par- 
liament, is back in fighting form. But-he 
will need to stay that way if this set of re- 
forms toois not to collapse. 

The fragile political truce could end at 
any time, especially if the tycoons. start 














































































fighting over Rosneft, the last big state oil 
company still unsold. Would Mr. Yeltsin 
then bow once more to political expedi- 
ency and drop the more unpopular mea- 
sures rather than back his government? If 
that happened, the crisis would recur, with 
even worse consequences. 
Russians are nervously eyeing the IMF 
and the West. Mr Chubais has annoyed the 
Fund by saying Russia needs $10 billion-15 
billion to stave off disaster. The mF has al- 
ready been burned by Russian govern- 
“~ ments failing to meet conditions that had 
been painstakingly agreed on. Yet Russia’s 
finances are precarious. Without help from 
abroad—whether from the Fund, from 
western governments, from foreign banks 
~ or from all three—the most liberal govern- 
>- ment in Russia’s history may go under, 
“with the ugliest of political forces, on left 
., and right, waiting to pick up the pieces. 
A ~M 





France 


Jospin discovers America 


PARIS 


ce Y VIEW of the United States has 
changed,” Lionel Jospin, France’s 
prime minister, confessed during his first 
official visit across the Atlantic this month. 
“Contrary to what we [in France] have 
claimed, and indeed believed, the jobs be- 
ing created in the United States are not 
only, or even mainly, low-paid, dead-end 
jobs, but skilled ones in the service and 
high-tech industries.” France, he admitted, 
could learn much about America’s eco- 
nomic dynamism, the vitality of its re- 
search and innovation, its competitive 
spirit and capacity for renewal. 
Was this really a Frenchman—and a 
supposedly dirigiste Socialist to boot—talk- 





WARSAW 


SK a Solidarity veteran what he feels 
about the heady days of 1989, and 
you will see a flicker of regret cross his 
face. That was the year when the Berlin 
Wall crumbled and when Czechoslo- 
vakia had its velvet revolution. It was 
Solidarity’s defiance of communism, 
many of these people would say, which 
made all that possible. Yet, whereas some 
„| other East Europeans then broke defini- 
‚tively with their past, Poland’s democrats 
had to endure an awkward power-shar- 
ing arrangement with their (admittedly 
now pretty contrite) former foes until 
1991 and then, two years later, watch 
them sweep back to power. 

Almost a decade after communism’s 
collapse, some people in the new right- 
wing government elected last September 
think it is time to deal with unfinished 
business. “We could rid ourselves of peo- 
ple from the old system and cleanse Po- 
land of the shame of communism,” says 
Mariusz Kaminski, author of a bill pre- 
sented to parliament this month that 
would ban ex-communists for five to ten 
years from a swathe of public posts, rang- 
ing from cabinet ministers and judges to 
managers of publicly owned companies 
and bosses of state-owned radio and tele- 
vision stations. 

Luckily for President Alexander 
| Kwasniewski, who was once a sports 
minister in the communist era, the ban 
|) -would not apply to directly elected posi- 

= tions, since that would contravene the 
constitution. But it would cover the pow- 
erful office of the prime minister. 

The arrival of the bill crowns.a good 
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Poland rootles out its reds | 


month for communist-loathing mem- 
bers of Solidarity Electoral Action (Aws), 
the senior partner in the new govern- | 
ment. On June 18th a resolution sternly | 
condemning communism was adopted | 
by the lower house of parliament. The | 
same day parliament cleared the way for | 
the creation of a court that will hunt out | 
any old secret-police connections a poli- | 
tician may have been reluctant to bring | 
himself to confess to. 
But none of this necessarily points to | 
a decisive purge of ex-communists. To | 
the pleasure of Mr Kwasniewski, who | 
was shedding his old political clothes | 
back in 1989, the Constitutional Court 
has just rejected a bill that would dismiss 
judges who co-operated with the com- | 
munist regime. He is likely to give short | 
shrift to the “decommunisation” bill ifit | 
reaches his desk. Most members of Aws's | 
Junior coalition partner, the pro-market | 
Freedom Union, are also queasy about | 
such legislation: their leader, Leszek Bal- l 
cerowicz, is a former communist too. | 
The aws is in no mood to let bygones | 
be bygones. It believes it can draw on | 
support from the opposition ifthe presi- | 
dent vetoes the bill. According to Mr | 
Kaminski, it is never too late to do the | 
right thing. The difficulty is that Poland’s 
voters, having put ex-communists into 
both the cabinet and the presidency 
Since 1989, seem to have a different view 
of what the right thing consists of. How- 
ever tortuous the past nine years’ road to 
national reconciliation may have been, 
they may well prefer it to this belated out- 
with-the-villains alternative. 
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ing about a country hitherto regarded as 
the embodiment of cruel free-market ex- 
cess? In the French press, and not just on 
the left, America is often portrayed as “ul- 
tra-capitalist” and arrogant, a place where 
the “law of the jungle” reigns. After the G7 
group of rich countries met in Denver last 
year, President Jacques Chirac declared: “I 
do not want that model.” Until now, Mr 
Jospin has echoed him. 

For their part, many Americans carica- 
ture France as hidebound, strike-ridden, 
protectionist, clinging to old statist, social- 
ist ideals, resistant to change, obsessed with 
its own fading glory, constantly bemoan- 
ing America’s economic, military, and cul- 
tural “hegemony”, and with an irritating, 
seemingly reflex, tendency to oppose the 
Americans on the world stage. 

En route to America, Mr Jospin said he 
would “do away, once and for all, with the 
old stereotypes on both sides”. And he took 
with him his governments two most ar- 
dent fans of America: Dominique Strauss- 
Kahn, his finance minister, and Claude Al- 
légre, an eminent physicist, now minister 
for education and research. Both these flu- 
ent English-speakers, who have taught in 
the United States, have done much to make 
Mr Jospin friendlier to such notions as the 
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PARIS 


RANCE’s parliament cocked a snook 

at the European Commission on June 
19th when it adopted a law letting mi- 
grant birds and waterfowl be shot for up 
to seven-and-a-half months a year, giving 
the country by far the longest hunting sea- 
son in Europe. But the commission is 
blasting back. The fiery French are al- 
ready facing fines for a previous act of de- 
fiance over EU shooting laws. 

Under the wild-birds directive, 
adopted by all Eu countries in 1979, game 
birds may not be shot during migratory 
periods or during various stages of the 
breeding cycle. No dates are laid down. 
But in 1994 the European Court of Justice, 
the Union’s rule-enforcer, said that all Eu 
countries should “guarantee complete 
protection [of gamebirds] during the pre- 
mating migration period”. So shooting 
must stop as soon as birds begin to fly 
back home to nest. 

Most £u countries allow people to 
shoot gamebirds from around early Sep- 





Those revolution ary French shots But France’s 1.6m regular shooters (not | 


tember until the end of January. But in 
France the season begins as early as mid- 
July and may run until the end of Febru- 
ary, depending on the area and the spe- 
cies. After the commission told France 
last November to bring its laws into line 
with the rest of the Union’s, 11 of 
France’s 96 administrative depart- 
ments decided to obey, by closing 
their season a month early—to the 
fury of chasseurs. 

A group of senators from the 
mainstream right then popped up 
with a bill enabling parliament to 
fix each department's seasonal 
shooting dates and got plenty of 
support across the spectrum. Only 
11 Socialists and three other left- 
wingers joined six Greens to vote 
against the bill. It was the turn of 
France’s environment minister, 
Dominique Voynet, the leader of 
the Greens, who keenly support the 
Eu directive, to be furious. 





Even easier to hit on the nest 
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counting another 3.5m occasionals), out- | 
gunning their British and German coun- | 
terparts by factors of two and five, are a 

powerful lobby. Most are blue-collar 

workers or small farmers; many vote left. | 
Brussels, they say, has no right to deprive | 
them of the hard-won spoils of the Revo- 
lution. And Lionel Jospin, the prime min- 
ister, does not want to be winged by them. 











entrepreneurial spirit and the global econ- 
omy—once dirty terms in the French social- 
ist lexicon. “Socialist thinking is in full evo- 
lution,” said Mr Allègre, one of Mr Jospin’s 
closest friends and advisers. 

Throughout his trip, Mr Jospin, who 
has promised France a 35-hour week and 
350,000 public-sector jobs for the young 
unemployed, was at pains to cast himselfas 
a pragmatic reformist bent on “taking 


France into the modern era”. He and Presi- . 


dent Bill Clinton apparently hit it off. Glo- 
balisation, among other topics, was said to 
have proved fascinating at lunch. 

The French are not, however, about to 
adopt what they call the servile suivisme of 
other Europeans, especially Britain, for all 
things American. Though French business, 
youth, and the man-in-the-street are broad- 
ly keen on America, a strong anti-American 
current permeates many parts of the 
French political class, including the Com- 
munists, parts of the Socialist Party, the 
Gaullists and the far-right National Front. 
Many still suspect that Charles de Gaulle 
was right to say that “American imperial- 
ism” was the only real obstacle to “French 
greatness”. Such people accused Mr Allégre 
of “capitulation” when he dared suggest 
that English should “no longer be consid- 
ered a foreign language”. 

For sure, French complaints about 
American pushiness will still rumble. 
Americans will go on grumbling about 
France's haughty need to “go it alone”. But 
the tone may be softening. 
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Germany's Greens 
Whoops 


BONN 


HENEVER Germany’s hapless 

Greens plug one leak these days, they 
promptly spring another. Much more of 
the same and, come September's general 
election, they can forget about sailing into 
government in coalition with the Social 
Democrats. They may even sink out of par- 
liament altogether. 

The man responsible for the Greens’ lat- 
est blunder is Jürgen Trittin, one of the par- 
ty’s two “spokespersons” (they say they hate 
being called leaders), who in a recent 
speech in Berlin seemed to liken demo- 
cratic Germanys armed  forces—the 
Bundeswehr—to Hitler's. 

After cries of outrage from nearly all 
sides, not least from Green members of par- 
liament, a less-than-penitent Mr Trittin in- 
sisted he had been (perhaps wilfully) mis- 
understood. His criticism, he explained, 
had been directed at the public swearing-in 
of recruits, a tradition he felt recalled the 
Nazi era, not the Bundeswehr as such. , 

A storm in a teacup? Not exactly. The 
Trittin affair came just as the Greens 
seemed to be recovering from a bungled 
congress in Magdeburg in March where, 
among other things, they voted almost to 
triple petrol prices over the next decade. 
Shocked by the subsequent (but hardly sur- 
prising) slump in public backing, they held 


another congress in Bonn on June 7th and 
shelved—without quite dropping—their 
petrol-price scheme. 

The revisionists in Bonn also found a 
way round another awkward Magdeburg 
vote, attacked by Social Democrats and 
Helmut Kohl's government alike, which 
had opposed the use of German troops 
abroad, even as part of an international 
force in Bosnia. They decided instead to 
class the Bosnian operation as one of 
“peacekeeping”, which the party broadly 
accepts, rather than “peacemaking”, which 
to sensitive Green ears has an intervention- 
ist ring about it. 

So when the mandate to deploy Ger- 
man troops in Bosnia came up for renewal 
in the Bundestag on June 19th, most Green 
deputies were able to join most Social 
Democrats in the big vote in favour—much 
to the relief of the Greens’ pragmatic par- 
liamentary leader, Joschka Fischer, who 
fancies himself as foreign minister in a red- 
Green coalition. Small wonder he was livid 
when Mr Trittin, with his apparent jibe at 
the Bundeswehr, cast doubt, again, on 
Green reliability. 

Part of this is personal. Mr Trittin and 
Mr Fischer are rivals with big egos and 
sharp tongues. But there is more to it than 
that. Many Greens still see Mr Trittin as 
keeper of the party conscience, which has 
more than a touch of pacifism about it; Mr 
Fischer as the best man to deliver, albeit 
with compromise, the long-yearned-for 
goodies of national office. 

For the Social Democrats this raises two 
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tricky questions. One is whether Gerhard 
Schroder, who says he is seeking a “new 
centre” in politics, could, as chancellor, af- 
ford to lumber himself with so uncertain a 
government partner. The interim answer is 
that he thinks he could, provided the 
Greens did not get any particularly sensi- 
tive cabinet post. Unfortunately for Mr Fis- 
cher, that includes the foreign ministry. 

The other question is whether the 
Greens will get back into the Bundestag at 
all. Until Magdeburg, opinion polls gave 
them more than 10% of the national vote. 
Since then their support has fallen by 
nearly half. If they drop below 5%, they will 
win no seats—which might just let Mr 
Kohl's flagging centre-right coalition 
snatch a narrow victory after all. No won- 
der the Social Democrats look tense when 
the Trittin and Fischer camps again start 
slugging it out. 





The penumbra of 
the past 


MADRID 


[i YOU go by opinion polls, Spaniards 
are not all that excited about the “dirty 
war” waged against Basque separatists in 
the 1980s by a murky organisation called 
the Anti-Terrorist Liberation Groups, better 
known as the GAL. The Basque guerrillas 
were, after all, killing up to 80 people a year 
at the time. Almost a third of those ques- 
tioned in the polls say that what the GAL 
did was justified, even though nearly a 
third of the 28 people it killed turned out to 
have been innocent. 

Most Spaniards think that the man who 
was then prime minister, Felipe Gonzalez, 
was politically responsible for what hap- 
pened, but is not legally liable. It might 
seem that Mr Gonzalez, who appeared in 
court as a witness on the subject on June 
23rd, has little to worry about. But his plans 
for the future could yet be damaged by this 
messy business. 

A former interior minister, Jose Barrio- 
nuevo, and 11 former officials and police- 
men are on trial on charges arising from the 
bungled kidnapping of a Basque furniture 
dealer in 1983 (he was mistaken for a mem- 
ber of the guerrilla movement, ETA, and 
freed after ten days). Mr Gonzalez denied in 
court this week that he had authorised, or 
even known about, the GA's dirty war. He 
dismissed the idea that its amateurish cam- 
paign, mostly in France’s Basque country, 
was meant to get the French government to 
crack down on ETA. France’s president, 
Francois Mitterrand, he argued, had agreed 
to help Spain fight terrorism before the GAL 
ever went into action. Mr Gonzalez said the 
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After you, says Gonzalez 


accusations of involvement levelled at him 
were just part of a conspiracy to oust him 
from power. 

Nevertheless, the week has once more 
drawn uncomfortable attention to Mr 
Gonzalez. The scandal played a big part in 
his electoral defeat two years ago: it was re- 
lentlessly exploited by the People’s Party, 
now in power. (The present deputy prime 
minister is accused of having encouraged 
GAL people to incriminate members of the 
former Socialist government by promising 
them a pardon.) The Supreme Court ruled 
last year that there was not enough evi- 
dence to charge Mr Gonzalez in the matter, 
but that he should be called as a witness. 
And the affair has resurfaced just when he 
is being touted as a possible successor to 
Jacques Santer as president of the Euro- 
pean Commission in 2000. 

Whatever the outcome of the trial—and 
there is speculation that the charges may be 
dismissed on the ground that the events 
took place too long ago—some mud will 
surely stick to Mr Gonzalez. If he is telling 
the truth, and really did know nothing 
about the GAL, then he was a pretty negli- 
gent prime minister. If he did know, then 
he is a liar. Either way, he is willing to let 
subordinates shoulder the blame. It does 
not make him look good. 





Old abit 


BUCHAREST 


. 

OT long ago, Radu Vasile, Romania’s 

new prime minister, offered to re- 
name Victory Square outside the govern- 
ment’s offices in Bucharest after anyone 
who sorted out the country’s finances. A 
team from the im has been in town trying 
to do just that. No one, however, is yet talk- 
ing of mF Square. It is not even clear that 


Mr Vasile and his unruly coalition partners 
will let the Fund do its job. 

Mr Vasile, who became prime minister 
in March, has got off to a fast start, telling 
ministers to stop squabbling in public and 
giving them a set of deadlines for reform. 
Last month, he succeeded at last in getting 
parliament to pass—six months after the le- 
gal deadline—this year’s budget. The Fund, 
which had previously let a $410m loan 
agreement lapse because the government 
had broken various promises, is now im- 
pressed enough to talk about a fresh credit. 

But it will be wary. Apart from Mr Vasile 
and a few technocrats, the new government 
is little different from the four-party coali- 
tion that took power from a group of 
clapped-out ex-communists in late 1996 
and persuaded the world that Romania 
was at last bent on modernity. It drew up 
bold plans to sell, close or overhaul dud en- 
terprises. But when workers jibbed, the bu- 
reaucrats got scared and the coalition 
squabbled. Late payments by unreformed 
state enterprises climbed to $7 billion, 
about a fifth of Gpr. The economy shrank 
by nearly 7% last year and is not expected to 
grow in 1998. That, in turn, helped the So- 
cial Democrats, junior partners in the coali- 
tion led by the Peasants’ Party, to bring 
down the government of Victor Ciorbea in 
March, complaining he had not reformed 
fast enough. 

The new government has made a slew 
of promises: to sell the telephone monop- 
oly, Romtelecom, two banks and an insur- 
ance company; to revamp state-owned util- 
ities; to keep fiscal and monetary policies 
tight. Already, though, it has begun to break 
them. By May 31st it missed a deadline for 
starting to shake up Renel, the electricity 
monopoly. It has put back the sale of Rom- 
telecom from July to September; and has 
yet to decide what stakes to sell in banks 
due to go private by the end of the year. 

The worry is that the government may 
lose heart over reform. Ilie Serbanescu, a 
liberal economist who briefly served as a 
minister this year, says that Romania’s lead- 
ers “don’t want privatisation—they want 
the assets for themselves so they can supply 
their parties with money.” 

The chief obstructors are the Social 
Democrats, led by Petre Roman, the coun- 
try’s first prime minister after the collapse 
of communism. He led the group that 
ousted Mr Ciorbea but has little interest in 
seeing the new government do well before 
the general election due in 2000. His party 
has links to businessmen who would be 
hurt by the sort of reform that would in- 
crease competition and make firms an- 
swerable to private owners. 

Another Social Democrat who might 
make mischief is the industry minister, 
Radu Berceanu. Last month he replaced the 
top managers at Renel and at Romgaz, the 
country’s gas company, when the prime 
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minister was out of the country. Mr Vasile 
threatened to sack Mr Berceanu, but he is 
still there. And some members of parlia- 
ment are themselves in business. For in- 
stance, Trita Fanita, another Social Demo- 
crat, is both chairman of the Senate’s 
agricultural committee and owner of a 
chunk of Agroexport, which dominates Ro- 
mania’s grain trade. Not surprisingly, he is 
loth to see farming liberalised. 

Ordinary Romanians, many of whom 
scrape along on wages of barely $100 a 
month, still seem to like their president, 
Emil Constantinescu, who stays above the 
fray and regularly inveighs against corrup- 
tion by officials. But that, too, is not a battle 
being easily won. In recent weeks it has be- 
come clear that members of the intelligence 
services (including top men in the presi- 
dential guard) have been running a huge 
cigarette-smuggling ring out of Bucharest’s 
military airport. 

Another bad sign is that charges against 
Miron Cosma, whom prosecutors had ac- 
cused of leading riots in 1991 in which 
three people died, have been dropped. Mr 
Constantinescu had earlier proclaimed his 
arrest a symbol of his government's break 
with a lawless past. Alas, as Mr Vasile is 
discovering, the past is not easily aban- 
doned in Romania. Victory Square may 
keep its name for a while yet. 





Czech Republic 


Centre holds 


PRAGUE 


HE party that won the most votes in the 

Czech general election on June 20th— 
the Social Democrats, led by Milos 
Zeman—may yet fail to form a government. 
But, whatever coalition emerges, reform is 
likely to go ahead, albeit slowly: the voters 
showed they wanted it, by converging on 
the political middle ground. Despite its 
less-than-shiny economy, the country now 
has a chance of recovering its political 
poise. It remains on course to join NATO 
next April and the European Union a few 
years later. 

Mr Zeman, tacking from 
left to centre, won 32% of the 
vote. The mainstream right, 
divided three ways, still got 
about 45% all told, with Vac- 
lav Klaus, prime minister for 
most of the Czechs’ post-com- 
munist era until his fall last 
autumn, coming back 
strongly to win second place 
for his slimmed-down Civic 
Democrats. Josef Lux of the 
Christian Democrats, who 
stand a notch to the right of 
centre and to the left of Mr 


Christian 
20 (18) 


Social 
74 (61) 
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The Zeman puzzle 


PRAGUE 


| JT IS not absolutely clear what sort of 
policies Milos Zeman, whose Social 
Democrats won the Czech general elec- 
tion on June 20th, would actually 
| espouse if he were to succeed in building 
a government coalition. The blunt, 
chain-smoking left-winger 
has done well to raise the 
party's national vote from 
less than 7% to 32% since he 
took it over in 1993. Now 
he will have to curb his left- 
wing instincts. 

He is not a natural 
compromise-maker. In his 
| campaign, he relentlessly 
| lambasted the tax-evading 

rich and the corrupt bene- 

ficiaries of privatisation. 

His favourite sound-bites— 

“We want the school, not 
| the bank, to be our most 
| important institution”—went down well 
with Czechs who felt jolted by the pace of 
reform and the inequalities it has led to. 
He was at pains to massage the old-fash- 
ioned socialists and former communists 
among his supporters. 

Off the hustings, however, he is 








Warrior socialist 
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keener to paint his Social Democrats as 
modern-minded centre-leftists. He sin- 
gles out Austrian and Swedish Social 
Democrats and Britain’s new-look La- 
bour Party for praise. His younger mem- 
bers are keen to join the EU and NATO. 

But on economic mat- 
ters Mr Zeman still sounds 
ambiguous. Local and for- 
eign investors blanch at his 
breezy assertion that he 
can make the economy 
grow and still run a budget 
deficit. He also wants to 
slow down the privatisa- 
tion of the Czechs’ rocky 
state banks, slap tariffs on 
imports, put up the mini- 
mum wage and increase 
welfare, while continuing 
to subsidise housing and 
energy costs. 

And on one other thing he will not 
compromise. War, he says, must be 
waged against corruption. And he is de- 
termined to have dubious privatisation 
deals of the past investigated. “People | 
who got rich dishonestly,” he warns omi- 
nously, “are right to fear our victory.” 








Klaus, is likely to join whatever ruling coali- 
tion evolves. And the freshest new outfit on 
the Czech stage, the economically and so- 
cially liberal Freedom Union, looks set to 
hold the balance. It is led by Jan Ruml, who 
split off from Mr Klaus—and helped caused 
his downfall—after scandals over party fi- 
nance. Though the old-guard Communists 
did quite well to edge up from 10% to 11% of 
the vote, the racist Republican Party, on the 
far right, slumped to less than 4%. On the 
whole, populists at both ends of the spec- 
trum did badly. 

Vaclav Havel, the Czechs’ non-executive 
president, helped bring about the banker- 
led caretaker government that has ruled 
since Mr Klaus’s fall. Now Mr Havel would 


Czechs balanced 
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probably like a coalition made up of Mr 
Zeman’s Social Democrats, Mr Lux’s Chris- 
tian Democrats and Mr Ruml’s new- 
fangled Freedom Union. If the Freedom 
Union and the Christian Democrats 
teamed up with Mr Zeman, they might 
dampen the Social Democrats’ eagerness to 
bring in a high-spending budget. 

They would also have to prod Mr Zem- 
an into dropping his reluctance to priva- 
tise. All three parties say they are keen to 
clean up Czech politics, which became too 
sleazy under Mr Klaus. A big snag, however, 
is that Messrs Zeman and Ruml do not get 
along. Indeed, Czech politics is riven by bit- 
ter personal jealousies. 

Coalition-building could take weeks, 
even months. Yet the Czechs 
need a firm hand—and soon. 
The economy is pretty shaky. 
Gop declined by 0.9% in the 
first quarter of this year, the 
first fall since 1993, with new- 
car sales particularly hard hit. 
Several big banks are still in 
dire trouble. Analysts at 
Goldman Sachs, Merrill 
Lynch and Nomura all say the 
koruna is overvalued by up to 
15%. Whoever takes over must 
move fast. 
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NOTHER week, another scandal about Europe’s parliament. 
This time it is Euro-mps’ pay, especially their allowances 
and expenses. EU auditors have repeatedly complained that 
these are too generous and too easily abused. Several members 
have been caught claiming to have been attending when they 
were not. Others have produced ritzy hotel bills and tycoonish 
ticket stubs when they had dossed down en pension and trav- 
elled toilet-class. At last week’s summit in Cardiff, Europe's 
heads of government duly attacked the parliament's hapless 
Spanish president, Jose-Maria Gil-Robles, for not stopping such 
practices. The usual headlines screeched about “Euro-sleaze” 
and “gravy trains”. And if the story is not fiddled expenses, it is 
the parliament's absurd travelling circus between Brussels, Lux- 
embourg and Strasbourg, munching 
up $120m a year; or the monstrous 
glass palaces that have just gone up 
in Brussels (costing $1 billion) and 
Strasbourg ($500m), with offices 
equipped with showers ($10,000 
each) and desks at a mere $3,000. 

It is, says Pauline Green, the (Brit- 
ish) leader of the Socialist parliamen- 
tary group, a pity, because such sto- 
ries ignore the parliament’s good 
work. She has been leading the fray 
to reform the system of allowances 
and expenses; but she has met what 
she diplomatically terms “different 
cultures and traditions”. As for the 
farce of running so many ecu-guz- 
zling places at once, she squarely 
blames heads of government, who 
decide where the seats of all Ev insti- 
tutions should be. 

Mrs Green has been Socialist 
leader since 1994. Her French prede- 
cessor was unpopular; she has 
earned the grudging respect of the 
group, which is the parliament's big- 
gest. Indeed, she admits to having 
won a reputation as a street-fighter, 
reflecting her past as a policewoman i 
who grew up and still lives in Tottenham, north London (though 
she is half-Maltese). In an assembly woefully short of leaders, she 
stands out. Mr Gil-Robles, a bloodless Spanish hidalgo, seems a 
cardboard cut-out. Wilfried Martens, a Belgian former prime 
minister, is a weak boss of the second-biggest group, the Euro- 
pean People’s Party, a motley crowd of Christian Democrats, 
British Tories and members of Italy’s Forza Italia. Mrs Green is 
thus the favourite to take the presidency of parliament after next 
year’s elections. Even parliamentary chauffeurs, she wryly notes, 
are betting on her—and they are often in the know. 

Can she make the parliament more loved? A first test will be 
the elections themselves. As ever, the turnout will be low (57% all 
told last time round, with under 40% of registered British, Irish, 
Portuguese and Dutch voters bothering to show up). And cam- 


_-paigns are likely to be narrowly national. Mrs Green says it is too 


early in the parliament's life to hope for genuine cross-border 
campaigning. She thinks it premature, too, to pursue a plan ofa 
former commission president, Jacques Delors, to use the elec- 
tions as surrogate campaigns for each political group's candi- 
date for the commission presidency, also due to be chosen next 
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Pauline Green, the European Parliament's cop 
































June, though she calls the idea intriguing. Yet she hopes national 
campaigns will dwell on European, not domestic issues. 

And after the elections? The Amsterdam treaty once again 
strengthened the parliament’s powers. It may now reject nomi- 
nees for the commission’s presidency. In terms of vetting legisla- 
tion, the parliament has become near-equal to the Council of 
Ministers, which represents national governments: witness the 
vast array of lobbyists swarming the corridors in Strasbourg. Yet 
most of the Eu’s 370m people remain bleakly indifferent to their 
continental parliament. 

That is why, unlike many of her colleagues, Mrs Green wel- 
comes a decision taken at Cardiff to debate Europe’s future. She 
is not afraid that national govern- 
f° ments, pleading the cause of “sub- 
LRP sidiarity’—the doctrine of taking de- 

AE cisions at the lowest possible level— 
mens 


» will grab back powers ceded to the 
EU. But she thinks national parlia- 
ments should have scrutiny over EU 
decisions. That need not mean 
fiercer competition between Eu- | 
D ropean and national parliaments. | 
Only the Strasbourg body can, | 
she believes, exert democratic con- | 
trol over EU-wide decisions. But na- | 
tional parliaments should more rig- | 
orously monitor their own govern- | 
ments’ actions in the council. A new 
body to represent national parlia- 
ments, favoured by some govern- 
ments, would be too cumbersome. 
Mrs Green, however, wants national 
and European parliamentary com- 
mittees to work together, even to 
hold joint meetings. 
The euro will offer a big chance. It 
is impractical for Wim Duisenberg, 
the European Central Bank’s new 
president, to be quizzed by all na- 
tional parliaments. So he should first 
ofall be accountable to the European 
Parliament. Mrs Green's model is the 
American Congress’s oversight of the Fed. But she also wants two 
meetings a year of the European Parliament’s monetary commit- 
tee and its equivalents in national parliaments. 

It sounds harmonious enough. Yet it is hard to detect much 
enthusiasm in national parliaments for letting its European 
counterpart oversee the new bank. Indeed, the French National 
Assembly has already said it wants Mr Duisenberg to report 
straight to it. And several national governments have already 
said they want to exert their own political influence.on Europe’s 
central bank. Over the single currency—as over much else in the 
EU—a political tussle for power and influence is looming. 

And that is where the scandals about the European Parlia- 
ment’s expenses, buildings and the rest will tell. So long as Euro- 
pean voters think first of all about such scandals when re- 
minded of the European Parliament, it will stay unpopular— 
which in turn will make it more likely to lose its struggles for 
power with national governments, national parliaments and 
the commission. Mrs Green, the parliament's. would-be presi- 
dent, has plenty of truncheon-wielding ahead if she wants her 
institution’s influence to grow. 
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Government enthusiasm has put Britain at the cutting edge of digital broad- 
casting technology. This is proving an uncomfortable place to be 


_ JUNE 23rd was the closing day for appli- 
© J cations to the Radio Authority for Brit- 

> ain’s first commercial franchise for digi- 

“tal radio. Digital transmission, as. every- 
body is supposed to know by now, is the 
future for radio and television. These days 
the speeches of politicians and broadcast- 
+ ers thrill to the excitements of the digital 
revolution; and in March, the Radio Au- 
thority made a big noise about the new 
franchise, taking space in the Financial 

Times to advertise it. But, when it came 

down to it, commercial radio broadcasters 

were not so excited. By 2pm, the closing 
time for applications, the Radio Authority 
had received just one, from a consortium in 

__ which GWR, one of Britain’s biggest com- 

> mercial radio groups, has a 57% stake. 

‘While America experiments and argues 
about standards, Britain is forging ahead 
with digital broadcasting technology. In 
1995 Britain was, along with Sweden, the 
first country in the world to broadcast digi- 
tal radio; and, this autumn, it will be the 
first country to switch on digital terrestrial 
television broadcasts. 

The government is pushing the technol- 
ogy because it crams more information 
into the same amount of bandwidth as an- 
alogue. If existing broadcasters can be 
squeezed into a smaller slice of the air- 
waves, then the government can sell off 
_» What remains to other commercial users. 

“~~ There is another reason, more nebulous 
but just as powerful. This government, even 
more than its predecessors, is a sucker for 
all things modern. Digital broadcasting, 
Chris Smith, the culture secretary, told tele- 
vision bosses in Cambridge last autumn, 
“will put the ux at the cutting edge of devel- 
oping new services, including interactive 
services, as well as new technologies. Digi- 
tal broadcasting ...should provide an 
opportunity for Britain to make a valuable 
contribution to the growing global com- 
munication revolution.” 

There is no doubt that, eventually, all 
television and radio broadcasting will be 
digital. But that leaves open the question of 
when Britain gets there, and how. The gov- 
ernment: has set a fast pace by giving the 
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Chris Smith’s digital dare 
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BBC money to invest, and by auc- ~ AN 
tioning franchises to pull in the pri- NY ; 
vate sector. There are worries among ae 
businessmen (quietly voiced, because ‘ES 
nobody wants to be seen to be a party- 
pooper in these exciting times) that the 
pace may be too fast. 

The Bac, fearful that the proliferation 
of private broadcasting will make it irrel- 
evant, wants to keep a tight grip on the 
future; and the government, keen to keep 
the BBC healthy and friendly, supports 
this aim. So, when the Bac sold its trans- 




































mand for digital radio. It 
has advantages. The quality 

of reception is much higher (r 
more fuzzy Mozart); receivers wil 
play text to supplement broadca: 
more irritating music you can’ 
place); and broadcasters will be ab 
cram more stations into their freq 
cies. But there is some doubt as to how 
much more radio people want; and 
anyway, until lots of people buy receiv: 
ers; broadcasters will not invest innew 
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mission. system last year for £244m } services. An 
($405m), it was given a deal unlike any For the moment, only the mos 
other public body whose assets had been }¥/ | dedicated of radio hams is likely to 
privatised: it got to keep the proceeds so ih fork out the £500 that sets are expect 


long as it invested them in digital tech- FZ] tocost when they come on tothe m: 


| ket next month; and since Swed 
| 


nology. Out of that windfall it paid for | 


the digital radio transmission system it 
had started building in 1995. 

This system now has 27 transmitters, 
broadcasting to the nation its existing 
radio stations, and three new services as 
well, just for the 250-or-so people (in- 
cluding the queen and Mr Smith) who 
have digital radios. The BBc will not 
say how much this costs: that is com- 
mercially sensitive information. 

In one sense, it is good for com- 
mercial radio broadcasters if the BBC 
forges ahead and creates a market for 
digital radio receivers. They worry, 
though, about the technology that the 
BBC is using—a system called Eureka, 
developed by a bunch of European 
research institutes, and quite differ- 
ent from the system that American 
radio companies are experiment- 
ing with. Eureka may turn out to be 

just the thing; but, says a commer- 
cial radio executive: “Were ner- 
vous about going with a system 
that has come out of government 
research labs, not out of busi- 
nesses.” However, once the BBC 
has set the standard, the com- 
mercial broadcasters will have 
to go with it. 
The other concern. is 
whether there really is any de- 


and Canada are the only other coun 
tries experimenting with Eureka, | 
there will not be the economies of - 
scale, and thus the lower receiver 
4 prices, that come from sharing tech- 
nology with other big markets. Even 
so, the government expects the GWR 
consortium to start broadcasting 
next year or risk losing its franchise.” 
Digital television is further along 

the road than radio but confronts _ 
similar problems. British Digital 
Broadcasting (BDB), which has the 
terrestrial. television franchise, is 
owned by two of Britain’s biggest 
commercial broadcasters, Carlton 
and Granada. It plans to switch on 
in late autumn, with a package that: 
offers some new low-budget pro 
gramming and will be a cheap way 
into pay-television. 
But like radio, BbB has a de- 
mand problem. It had been plan- 
ning to sell itself as bargain-base- 
ment pay-television, with 12 
channels for about £10; but cable’ ` 
companies have started offering 
packages for as little as £8:87, 
and BSkys, its biggest rival, is 
also thinking of undercutting — 
BDB. The competition is likely 

to dissuade customers from 
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spending the £299 that a BDB set-top box is 
likely to cost. However, commercial televi- 
sion companies in Britain have always re- 
lied on the government to carve them out a 
space in which they can make money; ac- 
cordingly, Granada and Carlton are relying 
on the government to announce a date for 
switching off the existing analogue trans- 
mitters, which they reckon will send the 
British public hurrying to the shops to buy 
digital equipment. 

That raises BDB’s biggest difficulty. Its 
transmission system, which is patched in 
between those of existing users, reaches 
only 90% of households. “It’s a problem we 


knew existed but have avoided thinking 
about,” says a civil servant. But the crunch is 
coming. If the government announces a 
switch-off date for analogue, 10% of the 
country is in danger of being left without 
terrestrial television transmissions, and if 
it does not, it increases the danger that BDB 
will bomb. 

Even were it nota participant in broad- 
casting, the state would still be involved as 
a regulator in the switch from analogue to 
digital. But it might have been better if, as in 
other countries, the government had left 
the commercial broadcasters to go at a 
slower pace, with their own money. 








Climate change 


A taxing issue 


Exactly how is the government going to meet its targets for cutting emissions of 


greenhouse gases? 


ROMISES are easier to make in opposi- 

tion than to keep in government, as the 
lengthy queues for health care prove. Re- 
ducing hospital waiting lists, however, is 
child’s play compared with honouring 
Labour’s manifesto pledge “to lead the 
fight against global warming.” 

That fight has been made harder by the 
government's “energy review”, the conclu- 
sions of which were announced on June 
25th, as The Economist went to press. The 
purpose of the six-month review was, in ef- 
fect, to shore up what remains of Britain’s 
dying coal industry, which in the past few 
years has seen its last big market, electricity 
generation, lost to new gas-fired power sta- 
tions. The government has bought time for 
coal by delaying approvals for further gas- 
fired plant; it also wants coal producers to 
cut their prices. As industrial policy, this is 
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suspect; measured against the govern- 
ment’s environmental boasts, it is incom- 
prehensible. The trouble is, the switch to 
gas has cut Britain’s emissions of carbon di- 
oxide (CO2), the main greenhouse gas. By 
slowing down this change, the government 
is discouraging further progress. 

Under the Kyoto agreement on climate 
change, Britain is legally committed to re- 
ducing its production of six greenhouse 
gases by 12.5% of 1990 emission levels by 
2@10. Labour's election manifesto went 
much further than this, promising to cut 
CO; emissions by 20%. If this target is to be 
met, it will inevitably require much higher 
energy prices as well as radical action to re- 
strain car traffic. The ground is ill-prepared 
for such politically sensitive decisions. But 
later this summer ministers are due to pub- 
lish a consultation document on their 


plans. This will be followed by a white pa- 
per next year. 

The size of the task is shown by a warn- 
ing last year from the government's own 
advisory panel on energy. It said that, ifreli- 
ance were placed solely on higher energy 
taxes to meet the 20% target, domestic gas 
prices might have to double and electricity 
prices increase by nearly half. Last year the 
Royal Commission on Environmental Pol- 
lution proposed broader-based but equally 
eye-popping measures. These included 
raising transport fuel duties by 9% a year in 
real terms—50% faster than the govern- 
ment'’s current policy—thus doubling pet- 
rol and diesel prices over the next decade. 
In addition, the commission said, the 
growth in urban traffic would have to be 
cut by halfand the average fuel efficiency of 
new cars improved by 40%. 

Some business leaders support the idea 
of a tax—as long as revenues are recycled 
through cuts in other corporate taxes, such 
as employers’ national-insurance contribu- 
tions. Earlier this year the Advisory Com- 
mittee on Business and the Environment, a 
business group, urged the government to 
consider a levy on CO2 emissions. In re- 
sponse, Gordon Brown, the chancellor of 
the exchequer, set up a task-force chaired by 
Sir Colin Marshall, chairman of British Air- 
ways. Its report is due to be delivered in No- 
vember; and an energy tax levied on busi- 
nesses is a possibility in next year’s budget. 

The Marshall task-force, aided by civil 
servants from the Treasury, the Depart- 
ment of Trade and Industry, and Customs 
and Excise, is examining two main options. 
One is an energy tax on businesses. The 
other is a system of emissions trading in 
which companies would buy and sell per- 
mits allowing them to emit a specified 
amount of greenhouse gases over a given 
time period. 

In some respects, the two ideas would 
have similar effects. Both would give com- 
panies an incentive to cut emissions (clean 
up, or else pay the tax or buy a permit). Both, 
in theory, should encourage those who can 
afford it to cut emissions the most. The net 
effect of either on the exchequer could be 
nil if the chancellor chose: he could hand 
back tax revenues to business, or auction 
permits and hand back the proceeds. But 
both would create big winners and losers: 
some energy-intensive companies would 
pay far more in tax, or for permits, than 
they received in rebates. 

There are important differences, too. A 
general energy tax would be far simpler to 
administer and less of a burden for smaller 
companies than a permit-trading system. 
Against that, control of the number of per- 
mits should allow the government to limit, 
and cut, emissions with more precision 
than it could by using a tax. And the effect 
of permit trading on different industries 
would depend on how the permits were al- 
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Doing Business 
In Arkansas [Involves 


A Knowledge Of 
Native Customs. 


iverybody knows that all work and no play 
nakes for uninspired employees. With miles 
f mountains and fishing streams, Arkansas 
yrovides an environment that keeps employee 
yroductivity high. Yet our diversity isn't 
imited to our geography alone. Arkansas has 
ull the technological advances, low- cost sites, 
ind an ideal location midway between 


Montreal and Mexico City. Plus, incentives 
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new job created by eligible businesses anc 
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located in the first place. Energy-intensive 
firms, not surprisingly, would like permits 
to be handed out in proportion to past 
emissions. That would soften the blow for 
them—but would also hurt new entrants 
and growing companies, which would 
have to buy permits to expand. 

The task-force may dodge this last issue 
but it is expected to recommend a hybrid 
system: a general energy tax for smaller 
firms combined with emissions trading for 
larger companies. Both will require legisla- 
tion which will not be passed speedily. 

Other questions remain. For instance, 
who should pay the tax? Taxing firms’ con- 
sumption of energy is a blunt instrument: 
there is no way of telling whether a specific 
kilowatt-hour was generated from coal- or 
gas-fired power stations. Taxing electricity 
generators is also unsatisfactory if the tax is 
not to fall on domestic as well as corporate 
electricity consumers. And whatever 
method is chosen, such is the short-run un- 
responsiveness of energy demand to prices, 
that a tax or permit system will probably 
take several years to have an effect. 

Time, however, is running out for the 
government if it is to fulfil its election 
pledge. To meet its target of a 20% reduc- 
tion on the 1990 level of 158m tonnes of car- 
bon, emissions will have to be cut by 35m 
tonnes from the levels projected for 2010 
(see chart). Industry may be able to contrib- 
ute a quarter of that amount if taxed 
heavily. But what of the rest? 

The fastest growing source of CO, emis- 
sions is traffic. As the Royal Commission 
on Environmental Pollution points out, 
transport accounts for the whole of the pro- 
jected increase in CO, emissions between 
1970 and 2020, an increase of 39m tonnes 
of carbon. Two-thirds of the rise is ac- 
counted for by private cars. 

Supposedly, the white paper on trans- 
port to be published next month will seek 
to restrict such growth. But Tony Blair was 
reported once again this week to be water- 
ing down the politically unpalatable mea- 
sures that would be needed. This, plus the 
cut in vAT on domestic fuel and this week’s 
deal to help the coal industry suggest that 
ministers do not have the stomach for a 
fight, even one of their own choosing. 
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Schools 


Cloned zones 


LTHOUGH David Blunkett, the educa- 
tion secretary, is right to criticise the 
knee-jerk cynicism which seems to greet 
any proposal to improve school standards, 
it is hard not to be just a bit sceptical about 
the “education action zones” scheme that 
he launched this week. Each of the initial 25 
zones will cover up to 30 schools where pu- 
pils’ achievement is low; money from the 
government and private sponsors will be 
used to test a wide range of innovations, 
from weekend classes to “interactive home- 
work” done on computers. But the schemes 
are much less radical than they could be, 
and so the initiative risks being a flop, as 
were previous action-zone schemes. 
Education action zones, then called 
educational priority areas, were one of the 
main recommendations of the Plowden re- 
port on primary education in 1967 (though 
ironically it is best remembered for intro- 
ducing the “progressive” teaching methods 
which are now often blamed for educa- 
tional under-achievement). The Labour 
government of the day backed the scheme 
but soon found it hard to afford the extra 
money the priority areas were supposed to 
get. The scheme’s credibility was under- 
mined by studies showing that the zones 
were badly chosen and had fewer deprived 
children than in other districts. They gradu- 
ally faded away, especially after Margaret 
Thatcher became education secretary in 
1970, leaving behind few achievements. 
This unhappy episode did not deter the 
French government from launching zones 
d'éducation prioritaires in 1982 and 
chucking vast sums of money at them— 
schools in the zones get three times as much 
as those elsewhere. The French government 
claims that the scheme has narrowed the 
gap between the zones’ pupils and those 
outside. But a study in 1994 by the OECD 
found that pupils in the zones were still 
twice as likely as those outside to repeat two 
or more years of their schooling (as is the 
French custom for those who do badly). 
Stephen Byers, Mr Blunkett’s deputy, 
claimed at this week’s launch that the new 
action zones would be “a real threat to 
those vested interests which have for too 
long held back the school system.” But who 
are these vested interests? Step forward, the 
local-education authorities (LEAs) which 
have been running these underperforming 
schools. So why is it that the same LEAs wil} 
run almost all of the action zones? 
Businesses participating in the zones 
may be paid fees for consultancy work but 
the teaching unions have wrung from min- 
isters a promise that no firm will profit 
from providing state-financed teaching. So 
much for Mr Blunkett’s claim that the zones 
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Don’t moan about my zones 





would produce new ways of running 
schools that were free from educational 
and political dogma: what, other than pure 
dogma, is the notion that it is sacrilegious 
to make a profit from education? 

If Mr Blunkett really wanted to be radi- 
cal, he could create zones where private 
firms take over the entire running of 
schools, or ones where parents get vouchers 
to spend either at state or private schools. 
Or how about the experiment suggested by 
Sir Peter Newsam, a former head of London 
University’s Institute of Education, for ini- 
tiative-free zones, where head teachers are 
left to run schools without constant med- 
dling from local authorities and ministers? 
— a 





Gay rights 


Dissenting adults 


OR a government which courts electoral 

popularity, gay sex is a problem. For 
many New Labour activists and MPS, 
equalising the age of consent for homosex- 
uals and heterosexuals at 16, for which the 
House of Commons voted by a huge major- 
ity on June 22nd, is an article of faith. But 
opinion polls find that around 70% of the 
population opposes gay sex before 18. 

The strategy of Tony Blair, the prime 
minister, has been to change the law while 
minimising the flak. Officially, it is not the 
government that is proposing equalisation. 
The proposal, an amendment to its Crime 
and Disorder Bill, was put forward by a 
backbencher—although drafted by govern- 
ment lawyers. And the Commons vote was 
supposedly a free one—although no gov- 
ernment minister voted against. 

As well as distancing itself from the leg- 
islation, the goverment was keen to 
minimise public discussion. The new 
clause on the age of consent was tabled at 
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the last possible moment, and after the 
stage of detailed committee examination. 
And the debate was set for the same eve- 
ning as the England football team’s World 
Cup match against Romania, to distract the 
tabloids, for once, from writing about sex. 

Successful? Yes, in that the vote was 
won easily and the media’s response was 
mixed and muted. But many MPs worry 
that the age of consent should not be low- 
ered without safeguards for certain groups. 
Crispin Blunt, a Conservative, quoted a re- 
cent report on sexual abuse in care homes. 
Both offenders and victims, said Mr Blunt, 
were typically male. And Joe Ashton, a La- 
bour Mp, drew widespread support for his 
attempt to ban sex, both gay and straight, 
between people under 18 and those with 
authority over them. Despite the govern- 
ment’s opposition, Mr Ashton’s amend- 
ment was defeated by only 40 votes. 

Still, a defeat is surely just that? Up toa 
point. For the Crime and Disorder Bill, 
which covers the age of consent, has still to 
get through the House of Lords. Even before 
the June 22nd vote, some peers were grum- 
bling about lowering the minimum age for 
gay sex. The narrowness of the defeat for Mr 
Ashton may embolden them. 

By tradition, the Lords do not vote 
against the government's manifesto com- 
mitments. But then an equal age of consent 
is not, officially, government policy. In ad- 
dition, opposition is likely to be led by 
bishops (of whom 24 sit in the Lords), mak- 
ing it harder for the government to dismiss. 
The Lords may vote only for a version of Mr 
Ashton’s amendment rather than bluntly 
rejecting a lower age of consent. But even 
this would force the issue back to the Com- 
mons, and attract publicity which the gov- 
ernment would rather avoid. 

At least the gay community, you might 
think, would be grateful to the government. 
Not so. The Commons vote has whetted, 





notsated, the appetite for change. Members 
of Outrage, a gay activist group, were this 
week waving placards declaring “16 is just 
a start”, and are said to favour reducing the 
age of consent to 14. 

Stonewall, a mainstream gay-equality 
group, does not share this agenda. But its 
demands include equal rights for gays and 
heterosexuals—as couples, parents and 
criminals—and the repeal of a law banning 
the promotion of homosexuality in 
schools. Stonewall was dismayed when the 
government, citing worries about under- 
mining marriage and the family, rejected 
proposals this month for a law banning 
discrimination against gays. Whatever the 
government's hopes, equalising the age of 
consent will not be enough to keep gay is- 
sues out of the headlines. 
eee 





Transport 


Odd coupling 


EA by the unconventional standards 
of the two principals, the deal between 
Brian Souter and Richard Branson an- 
nounced on June 22nd seems bizarre. Mr 
Souter, chairman of Stagecoach, a bus and 
train company, paid £158m for 49% of Mr 
Branson’s Virgin Rail company. 

This gave Mr Branson a juicy return on 
his investment, and allowed him to keep 
firm control rather than floating it on the 
stockmarket, and still provide an exit route 
for his venture-capital partners. The deal 
has pushed his stake up from 41% to 51%, 
and the partners have been bought out. As a 
consequence of avoiding a listing, Mr Bran- 
son will not have to provide a lot of de- 
tailed financial information about the per- 
formance of Virgin Rail. 

But if Mr Branson has done well from 
the deal, what is in it for Mr Souter? The 
stockmarket immediately decided that Mr 
Branson had pulled one of his famous 
woolly jerseys over Mr Souter's eyes and 
chalked about 4% off the value of 
Stagecoach’s shares. 

There are plenty of reasons to think that 
Mr Souter’s strategy is as crumpled as his 
sports jackets. Even if Mr Souter is right in 
his guess that Virgin Rail, which turned 
over about £400m in 1997-98, will be a £1 
billion company by the time its franchises 
end in 2012, the chances of earning a de- 
cent return on his money look slim. 

e Virgin Rail has to finance the £870m 
gost of smart new trains for its London- 
Glasgow and Aberdeen-Penzance routes; it 
will have to pay £220m back to the taxpayer 
in the final year of the franchise; and it has 
to share its profit with Railtrack to pay back 
the track-owning company for the £2.1 bil- 
lion it will spend on improving the Lon- 
don-Glasgow line. 





Souter and Branson play trains 


However, Mr Souter’s response is that 
he is a lot more interested in the big profits 
to be earned before then. He reckons Virgin 
has solved most of the early teething prob- 
lems that gave the company a bad name for 
late trains. Passenger numbers are already 
growing faster than Virgin predicted and 
they should grow even faster by 2005 when 
Virgin plans to run trains every 15 minutes 
between London and Birmingham, taking 
just over an hour for the journey. And, he 
says, the shares were less than half the cost 
of shares in other comparable British trans- 
port companies. 

But perhaps Mr Souter is also looking 
farther ahead, and expects to get his mon- 
ey’s worth from Mr Branson in other ways. 
Mr Souter recently bought Prestwick Air- 
port near Glasgow. It makes a tidy little 
profit, but could earn much larger sums if 
the previous owners’ dream of turning it 
into a big freight-handling base can be 
made a reality. 

This, however, depends on the British 
government agreeing an “open skies” deal 
for freight with the American government. 
The Americans are happy to sign, but the 
British are reluctant to conclude agreement 
on freight without a deal on passenger traf- 
fic as well—because they are concerned to 
protect British Airways’s transatlantic pas- 
senger traffic. 

However, Mr Souter thinks that freight 
ought to be kept separate from passenger 
matters and in Mr Branson, whose Virgin 
Atlantic airline is a thorn in the side of BA, 
he may have found an ally in making that 
argument. Winning an open-skies freight 
deal could also open the way to creating a 
British freight-carrying airline, at which Mr 
Souter may eventually want to try his hand. 
The two men’s new friendship may yet run 
far deeper than a shared disdain for ties. 
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| every afternoon in Westminster. 








The most dangerous man in Britain 


NY unelected official who comes to be described as the sec- 
ond most powerful man in Britain is riding for a fall. The 
power of Alastair Campbell, Tony Blair’s towering press spokes- 
man, is especially resented by backbench members of Parlia- 
ment, who find that being elected has conferred on them virtu- 
ally no power whatsoever. Courted by the press, forever at the 
side of the prime minister, present at every meeting of the cabi- 
net, the former Mirror. journalist has become everything that the 
average MP wants to be but is not. No wonder many of them 
would like:to see him cut down to size. 

If that was the aim of the Public Administration Committee 
when it summoned Mr Campbell to committee room eight of 
the House of Commons this week, 
the effort was a flop. Mr Campbell 
is a class act. He seemed to find it 
even easier to run circles around — 
his parliamentary interrogators 
than he does to circumnavigate 
the parliamentary “lobby” jour- 
nalists whom he briefs every 
morning in Downing Street and 


By comparison with those brief 
ings, he was.on his best behaviour 
for the mrs: Buthe still made pretty 
short work of their questions. 

Had he stepped over the mark 
when he wrote to two ministers, 
Harriet Harman and Frank Field, 
telling them to stop their own de- 
partment’s leaks to journalists? 
No: he was merely acting as the 
prime minister’s emissary. Were 
he and his colleagues using leaks 
to bypass Parliament, as the 
Speaker, Betty Boothroyd, had re- 
cently complained? No: and the 
committee could surely not accuse 
him in the same breath both of 
leaking too much and (in the case 
of Ms Harman and Mr Field) do- 
ing too much to suppress leaks. 
Was he the member of Mr Blair's 
entourage who reportedly said, during a tiff between numbers 
10 and 11, that Gordon Brown, the chancellor who wanted to be 
prime minister, was “psychologically flawed”? No: he never 
briefed against ministers and did not know who had thus ma- 
ligned Mr Brown. Did his being a political appointee under- 
mine the neutrality of the civil service? No: although a special 
contract empowered him to operate “in a political context” he 
did so with the utmost circumspection. Had he lied when he 
described as “crap” a story that Mr Blair had intervened on Ru- 
pert Murdoch’s behalf with Romano Prodi, the prime minister 
of Italy? No: he had said nothing about the content of the tele- 
phone conversation between the two men, only that it was Mr 
Prodi who had telephoned Mr Blair, not vice versa, and not ini- 
tially to discuss the media mogul. 

As the committee's interrogation crumbled, Mr Campbell 
warmed to his theme. The Conservative Party, he suggested, was 

mildly obsessed” by his own role because it was “in a state of 


denial” following its defeat in the last election. As for the media, 


only:its obsession with itself could explain why it showed so 











great an interest in Mr Campbell, a humble spokesman, and so | 

little in Sir Richard Wilson, the cabinet secretary and Mr Camp- | 
bell’s nominal boss, when the latter appeared before the same 
committee not long ago. Mr Campbell had not changed the way | 
spin doctoring worked—only, he implied, done it unusually | 
well. It was the duty of a government, he said, constantly tocom- =) 


municate what it was doing: he was proud to have got the media 


to focus on most days on one carefully chosen big story—such as, | 


that Tuesday, on the new education action zones. 
There, more or less, Mr Campbell swept off into the night— 


confident, presumably, of the favourable notices his routing of | 


the committee would receive in Wednesday’s newspapers. They 
were duly printed. “Top aide to 


1997 election, Mr Murdoch seems 


ing too open a mind towards Euro- 
pean monetary union, which Mr 
Murdoch opposes. If he continues 
in that direction, the Sun said 
bluntly, Mr Blair would find it “a 
determined opponent”. 

Now Mr Blair has a real media- 
handling problem. It is one thing 
to see off disgruntled backbench- 
ers who say that Mr Campbell is 


of Mr Murdoch spreads well be- 
yond the usual troublemakers. 
Among the many senior Labour 


doch’s power are Clive Soley, who 


chairs the Parliamentary Labour; 
Party, and Giles Radice, chairman of the Commons Treasury, 
Committee. They differ on what to do. Mr Soley wants the gov- 
ernment to introduce wide-ranging media regulation. Mro 
Radice—who believes there to be a prima facie case of predatory. 


pricing against Mr Murdoch’s Times—prefers a small strength- 
ening of the competition bill currently on its way through Parlia- 
ment. Another mp, Chris Mullin, wants a sharper amendment. 
But all are united in disliking the power Mr Murdoch wields, 
and eager for the government to curb it. 

Poor Mr Blair. After the Sun’s defection, any move against Mr 


Murdoch will be construed as petty revenge, any defence ofhim 


as appeasement. Perhaps the prime minister’s mistake was to 
have cared so much,about him in the first place. After the Tory 
victory in 1992 the Sun boasted that “It Was the Sun Wot Won it”, 
a nonsensical claim unsupported by subsequent research. But 
Mr Campbell is a tabloid journalist. Perhaps it is because of his 
reliance on his spin doctor that Mr Blair exaggerates the power 
of the Sun and so risks seeming in thrall to Mr Murdoch, If so, 
that is the real disservice Mr Campbell has done his master. 


to have decided that the otherwise. | 
excellent prime minister is show- 


too mighty. But the party’s dislike ` 


MPs who want to curtail Mr Mur- 





Blair sees off Tories,” said Mr Mur- 

doch’s Sun. But~-and what a but | 
only on page two. On its frontpage 
the Sun had drifted spectacularly | 
off message. Alongside a photo | 
graph of Mr Blair, Britain’s beste | 
selling daily asked in banner head- | 
lines: “Is THIS the most dangerous” |: 
man in Britain?” Having helpfully | 
decided to support Mr Blair in the | 
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50 years of the 
D-mark: the one- 


eyed kin 





The D-mark's 50th anniversary will be celebrated only six 
months before the currency, one of the most respected and 
successful in recent history, ceases to exist. It is a symbol 
of Germany's post-war economic resurrection. However, 

a closer look at the record reveals facts about the D-mark 
which are rather at odds with modern notions of price 
stability. Over the past 50 years, German inflation has 
averaged 2.7% per year. The positive image of the D-mark 
is rather an outgrowth of the considerably worse perform- 
ance of most other currencies, which explains its remark- 
able appreciation over the years. The German currency has 
been very much the “one-eyed king in the country of the 
blind”. What lessons can be drawn from this for the euro, 
which politicians have promised will be (at least) as stable 


as the D-mark? 





International presence: 

Almaty, Amsterdam, 
~ Antwerp, Atlanta, Bangkok, 
Barcelona, Beijing, Beirut, 
Bratislava, Brussels, Bucharest, 
Budapest, Buenos Aires, Cairo, 
Caracas, Casablanca, Chicago, 
Copenhagen, Dublin, Geneva, 
Gibraltar, Grand Cayman, 
Hong Kong, Istanbul, Jakarta, 
Johannesburg, Kiev, Labuan, 
London, Los Angeles, 
Luxembourg, Madrid, Manama, 
Mexico, City, Mumbai, Milan, 
Minsk, Moscow, New York, 
Novosibirsk, Osaka, Paris, 
Prague, Rio de Janeiro, 
Sao Paulo, Seoul, Shanghai, 
Singapore, St. Petersburg, ` 
Sydney, Taipei, Tashkent, ~~ 
Tehran, Tokyo, Toronto, 
Warsaw, Zurich. 


THe 1950s were the only 
decade in which Germany almost 
achieved the goal of price stabil- 
ity, i.e. consumer-price inflation 
of less than 2%. Later on, espe- 
cially in the 1970s, things went 
wrong ~ primarily due to wage 
inflation and a misguided inter- 
pretation of Keynesian ideas, 
rather than to the massive in- 
crease in oil prices. The eight- 
ies and (so far) the nineties have 
proved to be mich better, but not 
entirely satiséactory. Recent ex- 
perience in Germany and else- 
where has clearly demonstrated 


COMMERZBANK 





the validity of two well-known 
propositions: (i) price stability is 
achievable; (ii) it need not result 
in high unemployment. As the 
case for price stability is as 
sound as ever, there is no reason 
to tolerate more inflation in the 
future — especially since the pro- 
cess of reducing inflation imposes 
costs on the economy, whereas a 
stable price level does not. There- 
fore, the current hard-won stabil- 
ity should not be forfeited. 


İF PRICE STABILITY is the mea- 
sure of success, the D-mark's 





‘imbalances will cause the euro's 






exchange rate to fluctuate. 


THE MAASTRICHT TREATY only 
requires the euro to be internally 
stable, which the European Cen- 
tral Bank (ECB) will probably 
define as annual inflation of be- 
tween 1 and 2%, Although the 
conditions for the launch of Emu 
could hardly be more auspicious 
~ the ECB will not have to 
embark on the costly process. of 
disinflation ~ there are serious 
question marks. The greatest 
threat is from Continental 


The D-mark’s inflation performance 





50th anniversary should not be 
an occasion for unqualified 
praise. Compared with most 
other currencies, though, the D- 
mark has performed rather well: 
the US dollar has depreciated 
from DM4.20 per dollar in 1949 
to less than DM1.80 today, while 
the French franc fell from 
DM1.20 to just 29 pfennigs, with 
the Italian lira dropping from 
DM6.70 per 1,000 lire to DM1, 
and sterling from DM11.70 to 
DM2.90. 


Can THE D-marx's successor, 
the euro, live up to the high ex- 
pectations placed in it? For the 
foreseeable future at least, in- 
flation in industrial countries 
is well under control. Thus, the 
euro will certainly not appreciate 
on the same scale as the D-mark. 
Nevertheless, differences in 
countries’ cyclical positions, vari- 
ations in productivity growth 
and protracted current-account 


average annual percentage increase in German consumer prices 





Europe's high unemployment, 
which is unsustainable and has 
already led to a change of gov- 
ernment in some countries. 


IF THE EURO is to achieve the 
kind of record envisaged by the 
ECB's stability target, far-reach- 
ing reforms will be needed: 
Europe will have to find ways of 
promoting growth and employ- 
ment without fuelling inflation. 
It can only be hoped that the 
advent of the euro will exert suf- 
ficient pressure to overcome the 
political inertia which has so far 
blocked reforms, 


For more information about 
Commerzbank's broad scope of 
research capabilities and finan- 
cial services, just contact the 
bank’s head office in Frankfurt. 
Fax +49 69 136-298 05 
http://www.commerzbank.com 
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Ma Bell's convenience store 


NEW YORK 


The merger between AT&T and TCI is an expensive gamble that American con- 
sumers and regulators prefer convenience over choice. Do they? 


CROWDED news conference at AT&T'S 
Manhattan headquarters to an- 
nounce a defining merger: “I believe. that 
we can create a great competitor in the 
global information marketplace,” crows 
Ma Bell's boss as he maps out a huge new 
market for the long-distance carrier; his 
new partner pledges full co-operation. Un- 
fortunately Ma Bell’s charge into the com- 
puter business, which its $7.5 billion take- 
over of NCR in 1991 was supposed to 
spearhead, proved a costly disaster—from 
which its chairman, Robert Allen, never en- 
tirely recovered. 
Mr Allen was forced out last year. Now 
his successor, Michael Armstrong, has a 
full-scale assault of his own. AT&T is paying 
$48 billion in shares and assumed debt to 
buy Tele-Communications Inc (rci), the gi- 
ant cable-rv operator built by John Ma- 
lone, along with rcr’s controlling stake in 
@Home, a high-speed Internet service pro- 
vider. As part of the deal Mr Malone is also 
bringing Liberty Media, tcrs program- 
ming arm into AT&T's fold. 
The deal was completed in only eight 
days. Although such haste may lead tore- 
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grets later (Mr Malone is a famously hard 
negotiator), it is also proof of the more 
lively culture that Mr Armstrong has intro- 
duced to Tat in the seven months since he 
was lured away from Hughes Electronics. 
AT&T, which last year shed NCR and its 
equipment arm, Lucent, will now have 
three parts: a central telecoms company 
aimed at business customers, headed by Mr 
Armstrong, and two “tracker companies” 
which will be divisions of ATAT, but have 
separate listings—Liberty Media, which 
will still be controlled by Mr Malone, and 
AT&T Consumer Services (ATT Cs), which 
will market the two partners’ telecoms, In- 
ternet and cable services to households. 
The new consumer-services company, 
around a quarter of which will be sold to 
outside investors, is really the key to the 
deal—and also perhaps to the future of, 
America’s multimedia market. The Tele- 
communications Act of 1996 was supposed 
to encourage the cable-rv firms and the lo- 
cal Baby Bell monopolies to invade each 
other's turf. But neither have shown much 
enthusiasm for upgrading their networks; 
the Baby Bells in particular have spent 

























more time merging with each other, Som 
of the cable companies have started 
ing telephony, but they have so far bee 
appointingly slow to start competing 
the Baby Bells. ey 
ATT Cs, whose acronym to the B: 
Bells must seem suspiciously close to “At 
tacks”, plans to offer all these things, not to 
mention ATat’s long-distance and cellular. 
telephony services. By one count, ATaT has 
spent $4 billion in the past two years trying 
to get into the $110 billion local telephony ` 
market in America. But it has always had to 
rely on the Baby Bells to supply the local _ 
connections—and so has been relegated to 
the class of reseller. Now AT&T can use TC'S 
network to complete that vital extra mile or 
so to the house. Tc1 and its affiliates have — 
21m American subscribers and pass in- 
front of 33m homes—roughly a third of the : 
total in the country. i 

For Mr Armstrong, this gives AT&T a. 
chance to diversify out of the increasingly 
bleak-looking $80 billion long-distance. 
market, where AT&T has been beaten back: 
toa 52% share (see chart on next page)andis 
likely to lose more when the Baby Bells 
eventually enter the market. For Mr Ma- 
lone, who came out of semi-retirement to 
rebuild TCI, ATAT is offering not only a gen- 
erous last hurrah (it is paying a premium of 
$8.5 billion over tcrs pre-bid value), but 
also a chance to realise a dream of a multi- © 
media supermarket to consumers. det 

ATT CS will offer a “whole house” ser- 
vice, including all manner of telephony, ` 
high-speed Internet access and digital tele- 
vision. People will pay one bill and deal’. 
with one company. Indeed, ara justifies’. 
the premium it is paying for TCI on the _ 
grounds that this more comprehensive ser- 
vice will change the economics of cable. 
television: partly by bundling so many ex- 
tra services with it, and partly by luring in 
the one in three houses that tci (like other 
cable firms) passes but does not serve. : 

As Mr Armstrong puts it, “people ine. 
creasingly want to use more communica- 
tions stuff, they are just fed up with the - 
complexity.” Indeed, ATaT seems to be bet- 
ting fairly firmly on a growing trend in in- 
formation technology: the importance of 
convenience. Consumers might well be 
able to assemble their own collection: of > 
better individual services; but ease-of-use 
counts for more. 

One example of this is America Online, 
the Internet service which Mr Armstrong 
recently toyed with buying. Though. de- 
spised by geeks for its bright colours and 
slowness, the service accounts fora quarter 
of American. pC owners, 80% of whom — 
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never leave AOL's own sites. 

Can ATAT succed with this one-stop 
shop? One problem is that rci directly 
owns only around half its subscribers; the 
rest are customers of its affiliates, which 
may be more choosy about which AT&T ser- 
vices they take. There are also questions 
about ATat’s ability to market bundled ser- 
vices: it is not uncommon, for example, for 
ATAT wireless subscribers to be cold called 
by salesmen trying to sell the service they 
already have. And though consumers may 





SAN FRANCISCO 


F YOU are reading this on The Econo- 

mist’s website, do you trust us not to 
sell that fact to some clever marketer? Or 
would you prefer the government to en- 
sure that you are protected? 
| Self-regulation or government inter- 
| vention is the choice in the current Amer- 
ican debate on protecting privacy online. 
This week politicians, industry represen- 
tatives and “privacy advocates” met in 
Washington, DC, to come up with a pol- 
icy. The outcome affects not only Ameri- 
cans. In October an Eu directive will limit 
the export of personal data to non-EU 
countries that do not guarantee an “ade- 
quate level of protection.” Things do not 
look good for self-regulation. 

Almost everyone agrees that some- 
thing must be done about online privacy. 
The Internet is history’s biggest data-col- 
lection machine. Websites ask for a visi- 
tors name, email address and even in- 
come. Small programs called “cookies” 
slipped on the hard disk can also trace a 
surfer’s path through the Net. 

Quite apart from the ethics of such 
things, experts fear that consumers will 
buy less online if they are being watched. 
Nearly one in four Americans would use 
the Internet more if their privacy were 
protected, according to a recent poll, and 
60% think legislation is needed. 
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You are being tailed 


they may well also expect a discount if they 
buy more than one service. 

But the biggest challenge may be tech- 
nological. Although atat talks about up- 
grading Tcr’s network to provide digital te- 
lephony and data services by the end of 
1999, many are sceptical, in particular 
about its ability to provide local voice tele- 
phony. Changing a one-way co-axial cable 
system into a two-way “hybrid fibre” co-ax- 
ial system, which is needed for voice tele- 
phony is expensive and difficult. Accord- 
ing to Mr Malone, 30% of rcr’s network has 
been upgraded to this standard—though 
others say the figure is much lower. Worries 
about how much upgrading TCrs network 
will cost depressed aTat’s share price after 
the merger was announced. 

Some suspect that, even with upgraded 
networks, voice telephony over cable sys- 
tems will remain technically difficult: 
Craig Moffett of Boston Consulting Group 
points to reports of hair dryers and vacuum 
cleaners interfering with voice calls. But he 
adds that the second line into the home (ie, 
the one which brings in data, the Internet 
and so on) may prove to be much more 
valuable than the primary voice-telephony 


The White House wants to give self- 
regulation a try. Privacy laws would be 
hard to enforce on a network with mil- 
lions of websites, more than half of them 
outside America, says Ira Magaziner, its 
Internet adviser. Bureaucracies would 
probably be too leaden for the Internet’s 
technology and markets. 

On the other hand, says Mr Magaz- 
iner, if firms are to regulate themselves, 
bad behaviour must be penalised. So far, 
though, such enforcement does not exist. 
And of the websites that collect data, only 
2% tell their visitors what they gather and 
how they use it. The government has 
given the industry the summer to draw 
up effective self-regulation. 

One partial solution is TRUSTe, a cer- 
tificate granted by a non-profit organisa- 
tion. Websites can display its mark only if 
they post a privacy statement that meets 
its standards and submit to a review by a 
TRUSTe-approved auditing firm. Only 150 
Web services have signed up with TRUSTe 
éo far. But it was the model for the self- 

regulatory scheme presented at the Wash- 
ington conference by the Online Privacy 
Alliance (OPA), a group of nearly 50 com- 
panies and trade associations including 
Time Warner, America Online and IBM. 

The trouble is that the ora has not 
even come up with rules for effective self- 
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be charmed by the convenience of it all, 













one. And there is the advantage of moving 


early. Christopher: Mines, of Forrester Re- 
search, argues that in, say, five years there 
will be as many as three or four service pro- 
viders offering the same bundles of 
telecoms and television in every city. What- 
ever its difficulties, arat can now build the 
customer relations that could be a huge ad- 
vantage in that new world. 


Long-distance 
That isa much more distant vision than the 
one Mr Armstrong and Mr Malone are now 
promoting. Ironically, the same doubts 
about ATat’s capabilities may help their 
cause with the regulators. Normally, Wash- 
ington would be alarmed at the idea of a 
monopolist like tcr merging with a firm 
with over half its market (not to. mention 
talking about building systems that would 
control most of a home's electronic. de- 
vices). The regulators also helped squash a 
planned merger between TCI and Bell At- 
lantic, a Baby Bell, in 1993. But this time, 
hardened by the Baby Bells inactivity, they 
seem positively enthusiastic. 

This probably makes sense. One imme- 
diate result of the merger will be that both 
the Baby Bells and the cable firms will start 
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policing. It has pledged to do so by mid- 
September, but William Daley, the com- 
merce secretary, warned the ora that if it 
fails, the online industry will have missed 
the opportunity to regulate itself. 

The eu will be even harder to please, 
though it is unlikely to interrupt the flow | 
of transatlantic data, even if it considers 
the American level of privacy protection | 
inadequate. European and American rep- | 
resentatives have already begun meeting 
regularly to avert a possible row. l 

Perhaps both sides should let users de- | 
cide what is best for themselves. Esther | 
Dyson, an Internet pundit, suggests that | 


websites disclose under which jurisdic- 
tion they operate. An American consumer 
could order a book from Germany’s Bert- 
elsmann instead of Amazon.com if he or 
she prefers stricter European laws. Rollon 
the market in privacy. 
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building their broadband networks more 
quickly. If so, that should spur competition, 
not lessen it. In 1984 it took regulators to 
contol ATAT. In the 1990s the market looks 
quite capable of doing the job on its own. 





Headhunters 


Search and 
destroy 


OTHING is more important to a busi- 
ness, they say, than its people. So it is 
easy to see why companies will pay for ex- 
pert advice, turning to headhunters to help 
them find the best managers. Those compa- 
nies should now be worried. As the world’s 
biggest executive-search firms modernise, 
they are in danger of destroying the very ex- 
pertise their clients find so valuable. 

That expertise is based on affability. If 
there is a good candidate out there for a 
management job, it is a fair bet that the se- 
nior partners of the top search firms have 
been out racing, golfing or drinking with 
him (or increasingly, her) at one time or an- 
other—or are having lunch this week with 
somebody who has. And as well as meeting 
lots of people, headhunters are skilled at 
the mysterious art of sizing them up. Firms 
such as Korn/Ferry, Heidrick & Struggles, 
Egon Zehnder and Spencer Stuart have 
built global franchises on their knack for 
listening to clients, inferring what they 
want, and finding the person for the job. 

Their expertise has gone for a premium 
in recent years, as companies have fished 
outside their own talent pools. Although 
headhunters make much of their money 
finding middle managers, their image has 
received a boost from a few high profile ap- 
pointments, such as Lou Gerstner at IBM. In 
1997 the combined revenues of the six big- 
gest search firms jumped by 22%, topping 
$1.3 billion, according to Executive Search 
Review, an industry bulletin. 

But search firms are now racing to meet 
the same threats that confront most other 
businesses. They are looking for better ways 
to use computers; to meet their clients’ in- 
ternational demands; to raise capital; and 
to produce their product—in this case peo- 
ple—more efficiently. 

One firm that has led the way in this ef- 
fort is Lat Ward Howell, which was formed 
in December by the pairing of Lamalie As- 
sociates Inc and Ward Howell, two Ameri- 
can firms. Last year LAI became the first big 
global search firm in 25 years to go public, 
raising $20m in its initial offering. On June 
9th it followed that with a secondary offer- 
ing, raising another $39m. 

LAI has also been rearranging its prac- 
tice. On June 23rd it launched a new busi- 
ness aimed specifically at financial execu- 
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tives, with bases in London and New York. 
And on July 15th it will officially extract it- 
self from Amrop—an international co-op- 
erative agreement through which it has 
conducted its non-American business— 
leaving it free to expand further overseas. 

The launch of Lar’s finance business 
highlights the growing importance of tech- 
nical skills and deep industry knowledge— 
especially in sectors such as finance, health 
care and rT—which is at odds with the gen- 
eralist approach that the biggest headhunt- 
ers have favoured. The five biggest special- 
ist firms enjoyed revenue growth of 35% last 
year, far outpacing their generalist rivals. 

LAI’s new finance business also reveals 
the need for speed—and the widespread 
hope that better rr will provide it. At 
present, top firms often take five to seven 
months to complete a big search. Much of 
that is spent shuffling chores between se- 
nior headhunters, who deal with the client, 
and researchers, who generate an initial 
“long list” of candidates. With new 
databases, Lar hopes to shrink the first part 
of that cycle dramatically, filling all re- 
quests within 90 days. The idea, says Bob 
Flohr, who will head the finance practice, is 
“to create a long list by pushing a button.” 

Others are also investing in new tech- 
nology. Last year, for example, Korn/Ferry 
launched a new Internet service, now 
called Futurestep, to draw more young 
managers into its files; on June 8th it 
teamed up with the Wall Street Journal, 
which runs a career website of its own. 

To invest in new databases, and acquire 
smaller firms with sectoral or geographic 
strength, other firms are thinking of follow- 
ing LAI and going public. As well as raising 
capital, listing on the stockmarket makes it 
easier to attract and retain young people, 
who do not want to wait around to become 
partners. Heidrick & Struggles announced 
in March that it is planning an 1Po; 
Korn/Ferry is also said to be considering it, 
although the firm has announced nothing. 

There are several dangers with these 
trends. One is that abandoning partner- 
ships could damage an industry that de- 
pends on long-term relationships—among 
partners, who share contacts, and with cli- 
ents, who like recruiters to understand 
them. Egon Zehnder, for example, has said 
that it is not for sale, largely for this reason. 

Specialisation by industry also creates 
risks, even though it has its attractions. Be- 
cause LAI used to deal through Amrop for 
cross-border business, it can set up a global 
practice along industry lines without up- 
setting existing, geographically based, 
units. Its competitors should brace them- 
selves for turf battles between their new 
specialists and their old generalists, 

Finally, the move towards better rT and 
shorter cycle times—which seems reason- 
able enough in other industries—could 
prove a disaster ifheadhunters are not care- 
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Any managers on the fast track? 


ful. Scott Scanlon, ceo of Hunt-Scanlon 
Advisors in Greenwich, Connecticut 
(which publishes Executive Search Review), 
argues that search firms are in danger of 
placing too much emphasis on search, and 
not enough on evaluation. 

Clever young analysts may be good at 
mechanising searches, but the most valu- 
able service headhunters provide is still an 
expert opinion on which candidates have 
the right skills and disposition for the job. If 
they lose sight of this, many headhunters 
may end up in need of their own services. 





European wine 


Put a cork in it 


S HORT ofa surprise frost, June could not 
have started more unpleasantly for 
France’s wine growers. A whistle-blower 
claimed that one of the famous wines of 
Bordeaux, Chateau Giscours, had doctored 
its creations with an improbable mixture 
of milk, acid, planks and lesser wine. Tam- 
pering scandals are poison in a trade where 
prices for top names have shot to more 
than $100 a bottle. Although an investiga- 
tion revealed sabotage rather than an un- 
scrupulous wine maker, the scare had other 
vineyardists mopping their brows. Two 
weeks later officials at the Hospices de 
Beaune in Burgundy confessed to improv- 
ing some of their wines with sugar and 
acid. The techniques are permitted, but the 
wine makers had made the most of ambi- 
guity in the regulations that govern them. 
Thanks to an old friend, the wine mak- 
ers’ July looks as if it will be altogether bet- 
ter. On July ist the European Commission 
in Brussels is expected to propose an in- 
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crease in the amount of subsidy provided 
to the European Union’s wine industry to 
1.35 billion ecus ($1.5 billion), a third more 
than this year’s (admittedly low) sum. Curi- 
ously, this is being portrayed as part of “re- 
form” of the common agricultural policy, 
the EU's monstrous mechanism for plough- 
ing money into the countryside. 

The wine proposal is fortified with wor- 
thy sentiment. Franz Fischler, the commis- 
sioner for agriculture, has noted that the EU 
must follow world drinking habits by mak- 
ing less, but better wine, and his proposal 
included some sensible measures—such as 
the abolition of a system to trim overall 
supplies by buying duff wine and distilling 
it. But the hardest fact in the woolly pro- 
nouncements about balancing supply and 
demand remains the sharp increase in pay- 
ments to growers to dig up old vines, plant 
superior new varieties and so forth. 

In fact, the Eu’s wine industry needs in- 
ternal change more than external cash. Al- 
though it grows 60% of the world’s wine, the 
EU has much to learn from its competitors 
in other, smaller wine-producing regions. It 
faces two problems. One is the industry's 
fragmentation (apart from in sparkling 
wines, where big companies dominate). It- 
aly, the world’s largest wine producer, has 
around 1.2m vineyards ofan average size of 
just 0.9 hectares (2.2 acres). As in France, the 
next-largest producer, only a few compa- 
nies are big enough to sell the equivalent of 
1% of the total. Eastern Europe and Latin 
America, by contrast, have overcome frag- 
mented ownership of vineyards by consoli- 
dating production and marketing. 

Producers in these regions have also de- 
veloped strong brands—which could help 
EU wine makers remedy another weakness: 
their old-fashioned approach to consum- 
ers. Wine makers in America, Australia, 
and other “new world” countries have 
won, and steadily educated, customers by 
classifying their wines according to the 
grape varieties in them and labelling the 
bottles in a way that explains the contents. 

Europe's tradition of regional organisa- 
tion is enormously successful at the very 





The CAP runneth over 
Wine production, 1996 
m hectolitres 








top end of the market, where wine snobs 
revel in their ability to differentiate be- 
tween tiny plots a few hundred metres 
apart—but it is opaque to novices. Things 
are starting to change. France has warily 
created varietal classifications to sit along- 
side its traditional high-quality appella- 
tions controllées. These vins de pays have 





Chinese companies 


Silicon Valley, PRC 


SHENZHEN AND BEIJING 


proved popular, growing in only a few 
years to account for a quarter of the coun- 
try’s total output. But something so 
shockingly middle-brow is seen as a threat 
in some quarters. Step forward the 
oenophiles at the European commission, 
ready to defend Europe’s wine culture with 
a subsidised move upmarket. 





Multinational firms expected huge profits from China. Instead they found 
competition—which has increasingly come from the Chinese themselves 


F THEY look hard enough, American 
businessmen that arrive in China on 
June 25th with Bill Clinton could be in fora 
surprise. Much of the industry they will see 
will reinforce the usual image of Chinese 
business: overstaffed state-owned enter- 
prises producing clumsy televisions that 
nobody wants, factory-sized sweatshops 
making clothes badly or troubled joint ven- 
tures with western firms. Yet in a few spots 
on this central-planning wasteland, a dif- 
ferent and more impressive corporate 
China is now beginning to emerge. 
Take Huawei Technologies, a telecoms- 
equipment maker in Shenzhen, an indus- 
trial city near China’s southern coast. Over 
the past two years, Huawei and a handful 
of equally obscure Chinese firms, such as 
Qatang and Great Dragon, have taken 
pearly half the huge Chinese telecoms- 
equipment market from big foreign com- 
panies including Ericsson, NEC and others, 
which have invested billions in China. 
Most startling is that they have achieved 
this not so much by stealing western tech- 
nology and producing it cheaply, or even 
benefiting from the government (although 


that is how some of them started). Huawei 
and its type have succeeded largely by beat- 
ing the foreigners at their own game. 
Western firms will underestimate this 
new Chinese generation at their peril. 
Something similar is happening in other 
high-tech industries, where a new breed of 
entrepreneurial and well-managed firm is 
increasingly competing on the world stage. 
In the mid-1990s, western pc makers 
mounted an assault on the Chinese com- 
puter market and quickly grabbed more 
than half of it. But Chinese firms such as 
Legend, Founder and Great Wall fought 
back, cutting costs, improving technology 
and outmarketing the foreigners. Now, 
they have recaptured the lead. In the first 
quarter of 1998, says Dataquest, a research 
firm, the market share of domestic firms 
had risen to more than 55%, and Legend is 
now the fastest-growing pc maker in Asia. 
The same is true in medical technology, 
where Chinese firms are now beating for- 
eigners in sales of Cat scanners and radia- 
tion therapy machines. In power genera- 
tion, the state company no longer buys 
foreign equipment below 600mMw now 
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le wouldn't have survived their migration 
if they couldn't have stopped at their feeding grounds; 


they couldn't have stopped if construction 


on a nearby power plant had scared them away; 


the construction wouldn't have u ‘dited 
if not for the engineers of ABB. 














Last year in South Humber Bank, UK, one of the wonders of technology 
collided with one of the wonders of nature and something wonderful happened. 
Nature survived, 


The largest combined cycle power plant in Europe was under construction. 


Unfortunately, it was on a site adjacent to a feeding ground for migratory birds. 


Fortunately, the company doing the construction was ABB. You see, ABB is one company 
at's not only committed to the business of electric power generation, it's also committed 


to the preservation of the environment. 


th 


And it’s a commitment that stretches from ABB's senior management 
all the way through to its subcontractors on the construction site. 
Which is why during the months between September and March, 
construction on the plant, which might have alarmed the migrating birds and 
prevented them from feeding, was abruptly stopped. 
The power plant, which is representative of modern power plant technology 
highly efficient with minimal impact on the surrounding environment), was finished 
only after the birds had completed their annual migration through the area, 
A fact that made English epvironmentalists very happy. 


Not to mention the birds. è 


INGENUITY AT WORK 


tisit the ABB World Wide Web site at http://www.abb.com 








to Jebel Ali Free Zone. 


We wanted a cutting edge. Something to As was the easy ENG of labour, and 


nourish our business and help it grow. Easy access 


to 1.5 billion new consumers seemed like a good 
start. A stable tax-free business environment free cass port facilities, close proximity to an 
of bureaucracy was another obvious attraction. international airport, efficient administrative and 


Jebel Ali Free Zone, Dubai. Freedom to do business. 


To find out more about the Jebel Ali Free Zone. call +9714 815000, fax +9714 817777. telex 47398 or write to the Jebel Ali Free Zone Sales & 
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that Chinese firms can make it themselves. 
Even Chinese car makers are improving. 
Sales of the Alto are growing more rapidly 
than those of any other car in China; it is 
designed by Suzuki, but made efficiently by 
an all-Chinese company, Norinco. 

But nowhere is this remarkable trans- 
formation more advanced than in China’s 
vast market for telecoms equipment. In its 
race to develop, China is buying $15 billion- 

_ $20 billion worth of telecoms equipment a 
year, second only to the United States. 
China is the world’s largest market for 
pagers and the second-largest for mobile 
telephones. Overall, China accounts for 
about a quarter of the world market for 
telecoms gear and adds what amounts to 
the entire telephone network of Spain or 

«India each year. China already has more 

telephone lines than any country except 
< America. Within a few years it will have 
more than anyone. 

Today at least 16 large multinational 
firms are making and selling telecoms 
equipment in China. But few have fared as 
they expected. Allowing for the capital they 
~ have invested, perhaps half of the foreign 
equipment firms are losing money in 

China, according to analysts. “It is the most 

. competitive market in the world, with the 

¿lowest pricing,” says Dominique de 

Boisesson, head of Alcatel China. 

The foreigners had expected the Chi- 
nese to buy older equipment, for which 
. theyhad already written off the cost of Rap. 
` Instead, each province's telecoms authority 


t wants more advanced networks than its 


neighbours. With cut-throat competition, 
prices for exchanges in China can be as lit- 
tle as half of the price for comparable 
equipment elsewhere. And local authori- 
ties rarely pay up front. Instead they ask the 
vendor to finance the deal, in return for a 
share of revenues, if and when they come. 
The rise of domestic firms such as 
Huawei is a disaster for the multinationals. 
In 1995, local equipment makers had less 
than 10% of the market (see chart), and sup- 
plied mostly cheap, low-capacity gear to ru- 
ra] markets. This year, the local firms are ex- 
pected to take more than half the market; 
they have products in most categories, in- 
cluding such cutting-edge technology as 
. Asynchronous Transfer Mode switching. 
Huawei’s sales will double (again) this year, 
its tenth in business, reaching $1 billion. 
The company will be poised to become the 
largest equipment seller in China. 

As a result foreign firms which two 
years ago found it hard to compete among 
themselves for 90% of the market are now 
scrapping for half the market or less. A 
shakeout seems inevitable. Some of the Jap- 
anese manufacturers, such as Fujitsu and 

NEC, have already scaled back in China, 
“and two or more big western names could 
retrench in the next couple of years. 

-=> _ Foreign firms blame protectionism. 
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They say there is a government edict direct- 
ing provincial authorities to give local 
firms at least half of their business. Earlier 
this year the then-Ministry of Post and 
Telecoms (now part of the new Ministry of 
Information Industry), stated that it ex- 
pected the regional authorities to buy $18 
billion-worth of telecoms equipment, 
nearly 60% of which would be local. 

These are more exhortations than com- 
mands. Nevertheless, Chinese telecoms 
firms have benefited from government 
help. To limit purchases from non-Chinese 
firms, the government sometimes restricts 
foreign exchange. Sometimes, provincial 
operators issue a tender to just one or two 
foreign firms and a few local firms with 
enough connections to secure the contract. 


China calling 


But this is not a complete explanation of 
the success of local Chinese companies. Al- 
though there may be favouritism, Ross 
O’Brien, of Pyramid Research, a telecoms 
consultancy and sister company to The 
Economist, thinks that local firms are in 
general unprotected. Instead they are 
outmarketing foreigners and often offer 
more suitable technology. In the early days 
they sold only cheap exchanges to rural 
municipalities, but now—in an echo of 
Mao’s revolutionary strategy—they have 
stormed the cities from the countryside, 
with sustained marketing and new sophis- 
ticated products. Huawei, for example, has 
70% of the market for “broadband access 
networks”, which are designed to fit Chi- 
na’s requirements for equipment that can 
bridge the “last mile” between the network 
exchanges and housing blocks or hamlets. 
Pricing is another factor. Chinese firms 
charge 10-20% less for their switches. This is 
not because of lower manufacturing costs—® 
after all, foreigners also manufacture in * 
China, and some of the Chinese companies 
actually have some chips and printed-cir- 
cuit boards made for them in Taiwan. In- 
stead, the explanation seems to lie in good 
research. Like Silicon Valley’s best, Chinese 
firms employ lots of clever young engi- 
neers, who work around the clock with the 
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promise of stock options dancing in thei 
head. Moreover, although the firms mig 
devote as much manpower to a job as Si 
mens or Lucent, their engineers work 
under $500 a month, less thana tenth oft e 
salary of their western counterparts, 
The one bright spot. for foreign: Bens 
has been China’s mobile market, where 
they are partly protected by fast-cha 
technology and a western stand. 
Every day, 25,000 more Chines 1 
mobile-phone subscribers; 3; 

















































nological eae . Moreover, 
firms think that eventually they: IW 


some domestic firms have been inv 
in GSM network equipment (handse! 
still too complex). Huawei and Data 

already testing versions of an 1800 me 
hertz Gsm switch, which foreign compa- 
nies have only just begun to sell. 

By playing Americans off against Euro- 
peans, the Chinese might yet make a leap 
forward in mobile technology. Motorola, 
under pressure not just in China but across’ 
the world, has begun byhelping Datang de- 
velop equipment based on its CDMA stan- 
dard, which competes with Gsm. The prod- 
uct could be ready by January. Motorola is 
gambling that, by trading the technology 
for orders of coma-based equipment, it: 
will promote the standard. = 

This is both to recognise the emerging: > 
might of China’s telecoms firms, and to 
hint at how to live with them. In the past a 
foreign firm’s joint-venture partner has’ 
been picked by the government, based ` 
partly on which Chinese company most 
needed help. With at least six strong Chi- 
nese telecoms firms, alliances may now be 
designed to prepare Chinese companies 
for the world stage—sparing foreign firms 
the agony of an inappropriate partner. 

So far, no Chinese companies have 
built a reputation outside China. That will 
change. Huawei, Datang and Great Dragon 
are all eyeing growing markets such as Rus- 
sia, Africa and South America. All are tiny 
compared with China itself, but it is easy to 
see how successful expansion might lead to. 
greater things. Ten years ago Nokia was an. 
unknown from Finland. A few years from 
now, a similar telecoms company may | be 
the first to break out of China. 
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| Mumbai’s harbour and the Gateway of In- 
| dia. Ifthe burly—and surly—turbaned door- 


| Ifyou want to rub shoulders with the really 


| uptoChambers, a members-only club exud- 
| ing a snobbery of which any in London 
| would be proud. This is where Kabir Mul- 
| chandani likes to hold court. A self-assured 
| 25-year-old, he is not exactly the club’s typi- 
| cal member. Is Mr Mulchandani perhaps 






HE imperial facade of the Taj Mahal 
Hotel commands a spectacular view of 


men deem you respectable, you can escape 
from the city’s sweltering heat into its lobby. 


rich, however, you must take the private lift 


the coddled son of a dynasty, meeting 
chums for drinks at Daddy’s club? 

Not at all. The man who has staked out 
one of the Taj’s overstuffed leather arm- 
chairs thinks he understands affluent Indi- 


| ans and how to sell them things. A host of 


foreign firms have been lured by talk of 250m consumers, with a 
high disposable income and a long-suppressed appetite for 
Western goods. Yet even a heavyweight such as Coca-Cola has 
floundered in the country: India is the only large market where 
Coke is not either first or second in its category. Long protected 
from foreign-made products by tariffs and a tangle of regula- 
tions, Indians have resisted Western consumer goods. 

Without some bad news in 1993, Mr Mulchandani might 
never have returned to India from America. When he was just a 
year into a degree at Stanford University, his parents told him to 
come back to help sort out the troubled family electronics firm— 


| -or to pay his own way through college. He soon realised that the 
i business was beyond hope. But his curiosity was aroused. He 


appreciated what many Indian firms still do not: that the sharp 
drop in tariffs that came about following liberalisation in the 
early 1990s would make it impossible to continue selling Indi- 
ans shoddy consumer goods at outrageous prices. 

Accordingly, he took control of one of his family’s small 
firms, called Baron International, and persuaded Japan’s Akai to 
let him assemble and sell its televisions in India. Today, every 
size of television he makes outsells all or most of its rivals; sales, 
$14m three years ago, will top $210m this year. More important, 
he insists, Baron makes a 46% return on 


Mumbai's marketer 


Kabir Mulchandani makes televisions. He also thinks he knows how to sell them to 
India’s elusive middle class 





the country. Foreign firms are failing be- 
cause most expect consumers to pay large 
premiums for international. brands, with- 
out convincing them they are getting their 
money's worth. He points to Mercedes, 
which brought in its older, underpowered 
E-class sedans at high prices—and was sur- 
prised when rich Indians snubbed them. He 
says that even poorer consumers will spend 
money provided you convince them your 
product is a good “investment” and not a 
wasteful indulgence. “I must convince con- 
sumers my product provides them the best 
return on investment versus not just other 
televisions, but computers, fridges and even 
shares and bonds,” he says. Even Baron’s slo- 
gan—“Akai: redefining the value of the ru- 
pee”—is more redolent of stockpicking than 
soap operas. 

However, the secret of his strategy—and 
his margins—is not to redefine the value ofa television set, but to 
confuse it. He has not slashed prices dramatically, even though 
his costs are lower than those of other domestic producers, but 
rather bundled televisions together with special offers. The latest 
promotions, for example, offer buyers free goodies such as video 
recorders or miniature scooters. In another promotion, he re- 
duced the price of a new set if consumers brought in an old one 
(dealers sold them to rural consumers). Mr Mulchandani points 
out that Indians—even rich ones like his mother, he says—would 
never throw away a working television, however decrepit, but 
might trade it in for a new one. And they did, he notes gleefully, 
“like sailors running offa ship for the bordello.” 





East meets West 


Nobody can deny Mr Mulchandani’s success. He has greatly ex- 
panded the colour-television market in India (see chart) and he 
is planning to diversify into other products such as mobile 
phones. But, for all his talk of investment, consumer electronics 
lose value faster than almost any product imaginable. Nothing 
is as worthless as last year’s model—be it a television or a mobile 
telephone. For all their supposed Gandhian instincts, that is a 
lesson that India’s newly liberated consumers will soon learn. 

They will also quickly realise that 





capital. employed, three or four times 
that of local rivals. 

That is no mean achievement. For- 
eign television makers such as Sony, 
Samsung and Philips are losing money 
in India—like most foreign firms that 
rushed into the country after liberalisa- 
tion. Frustrated foreign managers now 
say that Indian consumers are too price- 
conscious and perhaps even too impov- 
erished for them to make any money in 
the near future. 

-- On. the contrary, says Mr Mulchan- 
dani: decades of Gandhian simplicity 
and Nehruvian socialism have instilled 
an almost puritanical sense of “value” in 








bundling televisions with fridges and 
vers instead. of competing on price 
alone does not necessarily make them a 
better buy. Given the exorbitant retail 
price of televisions—still 50% above 
American. prices—there is plenty of 
room for discounting. Rivals are already 
producing more generous offers of their 
own, lowering margins for everyone. As 
a result prices are falling. Indians may 
even learn to prefer cash to a free gift— 
just like consumers elsewhere. 

In other words, if Mr Mulchandani's 
original insight succeeds in putting Indi- 
ans in touch with modern gadgets, he 
may find himself in need of another. 
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AHMSA 


and Subsidiaries w 


AHMSA is Mexico’s largest integrated 
steel company whose production ranges 
from basic raw materials to higher value- 
added products. Privatized in 1991, and 
after a modernization plan AHMSA is a 
world-class steel company achieving 
greater efficiency and higher production 
levels. The company applies the ISO-9002, 
and in 1997, AHMSA became the first 
Mexican company certified by the ISO- 
14001. It employs approx. 21,000 people 
and is active in three principal areas: steel, 
coal and iron. In 1997, AHMSA produced 
3,505,000 metric tons of liquid steel, sales 
reached Ps.12,125 million. 


Credit Suisse Groupo) | sag) 


Credit Suisse Group is a global financial | 
services company, providing a 
comprehensive range of banking and | 
insurance products. Active on every | 
continent and in all major financial centres, 
Credit Suisse Group comprises five 
business units: Credit Suisse, Credit Suisse 
Private Banking, Credit Suisse First Boston, 
Credit Suisse Asset Management and | 

Winterthur Insurance, each geared to the 

requirements of specific customer groups | 

and markets. The shares of Credit Suisse | 

Group are traded on the stock exchanges at 

Zurich, Frankfurt, Tokyo, London (SEAQ), ——— — 
Paris (OTC) and New York (ADR’s). 
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Mannesmann s) 


Mannesmann increased its result of ordinary 
activities in 1997 by 70% to some DM 1.7 
bn. At DM 41.4 bn, orders received were up 
16%, and sales increased 13% to DM 39 bn. 
All four Group sectors - Engineering, 
Automotive, Telecommunications, Tubes & 
Trading - hold top positions at the forefront 
of the market. With Mannesmann Mobilfunk 
as the market leader in digital mobile 
telephone services, the fixed-network 
telephone company Mannesmann Arcor, and 
international joint ventures Omnitel and 
Infostrada in Italy, Cegetel in France, and 
Telering in Austria, Mannesmann is on the 
way to becoming Europe’s largest provider 
of private telecommunications services. 


MOL Hungarian Oil 
and Gas Co. 


1997 audited IAS results of MOL Group: 

- Net sales revenues up 28% to HUF 
637bn. 

- Operating profit up 55.3% to HUF 50bn 

- Underlying net income up 93.7% to 

HUF 30.6bn 

Operating cash flow up to HUF 77.8bn 

- Underlying ROAE of 12.1% (vs. 6.1% in 
1996 and 10% stated target at IPO) 

“Together with the acceleration of interna- 

tional expansion in both E&P and regional 

marketing, the group made significant 

progress in establishing itself as a key 

regional player in Central Europe.” 











Cable Design 
Technologies o) 


“Innovative Connective Technology” 


Cable Design Technologies is a leading 
manufacturer of technologically advanced 
electronic data transmission cables for 
network, communications. specialty 
electronics, and automation and process 
control applications, including complete 
voice and data wiring solutions, fiber optic 
connective solutions and other components 
required to build high performance 
telecommunications infrastructures. CDT’s 
revenues have grown from $27.1 million in 
1985 to $517.0 million in fiscal 1997. 

Web site address: www.cdte.com. 


Human Co. Ltd. «) 


Human is a leading Hungarian 
pharmaceutical company focused on 
sterile products. In 1997 Human 
continued to strengthen it’s market 
position. Consolidated sales increased by 
26%, reaching HUF 17.1 billion (USD 
92.2 million), while pre-tax profit rose by 
nearly 38% to HUF 1.1 billion and export 
sales grew by 59%. Sales increases were 
partly driven by new product launches, 
which accounted for 12% of growth. Total 
investment exceeded HUF 1.9 billion, 
including a new freeze-drying plant, 
sterile powder filling plant and infusion 
plant, which will be operational by 1998, 


http://www.human.gau.hu/human 


MATÁV ) 


The Hungarian and Central European 
Leader in Telecommunications, MATÁV 
(NYSE: MTA.N and BSE: MTAV.BU) is 
the principal provider of telecom services in 
Hungary and holds the national concession 
for national and international long distance 
telephony. The company currently operates 
approx. 2.5 million fixed telephone lines, It 
provides a broad range of voice, data and 
value-added services, and, through its 
subsidiaries, is Hungary’s largest cellular 
provider. The majority shareholder of the 
privatized company is MagyarCom, a 
consortium of Ameritech and Deutsche 
Telekom. MATAV reported outstanding 
growth in 1997, after its successful global 
IPO: earnings grew 56%, revenues 29%, 
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Norfolk Southern o) 


In the past five years, Norfolk Southern 
Corporation, which owns an Eastern 
freight railroad and a natural resources 
company, has increased diluted earnings 
per share by 68%, net income by 48%, 
income from railway operations by 31% 
and return on equity hy 17%.* 


NS is currently seeking federal approval 
to operate a large portion of the routes 
and assets of rail carrier Conrail to extend 
NS’ market reach into the Northeast. 
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(*Excluding special items, and Conrail- 
related items in 1997) 


Romanian 


foreign banks, 





Commercial Bank o) 


The strategy of the bank provides for a wide 
opening to the world, a field in which BCR 
already has a well established position, 
indicative of its strength and credibility: 

* it has correspondent relations with 650 


+ ithas over 450 credit lines granted by 
the large banking institutions and 
guaranteed by the specialized 
governmental institutions, 

it is the only Romanian commercial bank 
that went into the international capital 


market, without any governmental 


guarantees, 


SPT Telecom aw 


SPT TELECOM is the largest supplier of 
telecommunications services in the Czech 
Republic, with a market capitalisation of 
around USD 4 billion. Besides being the 
largest stock on the Prague market, we 
recently completed our GDR listing on 
the London Stock Exchange. In 1997 
revenues grew 23% to over USD 1.1 
billion while net profit reached some USD 
180 million. 


We provide voice, data and other services 
to more than 3.5 million customers, 
supported by nearly 23,000 staff and our 
strategic partner TelSource, composed of 
KPN and Swisscom, with support from 


AT&T. Through our 51% stake in 
EuroTel, we are the largest provider of 
mobile services in the country, offering 
both GSM and NMT to well over 400,000 
customers. Using the latest digital 
technology our aim is to remain the 
company of choice for 
telecommunications services when the 
market is liberalised in 2001. 


A new corporate structure and changing 
culture, allied to substantial investments 
in our infrastructure, will enable us to 
build on these achievements. 


We continue to change tomorrow today. 








Schering (10) 


Schering is a research-based pharm- 
aceutical company with 140 subsidiaries 
and affiliated companies worldwide. Our 
key features today are internationality, 
expertise and specialization on three 
business areas - gynaecology, therapeutics 
and diagnostics. Main financial data: With 
a workforce of 21,302, Schering Group 
sales in 1997 amounted to DM 6,246 m, 
84 % of which were achieved outside 
Germany. Schering spent DM 1,113 m on 
research and development, which is 18 % 
of Group sales revenue. At DM 446 m, 
Group profit was 23 % higher than in 1996. 
Earnings per DM 5 share as per LAS 
amounted to DM 6.50 (1996: DM 5.30). 
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CHANGING TOMORROW TODAY 


Sulzer a» 


In 1997 the Sulzer Corp. recorded net income 
of SFr. 234m on sales of SFr. 6.05 bn. 
Founded 1834 in Winterthur, Switzerland, 
Sulzer now employs some 25,000 co-workers 
worldwide. Sulzer is active in more than 150 
countries. To add value for customers, co- 
workers and shareholders, Sulzer transforms 
future-oriented scientific and technological 
knowledge into attractive, customer-oriented 
products and services. Sulzer is active in the 
sustainable markets: medical technology 
(Sulzer Medica), the petroleum/chemical 
industries (Sulzer Roteq), selected process and 
mechanical engineering technology (Sulzer 
Winterthur), weaving machines (Sulzer Riiti) 
and plant/building services (Sulzer Infra). 


Please send me the following annual reports (tick boxes) 
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Unibanco u3) 


Unibanco is the third largest private sector 
universal bank in Brazil, with a distinct 
presence in four core businesses: retail 
banking, wholesale banking, insurance and 
asset management, In retail, Unibanco 
serves over 3 million individual clients. In 
wholesale, Unibanco provides corporate and 
investment banking services to over 5,000 
companies, as well as financial advisory and 
brokerage services to clients around the 
world. As of December 31, 1997, Unibanco 
had total assets of R$ 28.1 billion and net 
worth of R$ 2.6 billion. Unibanco’s stock is 
listed on the Sao Paulo, Rio de Janeiro and 
New York stock exchanges. 
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Russia’s first commercial banks. 


DialogBank combines the latest in global 
technology with a conservative financial 
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DialogBank 


ANNUAL REPORT 1997 > 





and consumer banking services to the 
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banking system, developed by the bank’s 
specialists has made the bank one of the 





in Russia.In addition to five branches 





MICEX ais) 


loscow. Interbank Currency Exchange 

(MICEX) is Russia’s leading exchange, which 

anises trading on all basic segments of the 
financial market—- forex operations, securities 
(GKO-OFZ, shates of leading Russian 
enterprises, subfederal bonds) and derivatives. 
MICEX plays the key role on the exchange 
segment of Russia’s financial market - its 
1997 turnover reached US$ 253.77 bn. In 
1997 MICEX was the second in Europe (after 
Paris) in bonds trading. About 500 banks and 
financial companies participate in trading, 
including Credit Suisse First Boston, Chase 
Manhattan, Morgan Grenfell Securities etc. 
MICEX guarantees safety of investments in 
the Russian financial market. 

















(http//www.micex.com) 


[ i. Regional Secuaties | Regional Securities & 























a mawese | Investments (RSJ) a7 
Making investments in the Russian stock 
market remains a highly profitable and 

ANNUAL REPORT stable business. We offer our clients a 


1997 wide range of financial, brokerage and 
consulting services on the Russian stock 
market. ‘RSI’s current assets amount to 
$48 min. Sales in 1997 increased 3.5 
times. We work on main stock exchange 
floors and over-the-counter market. 
‘RST is a member of NAUFOR (National 
Association of Stock Market Participants) 
— and Euroclear. The company deals in blue 
chips, government securities, regional 
bonds and ADRs/GDRs. 


Sberbank (15) 











DialogBank was founded in 1989 as one of 


policy while providing excellent corporate 


clients, operating in Russia, The CrownNet 


most technologically advanced institutions 


| NIKoil (16) 


Investment banking group NIKoil is a highly 
dynamic investment structure in Russia with 
a broad spectrum of services at the securities 
market and investment consulting to local'and | 
foreign companies as well as the governments i 
of CIS states and Russia’s regions. The | 
Group’s 1997 annual results state its net | 
assets worth $335.57 mln, halfof which | 
account for the investments into the national | 
economy ($184.56 min). The liquidity | 
position amounts to $39.43 thou as of | 
1.01.98. Over 80% of The Group’s assets are | 
backed up by its funds ($278.35 min as of | 
1.01.98). In 1997 the Group’s net profit Sine 
amounted to $100.67 min, its sales revenue 
totalled over $313.42 min. 













throughout Moscow, DialogBank op sates 
a full-service affiliate in Nizhny No orod. 
Well known throughout the 
secure, reliable institution [ 
ae named among t 













environment of the Russi 
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Troika Dialog as | 


Troika Dialog is one of Russia’s few truly 
integrated investment banks. The firm is a 
leading participant in Russia’s OTC 
equities market and an active trader in 
government securities, The company 
provides clients with financial advisory 
services on mergers and acquisitions, the 
issuance of equity and debt, and structured 
direct investment. Troika Dialog Asset 
Management, an affiliated company, 
manages a range of domestic and off-shore 
investment vehicles. f 
Throughout-the last two years Troika 
Dialog has been repeatedly ranked first 
among other players on the market. 


The Savings Bank (Sberbank) of Russia is 
a major commercial bank with a total 
balance sheet of US$59,697min and equity 
capital of US$2,752min. It is unmatched in 
Russia and the world’s second in its 
network of branches: 74 regional banks and 
31,000 branches, subbranches and 
agencies. Sberbank holds the leadership on 
the private deposit market, its share in the 
overall volume of private savings 
increasing from 75% to 78% on 1 January 
1997 and 1 January 1998 respectively. The 
Bank has strengthened its efforts in 
attracting major corporate customers, 
aiming at the same time to increase volume 


and improve the structure of it’s credit 
portfolio. Sberbank is a major operator in 
the market for state securities holding 25% 
of its shares. Sberbank’s successful 
integration into the international financial 
market has been proven by the š 
unprecedentedly low rate syndicated loan 
from the West amounting to US$225mln 
and acquiring BB+ long-term credit rating 
from Fitch IBCA and Thomson Bank Watch 
rating agencies in 1997 - the highest yet 
among the Russian commercial banks and 
equal to the country rating. Sberbank is in 
the top 200 World’s major loan institutions 
and in the top 100 European banks. 
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Join some of the world’s most 
thoughtful and innovative business, 


scientific, political, cultural and religious 
leaders to explore and shape the 


trends of the coming century 





CONVENED BY CO-CHAIRS: 


Askar Akaev Jane Goodall Lea Rabin 
Oscar Arias Mikhail Gorbachev José Ramos-Horta 
Jean-Bertrand Aristide Ruud Lubbers Jehan Sadat 
James A. Baker, II Federico Mayor Ted Turner 
Tansu Ciller Thabo Mbeki Desmond Tutu 
Marian Wright Edelman Yasuhiro Nakasone Elie Wiesel 
Sonia Gandhi Muhammad Yunus 


San Francisco, California 
October 27 - November 1, 1998 


The State of the World Forum offers you a unique opportunity to engage with a diverse, visionary and influential 
network of world leaders. Participation will help you gain deeper insights into our rapidly changing world, and 
offer global and humane context for your challenging business decisions. 


Among the confirmed participants as of this date: 








Nicolas Ardite-Barletta Foong Wai Fong John Naisbitt William Shultz 

President, Republie of Panama 11984:1985) Author, “The New Asian Way” Futurist; Author, “Megatrends Asia” Executive Director; Amnesty international 
Angela Glover Blackwell Mahbub ul Haq Navanethem Pillay Hernando de Soto 

Senior Vice President, Rockefeller Foundation President, Human Development Centre, Pakistan Judge of the Supreme Court, Republic of President, Institute of Liberty and Demecracy, Peru 
Reg Brack Dee Hock South Africa Tom Spencer 

Chairman Emeritus, Time Incorporated Founder, VISA Anita Reddick Charme nmittee aa Foreign Affaire and 
Stephen Covey Mae Jemison Founder, The Body Shap Defense, European Parliament 

Author, “Seven Habits of Highly Effective People” Shuttle Astrorlftut; President, The Jemison Group Peter Schwartz Kresimir Zubak ` 

Ged Davis Mare Luyekx President, Global Business Network Member of the Presidency, Republic of Bosnia- 
Scenario Processes and Applications, Shell fnil. Lid. Forward Studies Initiative, European Connnission Hercegovina 


Forum participation is limited. To secure your reservation or request information please contact: 


STATE OF THE WORLD FORUM 
The Presidio, P.O, Box 29434, San Francisco, CA 94129 USA S Bs 
www. worldforum.org Tel: 415-561-2345 Fax: 415-561-2923 Email: info@worldforum.org. 
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FINANCE AND ECONOMICS. 


Will Tokyo finally clean house? 


Under foreign pressure, Japan is at last doing something about its rotten bank- 
ing system. But exactly what is still not clear 


Pouce, America seemed to say, was 
Aa enough. Thoroughly fed up with Ja- 
‘pan’s lack of progress in sorting out its 
_ economy and its banking mess, and having 
been forced, oh-so-reluctantly, to step in to 
¿stop the yen going into free fall last week, 
America dispatched Larry Summers, the 
number two at the Treasury, to read the riot 
act to the Japanese government. He did not 
bother with subtlety. The yen will fall again, 
and soon, Mr Summers said, unless Japan 
takes immediate steps to reform and resus- 
citate its economy. Chief among these is to 
cut out, once and for all, the cancer at the 
heart of the Japanese economy: the coun- 
| try’s tottering banks. 
The breathing space has indeed been 
brief This week the yen tumbled again, 
breaching ¥141 to the dollar on June 24th. 
Bond yields have again started to fall, a sign 
that the markets believe the economy is go- 
ing nowhere. Although the government is 
urgently preparing a “total plan” to solve 
the problems of the banking system, the de- 
tails will not be announced until July 8th. 
That may not be soon enough: the stock- 
market reckons that Long Term Credit 
Bank is in imminent danger of collapse. If 
it goes, others will follow. Timidity and pre- 
varication increase the chances of a col- 
lapse in confidence of all banks, shares in 
which have already fallen sharply in recent 
weeks (see chart on page 81). 
The latest estimate from the Finance 
Ministry is that the problem loans of the 
banking system amount to some ¥77 tril- 
lion ($548 billion). Already an underesti- 
mate (the number was based on banks’ 
unaudited self-assessments last year), this 
sum is still being increased by the onset of 
recession, a record number of business 
bankruptcies and the banks’ exposures else- 
where in Asia, which total $2.49 billion, ac- 
cording to the Bank for International Set- 
tlements. Some analysts think that the true 
-amount of non-performing loans is more 
than ¥100 trillion and climbing. 
True, Japanese banks have been putting 
vaside reserves against these bad loans. In 
‘the past year the biggest banks alone set 
aside ¥12.31 trillion; over the past seven 
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years, they have used up their equity twice 
over in reserving. But these reserves pale 
against the mounting losses. Worse, rather 
than writing their bad loans off, Japanese 
banks have merely written most of them 
down. A Bank of Japan official guesses they 
have treated 70% or more this way. This is 
not mere hair splitting. When a loan is writ- 
ten off, its accounting value is reduced to 
zero so the bank can suffer no further losses. 
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Writing a loan down, on the oth 
means that it stays on the bank’ 
sheet at a reduced but perhaps stil 
value, and the collateral backing t 
not sold, The bank must then set aside s 
more reserves if the collateral—mostly r 
land—falls further in value. 

The banks’ ability to write offordown 
fast diminishing. Banks’ operating profi 
have risen sharply in recent years as th 
have invested in long-term government sı 
curities and funded these with deposits for 
which they have had to payalmost nothing. 
But the spread -between short- and lon 
term interest rates has narrowed sharply, 
Throw in deregulation, which gives depo: 
tors other places to place their cash, and ; 
weak share market, which eats away at 
banks’ unrealised gains on their equity 
portfolios and thus at their capital, and itis - 
clear that many banks are in dire straits. 

To solve Japan’s banking problems, the 
government needs to do a number of 
things, and fast. It must close down insol- 
vent institutions, transferring good loans 
to healthy banks and bad ones to a loa 
recovery agency; remove many non-per- 
forming loans from even healthier banks’. 
balance sheets; beef up regulation, supervi- 

sion and disclosure; improve the ability 

of banks to sell the collateral that backs 
soured loans; and recapitalise the banking. 
system. All of this will require oodles of: 
public money. 

The government has long since prom- 
ised ¥30 trillion for this, but details ofhow 
it plans to spend the money are still 
sketchy. So far it has spent only ¥18 trillion, 
much to the delight of officials at the Bank 
of Japan, who fretted that public money 
would be pumped into all banks indis- 
criminately. The talk is now that the gov- 
ernment will use its cash more carefully, 

perhaps by forcing weak banks to merge 

and giving injections of capital to 

those that take them over, but none 
of this is clear. 

The government also wants to 

improve financial supervision. 

A This week the Financial Su- 
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Hino and his investigators 


pervision Agency took over the job of super- 
vising the country’s banks from the Finance 
Ministry’s banking bureau. The agency’s 
new boss, Masaharu Hino, says that it will 
start investigating all of the top 19 banks 
(implying, presumably, that this had not 
been properly done before). Unfortunately, 
Mr Hino has a staff of only 400, and a se- 
nior official at the Bank of Japan worries 
not only that the banking bureau has, to all 
intents, imploded, but that the new agency 
lacks expertise. One essential step would be 
to tighten banks’ bad-loan disclosure. Al- 
though the Finance Ministry boasts that Ja- 
pan’s disclosure requirements are now as 
demanding as those in America, the banks 
themselves still classify whether their own 
loans are good or bad; there are no external 
auditors. 


Building bridges 
But all of this leaves unanswered the ques- 
tion of what will happen to the bad loans. 
There is already a body, the Co-operative 
Credit Purchasing Company, which buys 
bad loans from solvent banks. This group, 
which is owned by the banks themselves, is 
designed merely to crystalise accounting 
losses so that the banks can receive tax 
breaks; it does not remove the bad loans 
from the banking system. In any case, deal- 
ing with loan losses is difficult in Japan be- 
cause of a quagmire of conflicting claims 
on collateral and a cumbersome process 
for auctioning it off. The government wants 
to make it easier for banks to seize collateral 
and to set up a body to mediate among 
creditors over its ownership. But without 
an organisation to buy banks’ bad loans 
outright, the banks will not gain the cash 
flow that many need to survive. 

In April the law was changed to allow 
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South Korea’s bail-out bonanza | 


SEOUL 


OR two years, South Korea’s govern- 

ment has pretended that the prob- 
lems of the country’s troubled banking 
system would somehow go away. But, 
| under pressure from the iF, the govern- 
| ment of Kim Dae Jung has given bank re- 
form top priority. This is not entirely 
| salutory. If the latest plans work, taxpay- 
ers may end up with the tab for cleaning 
up the banking system, while the coun- 
try’s corpulent industrial conglomerates 
end up with the banks. 

This is, of course, not the way Mr 
Kim’s officials explain things. Their aim, 
they say, is to restructure sickly banks at 
minimum cost to taxpayers. The new 
banking regulator, the Financial Super- 
visory Commission, had hoped to do 
this by persuading weak banks to sell 
out. None has, so now the commission is 
pressing healthy banks to buy the assets 
of insolvent competitors. Some of the 
failing banks’ bad loans are to end up in 
the hands of a government-owned 
“bridge bank”, which will try to dispose 
of them. There is supposedly a strict 
timetable for all of this: the lucky 
acquirer banks, having been examined 
as to their managerial skill, earnings 
prospects and so forth, are to be an- 
nounced by July ist, and the restruc- 
turing is to be complete by August. 

This might all be workable, were 
there more than a handful of viable 
acquirers. But several of South Korea’s 26 
commercial banks have liabilities ex- 
ceeding their assets, and only 14 met in- 
ternational capital standards at the end 
of last year. Where to turn? The answer, as 





so often in South Korea, is the big indus- 
trial groups, or chaebol, that dominate | 
the economy. Kim Woo Choong, boss of 
Daewoo, has made known his intention 
to create a “mega-bank” with investment 
from other chaebol as well as foreign 
bankers. Some of his fellow tycoons have 
similar ideas. 

Until now, the chaebol have been 
barred from owning more than 4% ofa | 
commercial bank, a restriction imposed | 
to prevent them from using the banks to 
finance themselves. The government 
wants to revise the law to allow chaebol 
ownership. This will offer the heavily 
debt-laden chaebol the chance to divert 
depositors’ money to resuscitate their 
own troubled subsidiaries, some 20 of 
which have been marked by the govern- 
ment for liquidation. It is likely to do lit- 
tle to bolster the banks’ weak manage- 
ment: amid South Korea’s economic 
crisis, the chaebol-owned investment 
banks and merchant banks have fared 
even worse than the commercial banks. 





an institution, called the Resolution and 
Collection Bank, to take over such loans— 
but only from banks that have failed. It has 
so far not been very energetic in selling the 
assets it has taken on. 

The biggest test of the government's re- 
solve will be its willingness to shut insol- 
vent institutions, thus removing overca- 
pacity in the banking system and allowing 
healthy banks’ margins to rise. As yet, only 
one big insolvent bank, Hokkaido Taku- 
shoku, has been closed, along with some 
smaller ones. Both the Finance Ministry 
and the Bank of Japan insist that no other 

¢ big institutions are insolvent. 

The main reason that both government 
and bureaucrats have not been keener to 
shut down insolvent banks is the ill-effects 
they fear this might have on the economy in 
the short term. Shutting a bank could hurt 
borrowers, for the simple reason that po- 
tential replacement lenders are few and far 


between. Even the healthier banks do not 
have the capital to make fresh loans, and 
the capital markets are too backward to 
take up the slack. In the medium term, clos- 
ing weak banks would boost market confi- 
dence and thus make it easier for banks to 
raise money, but this would not help bor- 
rowers immediately. 

Hence discussion this week has been 
dominated by talk about the creation of a 
so-called “bridge bank”. Ryutaro Hashi- 
moto, the prime minister, affirmed on June 
24th that such a body would be set up. This, 
it is proposed, would lend to healthy, or at 
least healthyish, borrowers of failed banks, 
to stop them perishing. The trickiest of 
these are “category two” borrowers, compa- 
nies that are behind on their debt pay- 
ments but may yet pull through. Some ¥65 
trillion of the ¥77 trillion of officially ad- 
mitted problem loans are to such compa- 
nies. The government wants to keep ase 
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many as possible alive. 

But a bridge bank is at best unnecessary 
and at worst a step in completely the wrong 
direction. Its job, in essence, would be to 
keep the banks’ borrowers in business. It 
would almost certainly lend at rock-bot- 
tom rates to companies, such as over-ex- 


tended construction contractors, that 
heartily deserve to fail. And its very exis- 
tence would block the emergence of a 
proper credit market in which banks 
charge higher rates for lending to riskier 
borrowers. This, points out Jim McGinnis, 
an analyst at Dresdner Kleinwort Benson, 
will prevent the better-run banks from im- 
proving their own profitability. All in all, a 
strange way to make the banks healthy. 





Austrian banks 


Ina fix 


Db? one of Austria’s top bankers com- 
mit suicide in vain? Until June 23rd, 
when European Union officials started 
raiding the country’s main banks, it cer- 
tainly looked that way. Gerhard Praschak, 
head of Kontrollbank, the main export- 
credit provider, shot himself on April 28th 
last year in protest at political cronyism in 
the banking system. His six-page suicide 
note described how he had been bullied 
into accepting a former Social Democrat 
politician, Rudolf Scholten, on to the 
bank's board. It also alleged that Austria’s 
banking system was infested with price-fix- 
ing and sleaze. 

Nothing much happened. Mr Scholten 
got his job. No one resigned. Questions in 
parliament were brushed aside; Mr 
Praschak, it was said, had been depressed. 
The Austrian chancellor, Viktor Klima, an- 
nounced solemnly that in future all jobs in 
the state’s gift would be allocated “strictly 
on merit” (thus tacitly admitting that past 
practice had been different). Few believed 
him-—and the disbelievers included offi- 
cials in the European Union’s competition 
directorate, who had been observing Aus- 
tria’s incestuous, state-dominated financial 
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system with increasing disapproval. This 
week, on the strength of Mr Praschak’s sui- 
cide note and leaked handwritten notes of 
what appears to have been a price-fixing 
meeting attended by senior bankers in May 
last year, a dozen Eu investigators paid sur- 
prise visits to the offices of Austria’s top 
seven banks in search of misbehaviour. 

The raid, one of the most politically sen- 
sitive ever mounted by the competition di- 
rectorate, came one week before Austria 
was due to take over the European Union 
presidency, and highlights an aspect of the 
country which its ruling elite wisely prefers 
to be kept out of international gaze. The 
two main parties, the Social Democrats 
and Christian Democrats, as ideologically 
indistinguishable as Coke and Pepsi, have 
had both the political landscape and the 
economy stitched up between them for the 
past 50 years. Austrian politicians are se- 
verely miffed at having these arrangements 
exposed to public view. 

But is there a cartel? Austria’s heavily 
over-branched and over-banked domestic 
market certainly offers poor service at high 
cost. A few years ago an employees’ associa- 
tion successfully took the banks before the 
local anti-cartel authorities for fixing the 
level ofsome account charges. But domestic 
retail banking makes little money nowa- 
days. Austrian banks’ lucrative business is 
done abroad, especially in the growing 
markets of central Europe. 

That does not rule out a cartel, however. 
Austria’s top bankers would have reason to 
collude to keep losses down in businesses 
that politicians and trade unions will not 
let them abandon. The price-fixing, of fees 
and interest rates, allegedly took place at 
the meetings of the “Lombard Club”, an in- 
formal (by Austrian standards, at least) 
monthly lunch in Vienna’s Hotel Bristol. 
All the main banks, including Kontroll- 
bank, Creditanstalt, Bank Austria, and the 
postal savings bank attended, as did the 
central bank. 

Officially, the Lombard Club is an inno- 
cent talking shop, where bankers swap 
ideas about the introduction of the euro or 
the smooth functioning of the money mar- 
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ket. No minutes are taken, bank offici 
claim; there is no secretary; and the bill is _ 
picked up by the participants in rotation. If 
the Eu’s competition authorities can prove © 
otherwise, the consequences will be mter 
esting. Fines on cartel participants can be 
as much as 10% of annual turnover. Senior > 
bankers would come under 
pressure to resign, and Austria's cosy | 
financial world might never be the 
again. Just as Mr Praschak hoped, before 
pulled the trigger. 



















Investment banking 
Overcharging 
underwriters 


OOTHER business, investment bank- 
ers will assure you, is quite as brutally 
competitive as theirs. It is surely odd, then, 
that in America the fees investment banks 
charge to underwrite share offerings have 
not budged in more than a decade. In Brit 
ain, fixed underwriting fees are the subject 
of an antitrust investigation, which began.» 
hearings this month. Trust-busters have. 
reasonable grounds for suspicion—but it is 
not clear that unfixing the fees will make 
anyone better off. 

In Britain, share issues are arranged by © 
a “lead underwriter’, an investment bank 
which gauges demand for shares by con- < 
sulting an in-house broker or a specialistin 
dependent firm. This broker, which distrib- 
utes the shares to fund managers, also 
assembles a group of sub-underwriters— 
typically big institutional investors—which 
guarantees that the lead underwriter will 
not be stuck with unsold shares, This ser- 
vice costs British companies a flat 2% of the 
money they raise. Of this, 0.25% goes to the 
broker, 0.5% to the lead underwriter and 
1.25% to the various sub-underwriters. 

In America, by contrast, share issues are 
arranged by a “bookrunner”, an invest- 
ment bank which gauges demand by exten- 
sive marketing, sets the price and arranges 
a syndicate of other banks to share the un- 
derwriting risk. American companies pay. 
7% of the money raised from initial public ~ 
offerings and 5% of the take from secondary 
issues. American underwriters’ fees are 
higher partly because of the marketing 
costs. Although British underwriters run 
more risk that the market might move 
against them, British secondary issues are 
typically priced at a 10-15% discount to a 
stock’s existing market price, which is a 
comfy buffer against underwriting losses, = 
while American secondary issues are = 
priced just slightly below the market. a 

Studies in both countries suggest issu- 
ing companies are overcharged, and that 
they are stung for more in America. Paul 
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Marsh of the London Business School has 
calculated that 86% of the fees British sub- 
underwriters earn—and 99% of American 
sub-underwriter fees—are “excessive”. 

But how does this happen in an indus- 
try as intensely competitive as investment 
banking? One explanation is that equity 
underwriting still depends on close rela- 
tions between issuers and their bankers. 
This makes it hard for new competitors to 
move in. Because the penalties attached to 
a failed initial public offering are so stiff, 
companies are reluctant to try less estab- 
lished underwriters, which increases the 
market power of the handful of banks that 
dominate the business. In America last 
year, according to Securities Data, the five 
busiest bookrunners shared 56% of the 
market between them; and in Britain, the 
five main lead underwriters shared 62%. 

In both countries, less successful invest- 
ment banks privately complain that cartels 
bar their way. The boss of one European in- 
vestment bank which is trying to force its 
way into America claims that the big Amer- 
ican houses lack “reciprocity”: although his 
bank might let an American firm under- 
write part of its deal, the Americans will of- 
fer nothing in return. Despite the takeover 
of most British investment banks by for- 
eign houses, the domestic distribution of 
new share issues is still tightly controlled by 
local corporate brokers. The biggest of these 
is Cazenove, a private partnership which 
counts more than half of Britain's 100 larg- 
est companies among its clients and has 
unrivalled, though diminishing, influence 
among instititional investors. 

The other explanation for fixed fees is 
the behaviour of share-issuing companies. 
Britain’s Monopolies and Mergers Com- 
mission (MMC), which is conducting the in- 
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quiry, has published 15 “hypothetical rem- 
edies” for fixed fees. Of these, four share the 
insight that issuers are stupid. The MMC 
therefore suggests such possible solutions 
as requiring investment banks to advise 
their clients that there are different ways of 
issuing shares. 

That might help some small compa- 
nies. But most share issuers are big, sophis- 
ticated operators which rarely complain 
about the size of underwriting fees. These 
powerful customers have successfully 
squeezed investment-bank fees in other ar- 
eas, such as merger advising. This suggests 
that they pay fixed fees for share underwrit- 
ing because, in this market, they place cer- 
tainty and speed of negotiation above cost. 
In America, as in Britain, these customers 
ought to be eminently capably of looking 
after themselves. 
es 





BCCI 


Silver lining 


VEN the darkest cloud can have a silver 

lining. When the Bank of Credit and 
Commerce International sank in a mire of 
fraud in 1991, it was widely assumed that its 
hapless depositors would be lucky to get a 
penny back. The liquidators quickly dis- 
cévered that, among other things, Bcc1 had 
lent billions of dollars to its friends, often 
unsecured and with scant documentation, 
and had failed to book masses of its depos- 
its, instead using them to plug holes else- 
where in its balance sheet. By the time the 
doors were padlocked, those holes had 
swallowed $12 billion. 

Now, however, it is becoming clear that 


the bank’s short-changed customers will 
lose far less than they once feared. On June 
30th, Bccr’s liquidators will pay its 100,000 
depositors worldwide a shade under $2 bil- 
lion. This comes on top of a first payout in 
1996 of roughly the same amount, and will 
bring the total disbursed to 46% of that 
claimed. In the end, depositors are likely to 
get 55-60 cents on the dollar, far more than 
anyone expected. 

This has led some to suggest that BCCI 
was not as rotten as it first appeared. The 
liquidators insist that this is nonsense, and 
that the main reason the payout has turned 
out so high (apart, of course, from their own 
hard work) is rather that some of those con- 
nected with the bank have proved surpris- 
ingly co-operative. In particular, the gov- 
ernment of Abu Dhabi, which took control 
of BccI just before it went bust, agreed in 
1994 to stump up $1.9 billion. By settling, it 
got protection from a welter of lawsuits 
brought by aggrieved creditors. 

The liquidators also claim that the pay- 
ments justify their swollen pay packets. The 
accountants and lawyers working to wind 
up the bank have between them netted fees 
of around $342m in Britain alone. Their 
compensation has proved so controversial 
that, at one point, fees were cut after credi- 
tors complained. In their defence, the liqui- 
dators point out that Bcc has been by far 
the most complicated corporate liquida- 
tion ever: for instance, the agreement be- 
tween liquidators in different jurisdictions 
to pool the assets they recovered was un- 
precedented. The fees, though huge, repre- 
sent less than 9% of the amount recovered 
for depositors. 

More money may flow their way. Next 
month, the liquidators will return to court 
to appeal against a judgment that exoner- 
ated the Bank of England, Bccr’s main su- 
pervisor, for failing to act on the bank's 
troubles sooner; they hope (admittedly 





The long road 

1972 BCC! founded 

1990 Recapitalisation by government 
of Abu Dhabi, which becomes 
majority shareholder 

July 1991 Bank shut down by regulators 

July 1994 Abu Dhabi agrees $1.9 billion 

pay-out to creditors 

Dec 1996 Creditors receive over $2billion 

Jan 1997 Britain's High Court dismisses 
liquidators’ claim against one 
of BCCI's auditors, Ernst & 
Young, Decision is later 
reversed 

April 1997 Abbas Gokal, BCCI's largest 


debtor, convicted of fraud and 
sentenced to 14 years’ 
imprisonment. In August, $2.1 
billion in damages is awarded 
against Ghaith Pharaon 

June 30th 1998 Liquidators to pay creditors a 
second dividend of $2 billion. 
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against long odds) to collect damages. They 
still hope to catch up with Ghaith Rashid 
Pharaon, a BCC! debtor against whom they 
have won a damage award of $2.1 billion. 
And they are still pursuing claims totalling 
$3 billion against the bank’s two main au- 
ditors, Price Waterhouse and Ernst & 
Young. Add to that $70m sought from BCCI 
employees who took out mortgages and 
personal loans with the bank but have not 
yet repaid, and creditors may receive over 
$1 billion more if all goes well. 





Reinsurance 


Buffett’s new 
policy 


NEW YORK 


UCH is Warren Buffett’s reputation as a 

market-moving investor that it is often 
overlooked that the “Omaha Oracle” and 
his company, Berkshire Hathaway, are first 
and foremost in the insurance business. 
Even after his announcement on June 19th 
that Berkshire would spend $22 billion to 
buy General Re, America’s largest provider 
of reinsurance (insurance for insurers), Mr 
Buffett’s admirers reacted by debating what 
the deal revealed about the sage’s current 
thinking on the health of the stockmarket. 
The acquisition may reveal more about the 
weakening position of Berkshire Hatha- 
way’s existing reinsurance operations. 

General Re is not particularly in need of 
Berkshire’s backing. In fact, it currently has 
more capital than it knows what to do with. 
For this acquisition to make the sort ofjuicy 
returns on which Mr Buffett made his 
name, there needs to be a sharp rise in re- 
insurance premiums, which are now low 
by past standards. The last time prices 
firmed, in the mid-1980s, General Re’s 
share price doubled in two years. A repeat 
of that trick would yet again demonstrate 
Mr Buffett’s genius. 

This is not impossible. Reinsurance 
prices are highly cyclical. Capital rushes 
into the business when claims are low, driv- 
ing down premiums, only to rush out again 
after a bad year, allowing premiums to rise. 
However, says Michael Frinquelli, of Re- 
naissance Fund Advisers, a hedge fund, it 
usually requires large cash losses and a 
shortage of capital to turn the cycle, and re- 
insurance is currently awash in capital. 
Much of this is from sophisticated inves- 
tors who were not involved in past reinsur- 
ance cycles. The newcomers are less likely 
to run away, in part because they have 
made long-term investments in new risk- 
sharing financial instruments, such as ca- 
tastrophe bonds (which pay “interest” pro- 
vided claims for, say, hurricane damage do 
not exceed a pre-agreed amount). 
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Soni ee 
Sometimes the claims flood in 


Mr Buffett has been a fierce critic of 
such innovations, describing investors in 
catastrophe bonds as “innocents” lured 
into the business by “salespeople” and im- 
plying that these contracts significantly un- 
der-price the risk involved. Yet according to 
Ken Froot, an economist at Harvard Busi- 
ness School, traditional catastrophe re- 
insurance of the sort sold by Berkshire 
Hathaway's National Indemnity business 
has been greatly over-priced. 

In a new study, Mr Froot shows that an 
earthquake-reinsurance policy it issued in 
November 1996 gave National Indemnity 
an annual premium that exceeded actuari- 
ally expected losses by 530%. By risking a 
maximum of $600m, National Indemnity 
gained a 93.4% chance of making a $400m 





profit. The firm sold the policy by under- 
cutting a planned catastrophe-bond issue, 
which hardly supports the view that catas- 
trophe bonds are under-priced. 

Despite Mr Buffett’s opposition, the 
new capital in reinsurance looks as though 
it is here to stay, ending the traditional-re- 
insurance gravy train for firms such as 
Berkshire Hathaway. In this light, the acqui- 
sition of General Re appears to be an at- 
tempt to shore up National Indemnity by 
diversifying into other areas of reinsur- 
ance. General Re mostly underwrites non- 
catastrophic reinsurance, and its good rela- 
tions with primary insurers may make it a 
useful distribution network for National 
Indemnity policies. Mr Buffett will cer- 
tainly hope so. 





Fund management 


Opening Europe’s coffers 


As Europeans flock to investment funds, American and British fund managers 


want their business. It is proving elusive 


HEN money managers talk about 
emerging markets, they usually 
mean Asia and Latin America. These days, 
though, it is another emerging market that 
excites them most. Mature as its economies 
are, Europe’s mutual-fund industry is only 
a fledgling. While Americans have learned 
to love funds, Europeans would rather put 
their money into bonds and insurance ve- 
hicles. But that is changing fast—so fast that 
American and British fund managers are 
onvinced there is a fortune to be made in 
continental Europe. 

Judging by the size of mutual-fund in- 
flows, they may be right. Although Conti- 
nental Europeans hold only $1.8 trillion in 
mutual funds—23% of GDP, compared with 
57% in America—they are developing a pas- 
sion for fund investing. In Italy, mutual- 


fund assets have grown by 160% in the past 
year. Fund assets in Spain are up 60%. As 
the money rolls in, foreigners with power- 
ful brand names and impressive records in 
equities are determined to woo European 
customers. But they have discovered that 
Europeans are hard to woo—not because 
they are uninterested in funds, but because 
getting to the Fraulein, senorita or made- 
moiselle requires getting past a bulky 
banker at the door. 

American fund powerhouses such as Fi- 
delity, Templeton and Pioneer, and big 
British fund managers such as Flemings, 
have already spent freely to set up shop in 
Europe. As many as 40 more American 
firms are planning their attacks, most nota- 
bly Vanguard, America’s second-largest 
fund manager, which started selling funds 
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Protecting the customer 


in Europe last April. None of these intrud- 
ers has found the pickings easy. Pioneer, 
which is based in Boston, has been trying to 
attract European investors for three de- 
cades—and still manages only $2.3 billion 
of assets in continental Europe. “It’s hard 
slogging all the way,” says Marc Sylvain, a 
managing director at Fidelity, America’s 
largest fund manager. “You have to throw 
out all your Anglo-Saxon ideas.” 

The single currency notwithstanding, 
when it comes to investments Europe is 
anything but a single market. Yes, a money 
manager with an office in one European 
Union country has an automatic passport 
to all others, But each country is still a sepa- 
rate market with its own peculiarities in 
language, culture, tax and regulation. 
And—crucially for foreign competitors— 
each country’s domestic banks dominate 
access to customers. 

Whereas American investors willingly 
send their money to a fund manager they 
know only from magazine advertisements, 
and Britons usually buy from independent 
financial advisers who sell many different 
fund managers’ products, continental Eu- 
ropeans tend to walk to their bank branch 
and no further, unless an insurance agent 
gets to them first. “Mutual-fund supermar- 
kets”, such as that of Charles Schwab, an 
American discount stockbrokerage which 
makes it easy to trade among mutual funds, 
do not exist in Europe. Even telephone 
sales are a novelty. So the first challenge for 
foreigners is simply to get their products 
“on to the shelf”. In Europe, “there are no 
Schwabs that do it for you,” says Gilbert de 
Botton, chairman of Global Asset Manage- 
ment, a London-based fund manager. 

Some smaller fund managers hope to 
build business by persuading banks to re- 
sell their funds. Spain’s Banco Santander 
and Banque Nationale de Paris, in France, 
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offer customers so-called “funds of funds” 
composed of several mutual funds, includ- 
ing some foreign ones. But for fund manag- 
ers this is a second-best strategy, because it 
does nothing to build up the foreigners’ 
brand names or to give them direct contact 
with potential customers. 

Their preferred strategy is to convince 
Europe’s banks to sell branded funds. 
Templeton, which is best known for inter- 
national equity funds, has linked up with 
an Italian bank and with J.P. Morgan, an 
American bank which owns the American 
Century mutual-fund group, to sell funds 
bearing its own name through savings 
banks in Germany and France. But al- 
though smaller European banks may agree 
to such deals, those with ambitions to be- 
come asset-management powerhouses in 
their own right will kick and scream before 
they allow another fund firm to come in 
contact with their customers. 

Take the big German banks: Deutsche, 
Dresdner, Commerzbank, and Bayerische 
Hypo- und Vereinsbank. Each has bought 
foreign fund managers in recent years, ac- 
quiring investing skills and marketing ex- 
pertise in the process. They freely push their 
own products when customers seek advice, 
and have been known to lean on customers 
in other ways. Douglas Adams, a director at 
Templeton, recalls how his firm had con- 
vinced one customer to invest in a 
Templeton fund until the customer's Ger- 
man bank held up the money transfer and 
reminded the customer of its own prod- 
ucts. “They'll either buy you or freeze you 
out,” says Mr Adams. 

Is there any sign that this attitude is 
changing? Jens Kleine of Dr. Seebauer & 
Partner, a Munich consultancy, thinks 
there is. He reckons that, as European inves- 
tors become more sophisticated, they will 
demand better performance and advice, 
forcing their banks to offer other managers’ 
funds. Already, the big German banks have 
call centres which allow callers to choose 
among hundreds of funds. But these cater 











only for a sophisticated few who might 
move their money if the bank restricts their 
options. Less wealthy customers are rarely 
offered such choices. 

Europe’s burgeoning independent fi- 
nancial advisory industry offers foreigners 
another potential entrée. Outside Britain 
and the Netherlands, independent advis- 
ers are still a rare breed. In Germany, 16% of 
mutual funds at most are sold through in- 
dependent intermediaries; in Italy and 
Spain none at all are (see chart). In most 
places, regulators have not yet paid much 
attention to them, and customers are still 
wary of them. Even so, fund managers such 
as Pioneer and Flemings are putting their 
marketing effort into educating these bro- 
kers to promote their funds. 


The direct approach 

The other great hope is direct selling. Euro- 
peans are still far more reluctant than Brit- 
ons and Americans to buy mutual funds— 
and most anything else—over the tele- 
phone or the Internet. Vanguard is betting 
that this will change. The company, which 
is known for its stock-index funds and its 
low management fees, plans to offer its 
products to Europeans exclusively through 
a toll-free telephone number. 

The trillion-dollar question is whether 
Europeans will respond to such tech- 
niques. European money managers are 
confident they will not. The Americans 
“are lacking the Heimatland approach”, 
says Christian Strenger, head of pws, Deut- 
sche Bank’s fund company. “The retail cus- 
tomer thinks locally. He won't be im- 
pressed by an international name.” Such 
confidence may be dangerous. As Europes 
investors grow more sophisticated, they are 
likely to look at managers’ performance 
rather than at their nationality. And they 
are rapidly becoming more interested in 
equity funds, rather than more traditional 
fixed-income funds. In that field, the names 
that spring to mind, even in Europe, are not 
German, Italian, or French. 
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Not so fair pay 





Politicians in Britain, Ireland, France and America want to establish or in- 
crease minimum wages. This may not help the working poor 


INIMUM wages do create some 
jobs—for economists. In America 
economists have had a field day studying 
| whether setting a floor under pay destroys 
jobs or reduces poverty. Their British 
counterparts will soon benefit too, when 
Britain introduces a minimum wage next 
April. But will the working poor—whom 
minimum wages are meant to help—be 
cheering too? 

The first comprehensive interna- 
tional study of the impact of minimum 
wages*, published this week by the OECD, 
suggests not. The reason is that the policy 
of wage regulation is ill-suited to dealing 
with the problem of poverty. In most 
countries, the OECD reports, relatively few 
low-paid workers live in low-income 
households, and relatively few low-in- 
come households have low-paid workers. 
The benefits of minimum wages, such as 
they are, largely by-pass the poor. 

This is not, in general, because they 
lose their jobs. Critics of minimum wages 
frequently argue that a government-man- 
dated pay level reduces total employ- 
ment, because firms will scale back hiring 
rather than adding employees who must 
be paid more than they are worth. The 
study finds little evidence of this as far as 
adults are concerned: so many factors af- 
fect firms’ employment decisions that the 
OECD's economists cannot separate the 
impact, ifany, of a minimum wage. 

There are great differences in mini- 
mum wages from country to country (see 
chart). In the Netherlands, the minimum 
has declined sharply over time when 
compared with the median wage. Brit- 
ain’s planned minimum wage will also 
be quite low at around 45% of median 
earnings, according to estimates by the 
Low Pay Commission. In theory, a rela- 
tively high minimum wage should have a 
greater impact on aggregate employment 
than a relatively low one. Unfortunately, 
the OECD is unable to say whether there is 
a level at which the minimum wage turns 
into a drag on total employment. 

The impact is clear, however, for the 
young. Workers younger than 25, who 
generally have few skills and little experi- 
ence, tend to have much higher unem- 
ployment rates than older workers. Un- 
employment among America’s under-2§s 


* “Making the most of the minimum: statutory mini- 
mum wages, employment and poverty”. Employment 
Outlook. June 1998. 
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averaged 11% last year, three times the rate 
among workers over 25. In France, the un- 
employment rate for workers under 25 
was a shocking 28%. Minimum wages are 
one explanation. The OECD study—which 
considers data for 1975 to 1996 from nine 
countries, including America, Japan, 
France, Spain and the Netherlands— 
finds that a 10% rise in the minimum 
wage reduces teenage employment by be- 
tween 2% and 4% in both high and low 
minimum-wage countries. Whatever the 
level of the minimum wage, the OECD 
says, it reduces their job opportunities. 


Governments may be able to 

















minimise the damage by setting mini- 
mum wages at low levels, with exemp- 
tions or reduced rates for younger work- 
ers. America and France both do this, and 
Britain intends to, But such “sub-mini- 
mum wages” or “training wages” may be 
less effective than many policymakers 
suppose. In America, the minimum wage 
for adult workers was 39% of median 
earnings in 1997, but the special low 
minimum wage for workers aged under 
20 was equivalent to 53% of mean youth 
earnings. France’s main minimum wage 
is 59% of median earnings, but the mini- 
mum for 18-year olds is equal to 72% of 
p youth earnings. These disparities 

ake it less attractive for employers to 
hire the young. 

And what about the social aims of a 
minimum wage? Politicians, and the gen- 
eral public, often favour minimum wages 
as a means of reducing poverty and in- 
equality. Many studies have found that 
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minimum wages compress the earnings 
distribution. They also tend to reduce 
wage disparities between age groups and 
sexes, since low-paid workers are often 
young or female. But where household in- 
come is concerned, the story is quite dif 
ferent. In reducing inequality and pov- 
erty among households, the OECD 
economists report, minimum wages have 
no effect. 

Even in the unlikely event that pay 
floors do not reduce employment at all 
among the poor, they will be effective at 
reducing poverty only if a large number 
of poor families contain low-wage work- 
ers. This is not the case. In American 
households with less than half the me- 
dian household income, only 33% of 
adults have a low-paid job. In the Nether- 
lands, the figure is 13%; in Britain, it is just 
5%. In most poor households, no one is 
employed in a regular job. 


Marry rich 

Many low earners, on the other hand, 
have well-paid partners or affluent par- 
ents. Since most low-paid workers are not 
in poor households, most of the income 
gains that might come from a minimum 
wage would benefit families which are 


not poor. Only 33% of those Americans 


who earn less than two-thirds of the me- | k 
dian wage live in families whose income; 


is less than half the national median, ac- 
cording to the oec. In Britain, only 10% 
of low-wage workers are in poor families. 
And in Ireland, which is also due to intro- 
duce a minimum wage soon, the figure is 
a measly 3%. If their aim is to help the 
poor, minimum wages are badly targeted. 


It is true that those figures are only a ` 


snapshot of a single year. Over several 
years, low pay and poverty may overlap 
more, because circumstances change. 
Many workers move in and out of low 
pay when they lose their jobs or get a pay 
rise, and households change as couples 
divorce or children leave home. But in 
fact, low pay and poverty overlap even 
less over the long run, since many low- 
paid workers subsequently find higher- 
paying jobs. Over a five-year period, only 
25% of low-paid Americans are in a poor 
family at some point; in Britain 10% are. 
Clearly, minimum wages help some 
poor families. But they also hurt many, es- 
pecially those with a teenager trying to en- 
ter the labour market, while channelling 
income mainly to households that are not 
poor at all. As a political proposition 
minimum wages may be popular, but as a 
policy they leave much to be desired. 
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Taiga! taiga! burning bright 


KUGANAVOLOK 


All the reasons for preserving the world’s tropical rainforests also apply to Rus- 
sia’s endless conifers. So do most of the reasons for destroying them. Many of 
those conifers, however, might yet be saved 


HE landscape of the Vodlozero na- 

tional park in north-west Russia is pri- 
meval. Dense forests of pine, spruce and 
birch alternate with bogs, rivers and lakes. 
Bears and wolves lurk in the thickets, and 
white-tailed eagles circle above the forest 
canopy. Only an occasional wooden 
church, such as that near Kuganavolok, in- 
dicates there is civilisation here—though in 
deference to the spirit of the forest, the in- 
habitants practise a form of Christianity 
that is heavily laced with pagan elements. 

Throughout much of the world, particu- 
larly in the tropics, such virginal forests are 
in retreat. Yet, though many other aspects of 
Russia’s environmental record are abys- 
mal, and its economy looks more third- 
world than first, the country has managed 
to hold on to more trees than anywhere else 
on earth (see table). They stretch from the 
Finnish border all the way to Sakhalin is- 
land near Japan, and the area they cover 
has remained roughly constant over the 
past decade. 

Whether the next decade will see such a 
happy constancy remains unknown. But it 
is possible—just—that Russia will not fol- 
low the profligate path taken by countries 
like Brazil, Indonesia and Thailand, and 
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will treat its forests as something to be con- 
served and harvested, rather than mined. If 
it does so, the world may have much to 
thank it for. 


The tropics of the north 

Russia’s forests are environmentally im- 
portant for a number of familiar reasons. 
Though the taiga, as the endless vista of co- 
nifers is known, is not as rich in species as 
the average tropical forest, it is still an im- 





Wooden heartlands | 
Total forest areas*, km? m | 
tee BAS: Se Sey bart een j 7 8 | 





pital 


f 








N 


li 


i 
i 





portant reserve of biodiversity. 
Studies in north-west Russia, for 
example, show that forests there 
harbour many more species of 
animal and plant than the 
heavily managed woodlands of 
nearby Scandinavia. 

Besides, not all Russian for- 
ests are coniferous. The Amur-Sa- 
khalin region of Russia's Far East 
contains temperate, deciduous 
woodlands which escaped glacia- 
tion during the last ice age. As a 
result they formed a refuge for 
pre-ice-age wildlife, and they still 
contain a dazzling array of the 
sort of animals, such as Siberian 
tigers and Amur leopards, that 
make naturalists reach for their 
field glasses. 

For those unconcerned with 
natural history, the taiga and its neighbour- 
ing broad-leafed forests also have a more 
practical role. They help to regulate the 
world’s climate by acting as “sinks” for car- 
bon dioxide. As Russia’s trees grow, they 
store an estimated 500m tonnes of carbon 
a year—75% of all the carbon locked up by 
the world’s coniferous forests. (The destruc- 
tion of tropical forests, by contrast, releases 
1,600m tonnes of carbon into the atmo- 
sphere each year.) If, as is widely suspected, 
carbon dioxide is the chief culprit in global 
warming, cutting down the taiga would sig- 
nificantly accelerate the process. 

The taiga also displays another parallel 
with the tropical forests—people actually 
live there, and had lived there for thou- 
sands of years before the chaps with the 
chain-saws arrived. Some 190,000 “aborig- 
inal” forest dwellers still hunt, fish, gather 
fruits and herd reindeer among Russia’s 
trees, and these people do not necessarily 
want their homeland demolished around 
them (particularly, as frequently happens 
elsewhere, with no compensation and a 
fair degree of violence). 

That their homeland has survived so 
well over the past decade has been due 
more to luck than good judgment. Partly, it 
is because Russian forests, unlike those in 
many tropical countries, are not being in- 
vaded by armies of landless farmers. Even 
if Russian forest land were suitable for 
farming (and much of it is not), one of the 
characteristics that Russia does not share 
with developing tropical countries is a rap- 
idly growing population looking for some- 
where to live. 

What has really postponed the taiga’s 
destruction, though, is the legacy of Soviet 
central planning. The powers-that-were 
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HE environmental effects of the ex- 

plosion at the Chernobyl nuclear 
power plant in Ukraine began to dissi- 
| pate long ago. But the political effects are 
still causing diplomats and development 
bankers to lose hair in large clumps. 
| The sarcophagus built to surround the 
burnt-out reactor has begun to crumble, 
and western governments are helping to 
finance its repair. But another reactor at 
Chernobyl is still being used sporadically 
to generate electricity. Fearing a second 
disaster, those governments want the 
whole plant shut for good. Ukraine has 
agreed—but only if the West helps to pay 
for the completion of two unfinished So- 
viet-era reactors, known as Khmelnistky 2 
and Rivne 4 (or K2R4, for short). The pro- 
ject will cost some $1.7 billion. 

The institution charged with stump- 
ing up at least some of the money for this 
is the European Bank for Reconstruction 
and Development (EBRD), which special- 
ises in helping eastern European coun- 
tries, and the Soviet Union’s successor 





More fall-out from Chernobyl 


states, to recover from communism. On 
June 15th it gave preliminary approval to 
a loan of $190m. Tough conditions will 
apply, and the bank may yet change its 
mind. But environmentalists are already 
huffing and puffing. 

Their complaint is not just about the 
potential dangers of the new reactors. 
They also argue that the EBRD is ignoring 
its own rules, which say that it can finance 
only projects which are “least cost”. Un- 
fortunately, an independent panel com- 
missioned by the EBRD, and chaired by 
John Surrey of the Science Policy Research 
Unit at Sussex University, concluded last 
year that investment in K2R4 would not 
pass that test. 

The EBRD, however, is under pressure 
from its western sponsors to ensure that 
Ukraine agrees to the eventual closure of 
Chernobyl. Paying for K2R4 seems the 
only way to make certain this happens. 
And by a strange coincidence the bank 
has commissioned a further report (from 
Stone & Webster, an American consulting 





firm) that provides an answer which is 
more to its masters’ liking. This report’s 
conclusion, based largely on an eco- 
nomic model rather than on the opinions 
of experts, is that completing K2R4 in 
2002 has a 50% chance of being “least 
cost”. That is hardly a ringing vote of con- 
fidence in the project, but it is enough to 
allow the EBRD to proceed. 

Cynics say that models can be made 
to conclude anything provided that suit- 
able assumptions are fed into them—a 
problem which Dr Surrey foresaw. “If the 
panel's report is replaced by a new con- 
sultants’ report,” he wrote in an article last 
year, “it would make a mockery of the at- 
tempt at an impartial, independent, ‘eco- 
nomic due-diligence’ process.” 

For its part, the EBRD says the money 
will not start to flow until towards the 
end of next year at the earliest, and then 
only if Ukraine is making serious pro- 
gress in reforming its energy sector. Such 
progress could start by fitting valves to the 
radiators in the country’s apartment 
blocks. At the moment the only way many 
people have to cool off in summer is to 
open the windows. 





built most of the country’s pulp and paper 
mills to the west of the Ural mountains that 
divide European Russia from Siberia, even 
though 80% of the trees are to the east of 
them. To overcome the discrepancy, the 
government then subsidised the energy 
and transport needed to haul logs from the 
latter to the former. When the subsidies col- 
lapsed along with the Soviet Union, so did 
the industry. Only 88.5m cubic metres of 
timber were sold last year—a quarter of the 
figure in 1988. 

However, as Russia’s economy recovers 
from such inanities, so do the prospects for 
a resumption of logging. Big foreign firms 
such as the Pioneer Group, of America, and 
Enso, of Finland, have already struck deals 
to harvest and process wood in both north- 
western and far-eastern Russia. The ques- 
tion now exercising the country’s fledgling 
environmental movement is whether the 
past decade’s postponement of deforesta- 
tion can be turned into a sensible manage- 
ment regime that will allow logging to be 
carried out in a more eco-friendly way than 
has happened in the tropics. 

Some of the signs are bad. There are re- 
ports of the illegal felling of protected spe- 
cies, both in the Caucasus, where wild- 
chestnut logs are being exported to Turkey, 
and in the Far East, where elm is being sold 
to China and Japan. And according to local 
environmentalists, some forestry-protec- 
tion officials in the north-west have turned 
to logging to supplement their incomes. 

There have also been worrying out- 
breaks of fire. On average some 10,000 
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square kilometres (4,000 square miles) of 
Russian forest burns down each year (by 
comparison, Brazil lost 18,100 square 
kilometres to fire in 1996). Some such fires 
are natural, and help tree growth by de- 
stroying litter and undergrowth. This al- 
lows seeds to germinate on the exposed 





But it could look like this 





soil. But many are man-made. Fuelled by 
the debris left by the clear-cutting of trees 
(that is, the felling of everything in an area, 
before the timber suitable for sale is re- 
moved), they rage fiercely, destroying trees 
as well as undergrowth. 

There are, nevertheless, several reasons 
for hope—some of them also legacies of the 
bad-old Soviet days. Surprisingly, one of 
them is that in Russia, unlike Brazil and In- 
donesia, it is clear who owns the land the 
trees stand on. It is the Russian government 
(though it has privatised the forestry com- 
panies, it has not privatised the forests 
themselves). And the government does not 
want its asset squandered. 

To help preserve it, Russia has started 
issuing exclusive licences for particular ar- 
eas to individual firms. The lesson from for- 
estry in North America and Scandinavia is 
that granting firms long leases over patches 
of forest can give the companies concerned 
an incentive to tend and regenerate the 
trees so as to maximise future harvests. 

Trees in leased areas are also likely to be 
exploited more efficiently. In Soviet times, 
foresters sometimes left half of their cut 
logs on the ground. American foresters who 
have leases in the Russian Far East have 
now brought in western machinery that 
helps avoid this sort of waste. And besides 
being more reliable than the old Soviet-era 
equipment, these machines are designed to 
damage the soil less. 

Private enterprise should also bring 
more realistic prices, and these, too, tend to 
result in timber being used efficiently. Ac- 


THE ECONOMIST JUNE 27TH 1998 


cording to a recent World Bank 
study, local officials in Russia cur- 
rently charge foresters rates for 
felling timber that are well below 
market levels. Competition between 
firms for leases should raise these 
charges, encouraging the successful 
firms to seek further efficiencies. The 
report also estimates that potential 
tax revenues from forestry in Russia 
are at least $900m a year—more than 
enough to cover the costs of regula- 
tion and environmental protection. 

That is further good news, for an- 
other useful legacy from Soviet times 
is a better-than-average system of for- 
estry regulation. This system, which 
is mostly respected, limits the area of 
land that forestry firms are allowed 
to clear-cut. Many Siberian forests, 
for example, are completely pro- 
tected by this system because they lie 
on soils, known as permafrost, that 
are frozen all year round. Felling 
trees opens the permafrost to sun- 
light, melting it and creating 
swamps where trees cannot regrow. 

The Soviet Union, with its love of 
science, also built up an internation- 
ally respected community of forest 
scientists. Some 30 forest-research 
institutes are spread across the coun- 
try, and, though finance has drop- 
ped sharply (by as much as 75% in 
many cases), and a number of prom- 
inent researchers have left, hundreds 
of scientists still study everything 
from tree genetics to resin tapping, 
providing an invaluable base for 
both the conservation and the 
exploitation of the taiga. 

In all this efficiency, there should 
even be room for national parks 
such as Vodlozero. For they, too, could pay 
their way if western conservationists put 
their money and boots where their mouths 
are by coming to visit what they feel it is the 
duty of others to preserve. At the moment, 
Vodlozero is partly funded by the Euro- 
pean Union. When the money comes di- 
rectly from the pockets of ecotourists, from 
the Eu and elsewhere, the park’s future will 
truly be secure. 








Microelectronics 
Sticking together 


SAN FRANCISCO 


A cg MOST people, silicon and chips are 
more or less synonymous, but other ma- 
terials too have their uses in electronics. In- 
dium phosphide and gallium arsenide, for 
instance, can be used to make tiny lasers 
and light detectors, and engineers have 
long wanted to combine these sorts of de- 
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This fossil lays to rest a century-old argument 
about whether birds evolved from dinosaurs. 
They did. Caudipteryx zoui, which was discov- 
ered by Ji Qiang of the National Geological 
Museum of China and his colleagues, is clearly 
an ordinary, flightless dinosaur belonging to a 
group called the coelurosaurs. E 
it has feathers. The skeleton, 
of another feathered dinosaur called Prot- 
archaeopteryx robusta, which Dr Ji also dis- 
covered, is described in this week’s Nature. The 
fossils themselves, along with a number of 
other finds from the Sihetun site in north-west- 
ern China which Dr Ji is excavating, were 
shown off at a press conference in Washington, 
DC. Why a flightless dinosaur should sport 
feathers is still unclear. Insulation is one pos- | 
sibility. Another is that the feathers were | 
brightly coloured, and acted as signals. 


S | 


vices into sophisticated “optoelectronic” 
computers that would combine the speed 
of light with the number-crunching power 
ofelectrons. 

They have been thwarted, in part, be- 
cause the materials involved are mutually 
incompatible and cannot easily be laid 
down on a single chip. Instead, each com- 
ponent has to be built separately and the 
whole thing then assembled later, piece by 
piece—a difficult, expensive and time-con- 
suming process. 

Sadik Esener and his colleagues at the 
University of California, San Diego and 
Nanotronics (a company based in the same 
city) have, however, come up with a wa 
that might be used to make such devices a 
semble themselves in one go. They propose 
to do it by coating the bottoms of the opti- 
cal components, and the holes on the chips 
that they are to fit into, with DNA. 

DNA, famously, is usually a double- 
stranded helix. The two strands are comple- 
mentary to each other—that is, the chemical 
components of which they are made match 
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up in a specific way. Those compo- 
nents come in four varieties, usually 
| referred to by the initial letters (a, €, 
Gand 1) of their long-winded proper 
names. If A is found on one strand, it 
will always be matched by T on the 
other, and vice versa. Similarly, a c 
| always matches a G. 

What Dr Esener and his col- 
leagues propose is to put short, sin- 
gle-stranded pieces of pna on the 
optical devices, and strands comple- 
| mentary to them in the appropriate 
| holes. The devices would then be 
mixed into a liquid and spilled out 
over the surface of the chip in ques- 
tion. When a device found its match- 
ing hole, the two DNA strands would 
recombine and it would be held in 
| place. If the DNA strands were not 
complementary the device would 
continue its journey until it found a 
hole where they were. That way, ev- 
ery device needed to fit on a chip 
could be added to it at more or less 
the same time. 

So far, the researchers have not 
tried the method on real optical de- 
vices, but it seems to work with 
dummy particles, and they hope to 
move on to a full-scale trial by the 
end of the year. Merely using DNA, 
however, will not be enough to cre- 
ate a revolution in micro-assembly. 
The team has also had to think of 
ways to help the devices find their 
correct positions on a chip, so that 
the DNA strands can have a sporting 
chance of combining. 

One method it has developed is 
to create electric fields around the 
host “landing sites”, thus attracting 
devices to that particular spot. To 
make this attraction more specific, the DNA 
on a device can have extra chemical groups 
added to it to make it positively or nega- 
tively charged. The opposite (and therefore 
attractive) charge is then applied to the ap- 
propriate landing sites. Another technique 
under investigation creates currents in the 
fluid carrying the devices. These currents 
channel the tiny circuits to the right places 
on the chips. 

But even when that problem has been 
overcome, another looms. DNA is not 
strong enough to serve as a permanent 
bond;something else is required. Dr Esener 
is equal to this, too. His preferred solution 
is to invert the whole process—coating the 
tops rather than the bottoms of the optical 
devices with DNA and locking them on toa 
dummy chip that will hold them in the 
right alignment. They can then be attached 
en masse to the real chip by an established 
method known as “solder bump” bonding. 
If this works, chips really could be served 
with everything. 
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The highly strung market 


for violins 


O MUSICAL instrument excites col- 
lectors like the violin. Even before 
Antonio Stradivari (1644-1737) gave them a 
good name, the greatest combinations of 
applied acoustics and inspired cabinet 
making had persuaded rich men to part 
with large sums of money. And they still do. 
On April ist this year, the so-called 
“Kreutzer Stradivarius” (see above) was 
sold at Christie’s in London for £947,500 
($1.56m), the highest price ever paid for a 
Stradivarius at auction. The 30-year boom 
in the violin market seemed unperturbed 
by the misfortunes of some of its most en- 
thusiastic recent buyers—successful entre- 
preneurs in East Asia. 

But then, on June 16th, it looked like a 
different story. At an auction of musical in- 
struments at Sotheby’s there were no takers 
for a well-authenticated violin by Giuseppe 
Guarneri del Gesu (1698-1744), another Ital- 
ian grandmaster. The violin’s estimated 
selling price had been £400,000-600,000. 
In all, only nine Asians bid successfully for 
lots at the auction, and the highest price 
they paid for anything was £14,000. 

Over 40% of the 159 lots were left un- 
sold, including an instrument by Nicolo 
Amati (1596-1684), the third of the Italian 
triumvirate from the town of Cremona 
whose hegemony in violin making has 
been unchallenged for centuries. In the 
market's heady days, Asians helped ensure 
that in most sales fewer than 5% of the in- 
struments failed to find a buyer. Does this 
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mean that the market is now destined to go 
quiet until Asia’s economies pick up again? 

Maybe not, because one of the enduring 
features of the great violins over the years 
has been their ability to attract new buyers. 
As early as 1540, an Italian violin was spot- 
ted as far away as England. And since then 
their movements have reflected many of 
the world’s most dramatic economic and 
social shifts. Before the first world war, the 
products of the Italian masters were among 
the preferred collectibles of the great and 
the good of Europe. Then the Bolsheviks ex- 
propriated them, the Nazis “Aryanised” 
them, and Jewish refugees used them as 
Start-up capital. 

After the second world war the great vi- 
olins gravitated towards rich Americans 
who bought up what was left at fire-sale 
prices. Then Europe's economic recovery 
and the boom in East Asia pushed up their 
prices and spread them more widely. Now 
there is a hint of another market emerging 
from one of the greatest political and eco- 
nomic changes of the past few years, the col- 
lapse of communism. 

George Kress, a paper-products man 
facturer, yachtsman and amateur violini 
from Green Bay, Wisconsin, was a typical 
buyer at the time when he paid $24,000 for 
the Kreutzer Stradivarius in 1958. (An in- 
credulous friend remarked then that he 
could have bought a house for the same 
money.) Mr Kress died last December and it 
was his executors who put the instrument 





up for sale at Christie's. 

The buyer of his Stradivarius was 
widely (though unofficially) reported to be 
Maxim Vengerov, one of the most promis- 
ing young violinists currently playing. Mr 
Vengerov left his native Novosibirsk in 
1990 at the age of 16 and, since his arrival in 
the West, has relied heavily on borrowed 
instruments. After three years playing with 
a Stradivarius lent to him by an American 
collector, it was inferred that he needed a 
world-class fiddle of his own. 

Despite the record price, there are some 
who argue that Mr Vengerov got a bargain. 
Other “Strads” have recently been sold (pri- 
vately) for between $2.5m and $3.5m. One 
of the best known, the “Lady Blunt” (most 
of the greatest instruments have been hon- 
oured with names) became the first Stradi- 
varius to break the $200,000 barrier when 
it came up for sale at Sotheby’s in 1971. To- 
day it could fetch as much as $4.5m, claims 
Charles Beare, the London dealer widely re- 
garded as the trade's closest approximation 
to the pope. 

The dealers say they are not worried by 
the results of the Sotheby’s sale. True, a 
Vengerov does not show up every day, and 
the times are past when Asian dealers could 
be relied on to buy almost anything. On the 
other hand, the next George Kress could 
turn up tomorrow as a 30-year-old software 
entrepreneur. 

In the meanwhile, orchestra players 
trading their old Italian instruments for a 
retirement home in Florida will ensure that 
there is a steady supply of violins on the 
market. And their successors, and Asian 
parents who are unlikely—crash or not—to 
let their talented 12-year-olds want for a 
good fiddle, will sustain the demand. 

But more of them may now feel that the 
prices of the Italian masters are beyond 
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their reach. And that could make other 
manufacturers more attractive. For 250 
years, Cremona was to violins what New- 
castle was to coals. But the industrial revo- 
lution led to a new post-Italian era, with 
factory production in France, Germany 
and even Japan. Today, entry-level violins 
come from China and Sri Lanka, and new 


concert-quality instruments can be bought 
for less than $20,000 from almost any- 
where. They have all traditionally stood in 
the shadows of the crowd from Cremona. 
But less demand for the Italian masters 
may be good news for them, and for today’s 
violin craftsmen, working as far afield as 
Ann Arbor, Bremen and St Petersburg. 
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Malt whisky 





To be taken with a pinch of salt? 


HE three Germans sitting in the hotel 

restaurant on the west coast of Scotland 
are deep in a discussion of the relative mer- 
its of malt whiskies. Across 20 miles of wa- 
ter is the island of Islay which used to have 
21 malt distilleries along its 25-mile length 
and which still has seven today, including 
the legendary Laphroaig and Lagavulin. A 
couple of hours drive north is Speyside, 
home of world-class salmon and the two 
best-known malt whisky brands, Glenfid- 
dich and The Macallan. 

The Germans are among the 1m tourists 
a year who sniff their way through Scot- 
land’s Highland distilleries. “In a typical 
distillery these days,” says Campbell Evans 
of the Scotch Whisky Association, “you will 
find three people making the whisky and 
14 people showing round the tourists and 
selling them knick-knacks in the shop.” 
Moreover, from the tartan-clad lassies host- 
ing slick tours of Speyside’s distilleries (at 
what is disparagingly referred to as the 
“Malt Disney” end of the whisky trail) to 
the intrepid souls who take the two-hour 
ferry to Islay, malt whisky is a growing fea- 
ture of the Highland holiday landscape. 

Far away from the Scottish Highlands, 
you can sit glass in hand and indulge in 
malt-tasting over the Internet, with helpful 
notes and diagrams to chart the subtleties 
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of the “myriad aromas and flavours”. Head 
for the Scotch Malt Whisky Society's Web 
site and you will see America warming to 
the subtle attractions of the drink. In a few 
hours you can become an (almost) instant 
whisky snob and join the growing band for 
whom malt is becoming a hedonistic 
hobby, a bit like fine French wine. 

The word “whisky” first appeared in the 
English language barely 200 years ago, a 
crude approximation to uisge beatha, (pro- 
nounced “ooskwa beh”), Gaelic for “water 
of life”. A hundred years 
ago, when your correspon- 
dents great-grandfather 
was running the Laphroaig 
distillery on Islay, malt was 
a local delight; most of the 
whisky made from malted 
barley was used (as, in fact, 
it still is today) to blend 
with simpler grain whisky 

make different “blends” 
f Scotch. 

As many as 40 malts 
can be involved in such 
mixtures. For the purist, it 
would be a waste of good 
malt were it not for the 
huge market for blended 
whisky which depends on 


% share, 1997 





A lot o’ bottle 
World spirits consumption 





the noble malt to turn it from a crude swig 
into something finer. Malt remains a drop 
in the ocean of whisky that the world con- 
sumes (see chart). But the 47m bottles sold 
in 1997 mark an increase from only 34m 
bottles five years earlier. Sales are obviously 
soaring. But why? 

The simple answer is that consolida- 
tion in the international spirits industry 
over the past ten years has led Scottish malt 
distilleries to fall into the hands of world- 
class marketers. And malt whisky is a mar- 
keting manager's dream: a high-quality, 
niche product rich in tradition, lore and 
snob value, and ripe for expansion at pre- 
mium prices. Ten years ago you would have 
been lucky to find more than two brands of 
malt whisky in a supermarket anywhere; 
now the array is bewildering, and set to be- 
come more so as old distilleries are re- 
opened as the market expands. 


A matter of taste 


Malt sells for at least twice the price of ordi- 
nary blends, though its production in- 
volves only two extra processes: the malting 
of the barley and a second distillation. But 
malt whisky consists of a bewildering array 
of flavours and aromas. Scientists have 
tried to pin down what makes these and 
have found malt to contain hundreds of in- 
dividual components—alcohols, acids, es- 
ters and phenols as well as other carbon, 
sulphur and nitrogen substances. 

Broadly speaking, phenols are responsi- 
ble for the medicinal, peaty, smoky tastes of 
west coast whiskies such as the Islay malts. 
Malt buffs will argue late into the night 
over the relative merits of malts made from 
water that has been through peat and over 
granite or through granite and over peat. 
Contrary to macho nonsense about true 
Scots never putting water in whisky, a drop 
of soft tap water (or bottled water) is the 
ideal way to unlock the flavours. But ice 
with malt is a true abomination, to be kept 
for Scotch only. 

Although it is the quintessential Scot- 
tish product, malt whisky is actually rather 
multinational. The barley 
has long since ceased to 
come from the land 
sm around the distillery; to- 
day it is more likely to have 
been shipped in from Eng- 
land or further afield. And 
the oak casks in which malt 
is stored are either Ken- 
tucky oak (where they 
might have started life 
holding bourbon) or for- 
mer sherry casks from 
Spain. The maturing spirit 
has a slow chemical rela- 
tionship (over ten years) 
with the substances in the 
wood that gives a good 
malt much of its finer char- 
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acter and look. 

But another chemical reaction is just 
around the corner and could confuse 
things. Scientists at the Scotch Whisky Re- 
search Institute in Edinburgh have experi- 
mented with adding salt to blended whisky 
barrels to make the spirit mature faster 
(having millions of barrels lying around for 
at least three years is the industry’s biggest 
single cost). Not only did salt speed things 
up, its boosters say it enhanced the flavour, 
making blends more malty. That is proba- 
bly just hype, but worth discussing over a 
wee deoch-an-doruis—one for the road. 








Art from recycled material 


Beyond waste 


N RECENT years, consumers in the West 
have developed an inverted sense of chic 

to go with their troubled environmental 
conscience. They have come to favour 
ripped jeans and battered, thrift-shop 
goods. The distressed look has usurped the 
slick new look—out of choice, not necessity. 
Contemporary art has reflected this pre- 
occupation with discarded materials. An 
influential exhibition called “Recycling”, 


Elliott Carter: no time for nostalgia 


ONTEMPORARY classical music is 

being led into the 21st century by a 
man who was born at the beginning of 
the 2oth. Elliott Carter, the American 
composer who celebrates his goth birth- 
day in December, is an insatiable ex- 
plorer of the new at a time when most 
younger composers seem to favour sim- 
plistic nostalgia. 

A protégé of Charles Ives and a stu- 
dent of Nadia Boulanger, Mr Carter first 
emerged from the neoclassical main- 
stream of American music to speak with 
his own distinctive voice in the 1960s 
with such pieces as “Double Concerto for 

| Piano and Harpsichord” and his “Con- 
certo for Orchestra”. Since then he has 
produced a continuous stream of works 
of dazzling intellectual and emotional 
complexity. 

Despite the technical difficulty for 
performers and the intellectual difficulty 
for audiences, Mr Carter is uncom- 
promising in his commitment to musical 
exploration. He insists that modernism 
was no momentary fad but the necessary 
outcome of the 19th-century western mu- 

| sical tradition. Audiences will eventually 
| catch up with the latest demands of that 
tradition, he believes, as they always have 
in the past. 

He maintains that the initial modern- 
ist impulse stemmed not from cerebral, 
schematic mathematics but from a desire 
for a greater intensity of expression in a 
| vocabulary that is fully capable of com- 

municating the complexities of modern 
life. “The only reason to go back would be 
a matter of fatigue,” he suggests, with a 
hint of avuncular compassion for his 
younger colleagues. 

His own steady output does not im- 
| mediately suggest that he is feeling tired. 
| Yet critics have noticed and welcomed a 

growing transparency and accessibility 
in his more recent compositions, and Mr 
Carter himself admits (with regret) that it 
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is only age that makes his style easier. 
“The other day I heard my piano concerto 
[of 1965] and I was impressed by its den- 
sity and complexity. I’m sort of sorry that I 
don’t do that anymore.” 

Much of his writing has a literary or 
extra musical component. The “Concerto 
for Orchestra”, for instance, is linked to a 
poem called “Vents” by the French writer 
Saint-John Perse. Mr Carter insists that in 
almost all cases this link is made after the 
initial musical conception, often as a sug- 
gested approach to help listeners. His 
starting point is always the inherent pos- 
sibilities of the instruments. But he is ada- 
mant that music must have a meaning, 
must have something interesting to com- 
municate, preferably on many levels. Mu- 
sic that doesn’t say anything “bothers me 
intensely”. 

In one aspect only, Mr Carter’s com- 
position is strictly traditional. He has not 
experimented with new media and 
sounds or with variant scales, and he 
finds most composition based on these 





The maestro turns his mind to opera 


MOREOVER 


which toured Britain in 1996-97, showed a 
wide range of artists experimenting with re- 
claimed and found materials. One of them, 
Andrew Holmes, crafts furniture mostly 
from the remnants of demolition sites. An- 
other, Deborah Thomas, makes chandeliers 
from the shards of smashed and ham- 
mered bottles. 

The organisers of that tour have another 
travelling show (“Reclaimed—Acclaimed”) 
about to open at The Midland Arts Centre 
in Birmingham (July 11th to September 
6th). It celebrates further technological in- 
novations, notably a new form of recycled 
glass by Andrew Hewitt, and a tabletop 


shallow. For him, traditional instruments 
and pitches still hold plenty of unexam- 
ined riches. | 

Though admired all over the world, 
Elliott Carters music is still considered 
quintessentially American. This may be 
partly because of the disarming sincerity 
ofhis manifesto: music must mean some- 
thing. But it may also have something to 
do with his method of composition. “My 
music,” he says, “is derived from the idea 
of improvisation against a regular rhyth- | 
mic background, which is a characteristic | 
of jazz. | don’t think Europeans have 
thought of it that way.” 

Although about to be 90, Mr Carter 
embarked recently on his first opera. 
Commissioned by Daniel Barenboim, it 
is due to be performed next year by the 
Berlin Statsoper. “I won't tell you what it’s 
about... It took me a while to find a sub- 
ject that I liked. Perhaps that’s why I 
haven't written an opera before. But now 
I've found one that at any rate interests 
me, I don’t know if it will interest anyone 
else.” He need not worry. “Uninteresting” 
has never been a word to spring to the lips 
of Mr Carter's audiences. 
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trivet made from a gas hob 
bracket by Jane Atfield. 
Junk art is not only for 
the avant-garde and the 
ecologically conscious. 
Some artists use waste ma- 
terials because there is 
nothing else. The works of 
Dusan Kusmic, for exam- 
ple, on view in “Art Un- 
solved: Works from the 
Musgrave Kinley Outsider 
Collection” at the Irish Mu- 
seum of Modern Art in 
Dublin (until October 14th), are sculpted 
from sodden wads of stale bread. Born in 
Yugoslavia in 1925, Mr Kusmic escaped to 
Italy in 1948 where, as a refugee, he was put 
in a harsh displaced persons camp. One 
day, shocked by a fellow inmate's suicide, 
he found himself moulding by hand a 
piece of chewed bread he was unable to 
swallow. He sculpted a miniature shoe, the 
first of many. Soon he was making “shoe 
trees”"—constructions with tiny, pert, 
painted shoes branching out at all points. 
Craftsmen who work with discarded 


The lads spoke brill 


SOCCER is the 
| world game (yes, even 
| Americans play it, and 
| Jobn not just as of this week: 
| it was 48 years ago that their national 
team first beat that of England). Yet soccer 
has done curiously little for English, the 
| nearest thing to a world language. 

True, the game, officially born in Eng- 
land, has exported bits of its mother- 
tongue into many others. The commen- 
tators prolonged, diminuendo shriek of 
G-o-0-0-0-0-0-0-l, the best-known sound 
in football, is in theory Spanish or Portu- 
guese; but those languages stole the word 
from English in the first place. 

Equally, the game, taken abroad in the 
19th century by British railway-builders, 
planters, businessmen and unemploy- 
able sons of the peerage, has littered the 
world with English-sounding club 
names. You will find teams called Arse- 
nal, Everton, Liverpool, Corinthians and 
Wanderers (not to add Newell’s Old Boys 
and The Strongest) in Latin American soc- 
cer. The big games of the Argentine season 
are those between Boca Juniors and not 
“Rio de la Plata” but River Plate. 

Yet all this, whatever it may have done 
for other lands and languages, has not en- 
riched English. There has been little re- 
verse flow. Though it is decades since Brit- 
ish teams could claim to be the world’s 
best, the only foreign words to join even 
the strictly soccer vocabulary are two Ital- 





Kusmic’s shoe tree 


Bar tae 


eh i ks TT 


materials can sometimes 
improve on the original. 
Vinod Kumar Sharma, for 
instance, sells his wares at a 
weekly street market in 
Delhi. Now in his 30s, he 
ran away from home at the 
age of 13 because he 
wanted to make toys out of 
things he found in junk 
yards. His father disap- 
proved of his high-caste 
son pursuing such an occu- 
pation, but Mr Sharma per- 
severed and a selection of his inventive 
wares is on display (until June 28th) in 
“Handmade in India—Crafts in Transi- 
tion”, at London’s Crafts Council Gallery. A 
stall of his works includes a serviceable, ele- 
gant hat made from densely plaited and 
riveted newspaper cuttings, and tele- 
phones, lamps, miniature aeroplanes and 
trains fashioned out of tin cans. 

This development is not entirely new. 
Earlier this century, a number of avant- 
garde artists saw aesthetic value in junk. 
Cubists and Surrealists accumulated un- 


ian ones, catenaccio and libero, and even 
they—don’t ask Johnson what they mean 
—are still written in italics. Perhaps the 
striker, the specialist goal-scorer, formerly 
a centre (or inside) forward, can thank for- 
eign influence for soccer's adoption of 
that old English word. But there the bor- 
rowing from abroad has stopped. 

As for the home-grown tongue, of its 
umpteen sporting metaphors hardly any 
come from soccer. Spanish and Portu- 
guese may have stolen goal from English, 
but so did soccer: in the first recorded 
sporting use of goal, in 1531, it means a 
winning-post, not two uprights to kick a 
ball between; and the word was 
in metaphorical use for centu- 
ries before grown-up school- 
boys set up England’s Football 
Association in 1863. Likewise 
armies in battle formation had 
right and left wings long before 
football teams did; and police- 
men were accepting a bung, a 
bribe, before today’s football 
managers or yesterday’s “ama- 
teur” players were having their 

ts stuffed with them. 

One may score an own 
goal—a point against one’s own 
side—on the field (Scots-speak- 
ers are fond of this) or off. But 
that is about the only metaphor 
soccer has given to the language. 
There are other claimants: one 


likely objets trouvés which they conjoined 
in rich and strange ways. Famously, by 
placing a bicycle’s handles above a saddle 
in 1943, Picasso created a vigorous image of 
a bull's head. And Joan Miro’s “Object” 
(1936) was made out of “a stuffed silk stock- 
ing with velvet garter and doll’s paper shoe, 
suspended in a hollow wood frame”. 

The junk-transfigured art of Picasso and 
Miro is marked by an element of surprise 
and madcap humour. The marvellous and 


the beautiful, such artists suggest, can be 
constructed out of the banal. Most post-war 
art using discarded objects, however, is de- 
liberately devoid of beauty and is deter- 
minedly matter-of-fact in its presentation. 
The work of artists like Christian Boltanski, 
which consists of eerily anonymous, 
massed human belongings, carry a trau- 
matic resonance of the Holocaust. The Ger- 


man artist Josef Beuys simply exhibited 


dustbin contents, without sifting or com- 
ment, in glass cases. Other artists make 
works out of putrefying trash that, in time, 
literally self-destruct. The art is as transient 


as the materials from which it is made. 





may kick an idea into touch, or bring a 
critic onside. But these are impostors: nei- 
ther started in soccer. 

No, soccer's real gifts to English are the 
purple prose and torn syntax of sports re- 
porters; the tautologies of commentators 
(they've got to score, if they want to win); 
the much-mocked clichés of players (sick 
as a parrot, over the moon and the like) or 
of their coaches (the lads done brill, when 
they won, or diabolical, when, thanks to 
some blind referee, they didn’t); the 
ephemera of football chants, such as the 
1970s ee-eye-addio, or the later ‘ere we go, 
ere we go; plus a few more durable cries 
like rubbish or the elderly shoot the ref. 
For the record, the word hooligan, unlike 
the people, is of Irish descent. 
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Cardinal Casaroli 


N 1971 Agostino Casaroli went 

to Moscow to add the Vati- 
can’s signature to the Nuclear 
Non-Proliferation Treaty. There 
was some surprise among diplo- 
mats about his mission. As far as 
was known, the Vatican had not 
previously been a party to an in- 
ternational treaty since the Con- 
gress of Vienna in 1815. Although 
every signature was welcomed, 
Vatican City, the world’s small- 
est state, with a population of 
about 1,000, was not thought to 
be much ofa nuclear threat. 

The Russians were deeply 
suspicious about the first official 
visit to the Soviet Union by a se- 
nior Vatican official, and had 
reason to be. The Soviet intelli- 
gence service had known that in 
the 1960s Archbishop Casaroli 
(as he then was) had travelled in 
civilian clothes in other commu- 
nist countries making contacts 
with Roman Catholics. In 1964 
he had persuaded Hungary to al- 
low a degree of religious free- 
| dom. Now he asked to meet rep- 
resentatives of religious groups 
in Russia. Leonid Brezhnev, the 
Soviet leader, reluctantly gave 
permission for him to meet offi- 
cials of the government-run 
Council for Religious Affairs 
who said, in effect, the country 
had total freedom of worship 
and stories to the contrary were 
entirely false. You are leaving to- 
morrow, archbishop? 

A less optimistic man than Agostino Casaroli might have 
considered his mission a failure. On the contrary: “After 50 years 
of monologue we have progressed to dialogue.” It was almost 
impossible to negotiate with the communists, he said. “We are 
proceeding on that ‘almost’.” In 1979 he was made a cardinal 
and the Vatican’s secretary of state. The job is running the Vati- 
can for the pope, although much of Cardinal Casaroli’s time was 
taken up with “extraordinary affairs”, the Vatican’s preferred 
term for “foreign” affairs (which conflicts with its view of the 
church’s universal role). A commentator called him the Henry 
Kissinger of the Vatican and it was not a bad description. While 
Mr Kissinger was conducting the cold war, Cardinal Casaroli 
was doing his best to undermine the enemy behind the lines. 








The pope’s divisions 

When Stalin was asked by a visiting nee to be more toler- 
ant of Catholics in view of the power of the pope, he is reported 
to have said, “The pope? How many divisions has he got?” It was 
a curious response from a usually calculating man. Hitler tried 
to avoid conflicts with the Catholic church. The democracies 
find no fault with the Vatican’s authoritarian government 
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Agostino Casaroli, the Vatican’s cold 
warrior, died on June 8th, aged 83 


up to the age of 80). No one 
wants to upset a world-wide 
community of more than 900m. 

In theory, anyone from these 
millions can rise to a position of | 
authority in the church. In prac- 
tice, promotion is more con- 
trolled. Although Cardinal Casa- 
roli had a modest background— 
his father was a tailor ina village 
in central Italy—he had an uncle 
who was a bishop and another 
who was the head of a seminary. 
From the age of 16, when he be- 
gan to study for the priesthood, 
he was marked out for promo- 
tion and rose steadily in the Vat- 
ican bureaucracy through the 
reigns of six popes. 

The cardinal would joke that 
promotion came “by the natural 
process of being there and grow- 
ing older”. If there is a spark of | 
truth in that remark it may be 
that he was not burdened with 
the personal uncertainties of 
other politicians. He did not 
need to service a constituency or 
be answerable to parliament or 
spend more time with his fam- | 
ily. There was infinite time to 
study and reflect, rare luxuries in 
Washington and Westminster. 

The man sent to haggle with 
the Russians was no simple 
cleric, but an accomplished dip- 
lomat, fluent in halfa dozen lan- 
guages and attuned to the reali- 
ties of the time. Later, reviewing 
the progress of the cold war, the cardinal told an audience of 
academics, “Ronald Reagan obligated the Soviet Union to in- 
crease its military spending to the limits of insupportability.” 
The real Mr Kissinger could not have put it better. 

He had opposition, and seemingly thrived on it. He faced the 
communists with patience. Even Andrei Gromyko, the toughest 
of Soviet foreign ministers, grew to respect him. A more difficult 
problem was restraining Pope John Paul II, a Pole who loathed 
the Russians. The pope’s fierce anti-communism was sometimes | 
at odds with the cardinal’s more measured approach. He was 
often exhausted by John Paul's frequent whirlwind travels. And 
there was the cranky side to Catholic fervour. A group calling 
itself the Society for the Consecration of Russia denounced the 
cardinal for “doing exactly what the devil wants” by appeasing 
the communists. | 

The supreme, or most devilish, moment of Cardinal 
Casaroli’s career came in 1988. Again he was in Moscow, this 
time seeking a meeting with Mikhail Gorbachev. The cardinal | 
was kept waiting in his hotel for four days. Then a limousine 
arrived to take him to the Kremlin. Would the Russian leader | 
come to the Vatican for an audience with the Holy Father? Next 
year Mr Gorbachev made the journey. The year after that Cardi- 
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headed by a man chosen by a tiny and elite suffrage (cardinals _ nal Casaroli retired. His timing was always good. | 
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Advanced Valuation Topics 
- Valuing Commercial Banks (Nov. 4-5) 
- Real Options (Nov. 6-7) 
j Negotiation Analysis (Nov. 9-10) 
New Course: 
Ethics and Shareholder Value 
in Banking and Finance (Nov. 12-13) 


To view our detailed brochure, please visit our Web site or contact 
Ms. Katelijn Arnold, Course Manager. 





AIF - Herengracht 205, 1016 BE Amsterdam, The Netherlands 


telephone: +31-20-5200165 - fax: +31-20-5200161 
e-mail: info@aif.nl - internet: www.aif.nl 
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Connect. 


www.aiesec.org/alumni 





AIESEC is the world’s largest student exchange organisation. With 50,000 members in over 85 countries, 
we can count world leaders and captains of industry, business and academia amongst our alumni. 
If you're a former AIESECer, please register with us at http://www.aiesec.org/alumni to 
reconnect and find out more about our latest alumni opportunities! 


AIESEC thanks Price Waterhouse for sponsoring the Anniversary Alumni programme. 


PIOA VAEZ 


MBA in 
Intemational Business 





Postgraduate qualifications available full & part time 
@ MBA 

@ diploma 

@ certificate 

@ MPhil/PhD 

@ executive MBA 


The International MBA experience 


multi-cultural student group 

world renowned teaching faculty 
Overseas study options 
international professional placement 


If you think you have the ability, the experience and 
the courage to contribute to the global business 
challenge in the next millennium, contact: 


[sug JO AjISIDAIUD 


Pam Black 

University of Brisgol, 

Graduate School ®f International Business, 

10 Woodland Road, Bristol, BS8 1UQ, England. 


Tel: 00 44 (0) 117 9737683 
Fax: 00 44 (0) 117 9737687 
email; gsintbus@bristol.ac.uk 
http://www. bris.ac.uk/Depts/MBA/ 
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Masters in Accounting, 
Finance and Economics 


MA Accounting and Finance 
MA Economics and Finance 


For further information contact: The Postgraduate Secretary, 

Leeds University Business School, Leeds LS2 9JT England 

Tel: +44 (0) 113 233 2613, 

Fax: +44 (0) 113 233 2640, LEEDS UNIVERSITY 
Email: fee@lubs.leeds.ac.uk BUSINESS SCHOOL 


Master of International 
Economics and Finance 


An innovative program from one of Australia’s lead 
universities which emphasises the implications and 
opportunities arising from international economic and 
financial integration. 


Admission possible for graduates in any field; degree. 
can be completed in three semesters of full-time study. 


Subjects include: 

international monetary economics 
international trade and investment 
economics of financial markets 
international business 

finance 

international industry economics 
international financial management 
international trade law 

portfolio management 


Other attractive postgraduate coursework programs 
plus research-based PhD are also offered. 


FOR MORE INFORMATION: 

Head, Department of Economics, The University of 
Queensland, Brisbane Qld 4072 Australia 
Telephone +61-7-3365-6242/6570 

Facsimile +61 -7-3365-7299 

Email economic@commerce.ug.edu.au 

Internet http://www.ugq.edu.au/economics/ 
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MBA in Brussels 


SOLVAY BUSINESS SCHOOL 


Université Libre de Bruxelles 


è 1 year intensive MBA in English 
o International faculty & student body 
ə Specialisation in European Management 


E-mail:mba@ulb.ac.be | 
Dpi abe helsotvay/aia/iites Mal 














UNIVERSITY DEGREE 
For Life, Academic & Work Experience 


Degrees for people who want to be more effective 
and secure in their jobs or professions. 


Earn your BACHELOR'S, MASTER'S or DOCTORATE degree by 
utilizing your Wo gaa experience: College alloge équivalent credits are 
given for your: tery, company indust 
position witha | Sourses, seminars and business experience” 
legal degree We accept college credits no mater when taken. 


and Our graduates are recognized for their achie vernents in business and 
transcripts industry. We will assist you in completing your degree requirements 
at your own pace through home study. 


"As you know Senditax detailed resume fora NO COST evaluation. 


experience is Pacific Western University 


reat ae ese ; 1210 Auahi Street, Dept 137, Honolulu, Hi 96814-4922 
se 4-(808) 587-1909 


degrees open L: (800) 423-3244 te 137 UK: 0800-960-413 
doors. Fax. 310) 471-6456 E-Mail: admissions@pwu.com 
hitp:/Awww.pwu-hi.edu 


MONTICELLO 


School of Law e Locke School of Management e Franklin 
School of Social Sciences « Churchill School of History & Government 
Dag Hammarskjold School of Diplomacy & International Relations 
Kennedy Schoo! of Criminal Justice « Tocqueville School of 
Educational Policy & Leadership # King’s College & Seminary 


Bachelors + Masters e Doctoral + Juris Doctor 
Prestigious Distance Learning Programs  Credentialization of Experiential 
Learning Achievements. Accredited and Approved. 
Monticello Education Foundation è (913) 661-9977 
(913) 661-9414 Fax e emalic@msn.com + www.monticello.edu 


UNIVERSI 


ENGLISH FRENCH SPANISH 


in JAPAN, in BELGIUM in FRANCE, in BELGIUM in SPAIN 


GERMAN DUTCH JAPANESE 


in BELGIUM 


COURSE S FOR 66 HOURS PER WEEK 
MOTIVATED PEOPLE IN THE TARGET LANGUAGE ‘ CERAN LINGUA 


» ADULTS from 19 years 
«RETIRED PEOPLE OF 55 AND ABOVE 
{Special conditions available) 
+ JUNIORS from 11 to 18 years 
- FRENCH in BELGIUM 


Study: i : 
up to 45 private and/or group lessons Tel: + 32- 87-79 1 22 
and pedagogical activities Fax : + 32- 87-79 11 88 


Avenue du Chateau, 280 
B-4900 SPA (BELGIUM) 


Since 1978 


in USA : Languagency Internet : 


- ENGLISH in ENGLAND, Putting into practice with our teachers: |) Tel: 1 (413}5840334 BeP/ewweceran-com 
in BELGIUM |_at breaks, meals and evening socio-cultural activities } | Fax : 1 (15) 584-3046 


OF’ 
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BACHELORS +» MASTERS =» 
America’s Se * 
* No classroom attendance » Distance learnin 
Preferred + Distinguished faculty - Accelerated degree pron áma 
Distance = Credit for work experience « Students from 96 
Learning countries and 30 states in the USA 
ity Washin 


ington International University 
Ox 1138, Bryn Mawr, PA 19010-USA 
Fax. 610-527-1008 - E-mail: washuniv@op.net. 


PH.D. 


UNIVERSITY OF SALFORD 


’ MA in Politics and Contemporary History 

roe | year full-time, 2 years part-time: also Diploma 

Modules offered include: The Transformation of Postwar Europe; Ethnicity and 
Nationalism in Eastern Europe; New Labour: The Crisis and Transformation of the British Left 


MA in Contemporary Eurepean Studies 
| year full-time, 2 years part-time; also Diploma 
Modules offered include: European Democratization, Past and Present; the Political Economy of 
Europe. There is also a wide range of foreign-language options. 


Phone: 0161-295-5786; fax: 0161-295-5077; e-mail: E.J.Smith@pch.salferd.ac.ak 


| English in I England ie 


at Riversdown House 


/\,* 25 years of English language and cultural training 
* 25,000 satisfied customers from 70 countries 
eae Will you be one of the happy 1,000 for 1998? 


D LEWIS Riversdown House, Warnford, Hampshire $032 3LH 
t ICHARI CATIONS TEL HE 1362 mn FAX +h: 1962 771355 | 


-| FRENCH IN PARIS 
| ¢ Full immersion 
e For company personnel 
* Tailored, one-to-one courses 
* Centre located next to Opéra 


TEL +33 1 48 01 61.46 rax +33 1 42 46 37 15 


INTERNET ric. paris@wanadoo.fr 


X LASALLE 
& UNIVERSITY 
Unlock Tomorrow's Potential Today 
Distance Education Programs * No Residency Required 
Bachelors « Masters * Doctorate 
Arts & Sciences * Business ° Education 


Engineering & Computer Science 















/fwwes.crossculture.com i 
info@crossculture.com | 













































Credit for Work & Life Experience 
1-504-626-8904 Fax -004-624-2962 


http://www.distance.edu 
620 Lotus Drive North + Dept. 136 * Mandeville, LA 70471 
LASALLE EDUCATION CORPORATION 


APPOINTMENTS 


ela 


NOEP Ai investigation agence 


Education 
» Switzerland 


[An Economics graduate | 
| required to undertake research | 
on UK companies. Minimum 3] 
¿month voluntary placement | 
with travel and lunch] 


. Swiss & US Diplomas 
*BS & MBA Degree 
offered in the USA 


| + Paid Swiss & US internships 


expenses paid. | 
| To apply send full CV to the | 
Campaigns Director, 69 Old | 
| Street, London EC1V 9HX. 

| Closing date Friday 10th July 
| 1998. Interviews to be held on] 
| Wednesday 5th August. 


| The Oilea Admissions Tek M121 983-7404 
Hote Institute Montreux Fax +1121 638016 
16 Avenuedes Alpes Emalhim@hinch 
BC Montrax Switetand bitpavww.him.ch 
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Part time, Full time, 
Open Access, Distance learning 


MBA 
MSc pawe aeee 
LLM neea 


Please contact us for Open Days 
SEMS, UNIVERSITY OF SURREY 
Guildford, Surrey GU2 SXH 
Tel; 01483 259347 Fax: 61483 259811 
E-Mail: sems@surrey.ac.ak 


Complete Your Degree Now! 
BS, MA, MBA, Ph.D. _ 


Send resume for no-cost evaluation or fax 
























THE LONDON CENTRE | 
OF INTERNATIONAL 
RELATIONS | 


Now OFFERS THE FOLLOWING 
MA in International Relations 
MA in International Relations 
and European Studies 
*NEW FOR OCTOBER; ; 
*MA in International Conflict =" 












Learn how easy it is to become a Certified 
Professional Consultant (CPC} in your 
own field. Write for free catalogue. 

The Consultants Institute 


Dept EH, 30466 Prince William Street, Princess Anne, ë 











































MD 2853 USA Fax: (4106514885 Analysis 
Full-time and Part-time (ovenie 
DEGREES BY MAIL study ae 
WITH 5 YEAR REFUND GUARANTEE * October and February Admission 
A Dip TEFL, MBA or PhD by distance teamingiille experience! * MPhil and PhD degrees: 


honorary award from $400. impossible? Leam about 1.600+ 
nand -traditional universities worddwide (inciuding many widely 







For further details please contact: 
The London Centre of International 
Relations 
(University of Kent) 
H Kingsway 
London WC2B 6YE 
Telephone: +44 (0)171 565-6836 
Fax: 0171 565-6827 
E-Mail: LCIR@ukc.ac,uk 























CREDIT FOR WORK EXPERIENCE. | 
NO CLASSROOM ATTENDANCE. 
SEND/FAX YOUR RESUME FOR 
A FREE.EVALUATION, 

500 Ala Moana Blvd, 7-400 

. Honolutu, HI 96813 i 

Tel: (808) 599-5537 Pax: (808) 599-2869 | 

E-mail; registrar@unaw.edu | 
Web: http://www anw:edu 

Uxiversiry or Norrser W 


AT CANTERBURY S888 














Excellence in Higher Education at 
Britain’s European University 
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The train of success is departing _ 
but where’s your ticket? 


At Resume Broadcast International your ticket is but a phone call’ f- 
away. Let our expert staff custom tailor your international job-search. 
lf you are a 40+ year old senior executive earning $100K+ annuall 
our services can prove invaluable to you. We are available 24 hours 
a day, 7 days a week, so why wait another minute? Contact us at) | 
Tet: (909) 866-4213, Fax: (909) 866-4244 or E-mail: 
102224 3306@compuserve.com. 










Resume Broadcast international 

PO BOX 2892, Big Bear Lake, California CAQ2315, USA. 
Tel: +4 (909) 866 4213, Fax: +1 1909) 866 4244 
Email:102224.3306@compuserve.com ~ 









SERE E Investment Club Seeks Editor 


Exclusive private investment club urgently requires a talented 
freelancer to edit its highly successful monthly newsletter. 


As our ideal candidate, you should have strong connections 
with the financigl and business world and be able to address 
a well educatedWnd knowledgeable membership on matters 
of personal investment, privacy, wealth preservation and 
generation. 


















This is an exciting and challenging position offering the right | 
candidate a unique opportunity to make a mark. 


Please write to: 
Box No: 4082 25 St James's Street, London SWIA 1HG. 





















Deutsches inetitut für, 
Wirtschaftsforschung 
Königin-Luise-Str. 5, 14191 Berlin 

The German institute for Ecanomiec Research is searching for 


a Long-term Expert 


Moscow. Short trips to Berlin to coordinate work will also be required. 
The scope of the work will encompass: 







western and Russian experts; 











governing bodies of TACIS and participating institutions; and 
+ independent publication work and press relations, 


possible. 





ROLES SN 









LESS pL SSA SSO er RS ENTE SSO E SE EMSRS 


for the TACIS project “Russian federation: Regional policy addressing economic and legal asymmetries” 


‘The project started in November 1997 and will run for three years. The Long-term Expert's contract will 
be limited to this period. ft will be necessary to work approximately 20 months in the project office in 


a leadership of the Working Group “Fiscal. Federalism and Economic Relations” which consists of both 


+ development of analyses, memoranda, policy advice papers, reports to the EU Commission, etc.; 
| * coordination of project work with Russian government and research organisations as well as with the 


4 Along with broad scientific qualifications in the relevant fields, requirements for this position include 
sound knowledge of Russia, a professional work background there and in the EU, and experience in the 

related administrative responsibilities. The languages of the TACIS program are English and Russian: very 
good communication abilities in both languages - and English writing skills - are required. A command of 
Winword and Excel is necessary. Applicants for this position should be available to begin as soon as 


“The DIW is especially interested in applications of women. Please send your applications including the 
usual documents to the DIW personnel department within the next two weeks. 


Ul) NOVARTIS 


REAPER ISERIES 













system which otherwise is difficult at that stage of their economic career. 


eMail ces.office@ces. vwl.uni-muenchen.de. 


In a dynamically growing Life Sciences company — 
communication towards the inside and outside- 


world is paramount. 
Novartis Communication is looking for an 


International Corporate Editor 


to help develop its Web-based editorial services for 
internal and external communications. As part of a 
highly professional team in Novartis Communica- 
tion, the International Corporate Editor will play a 
key role in disseminating news and feature stories. 
He or she will have a leading role in writing, editing 
and publishing information — for print and/or IT- 
based internal, global media. 


English language mother-tongue, good German a 
requirement, other languages a plus. Team player 
with sense of mission. Solid journalistic back- 
ground, international experience, taskforce-oriented 
project experience. 


Novartis International AG 
Personne! Department 
Irene Locatelli Gasser 
K-24.5.11 / P.O. Box 
CH-4002 Basel 


Post-Doctoral Fellows 
The Center for Economic Studies (CES) at the University of. Munich, Germany, 
has several openings for post-doctoral. fellows. (non-tenure’ track). Fellows 
generally teach one course per semester, participate in the activities of CES and 


have some administrative responsibilities, They are expected to engage in research 
and publication and are given the opportunity to enter the German. university 


We seek qualified fellows who have completed their PhD in economics. within the 
last three years with a particular interest in public finance and theory based policy 
issues. They should have some knowledge of the German language. Positions are 
initially for three years, with the possibility of renewal, Salary is competitive. 


Interested candidates should send their CV and two letters of recommendation by 
18 August 1998 to Hans-Werner Sinn, Center for Economic Studies, Schackst. 4, 
D-80539 Munich (Germany), Phone: +49 (89) 2180-2748, Fax: +49 (89) 39 73 03, 
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SCHOOL OF MANAGEMENT 

Chairs in Business 
The University of Bath School of Management is one of the 
University’s four academic areas, holding top Funding Council 
ratings for both teaching and research. Following retirement and 


as-part of our continued expansion and development we wish to 
make appointments to Chairs in the following areas: 









Finance, Information Systems, Marketing and Strategy 


The University of Bath is a researched institution with close links 
{ij 0 with industry and commerce. Its rating in the 1996 RAE placed it 

+ just behind Oxford, Cambridge and parts of London University. 
The beautiful and convenient location of the World Heritage City 
of Bath offers superb facilities and quality of life. 












Internet address for full information about the School - 
http://www.bath.ac.uk/Departments/Management/ 


Informal enquiries can be made to the Director of the School, 
Professor B T Bayliss (tel. 01225 826111; 
€-mail B.T.Báyliss@bath.ac.uk). 


Further particulars are available from Peter J Hill, Director of 
Personnel, University of Bath, Claverton Down, Bath BA2 7AY 
(tel. 01225 826026; fax. 01225 826559; p.j:hill@bath.ac.uk). 










Closing date for applications: 31 July 1998. 
Working towards Equal Opportunities 


MANAGER, HUMAN RESOURCES 


4 The Center for International Forestry Research (CIFOR) is an international 
organisation supported by the Consultative Group for International Agricultural 
Research. Our mission is to contribute scientific knowledge for improved tropical 

| forest conservation and management in developing countries. We recognise a 
fundamental link between human economic well-being and the health of the forest. 
CIFOR is funded by.29 government and development assistance agencies. It 
employs 110 staff, including 37 internationally recruited staff from 22 countries, 
Research is undertaken in collaboration with a global network of scientists. 








The Manager, Human Resources will contribute to our organisational effectiveness 
| by providing strategic advice and professional services to management, staff and 
the Board of Trustees that will maximise the potential of our diverse staff, Specific 
4 tesponsibilities include the design and implementation of policies and procedures 
regarding recruitment at the national and international levels, performance 

f evaluation and professional development, position classification, pay and benefits, 
and human resources planning. 










Candidates shall have an appropriate university education, a minimum of 3 years 
of supervisory experience in a human resources environment, excellent analytical 
skills, fluency in English and previous experience living in-a developing country. 
| Knowledge of Bahasa Indonesia or another language used in our mandate 
countries would be an asset. Preference will be given to candidates who have 

| significant experience in a similar organisation. The position will be based at 
CIFOR's head office in Bogor, Indonesia. 


CIFOR offers an internationally competitive salary and benefits package, anda 
stimulating work environment. CIFOR believes that diversity contributes to 
excellence. We encourage women and developing country nationals to apply. 
Selection procedures will begin on 24 August 1998. Expressions of interest with 
the names of three referees and a curriculum vitae should be sent to: 


Human Resources Manager, 

P.O. Box 6596 JKPWB, 

Jakarta 10065, indonesia. 

Fax: +62 (251) 622 100 

E-mail: m.paiement@cgnet.com 

Reference ECO270698 
For further details about the post and about CIFOR, visit 
our WEB site http./Avww.cgiar.org/cifor/ 
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Climate Change 


FRAMEWORK CONVENTION ON CLI 
CHANGE - Secretariat : 
CONVENTION - CADRE SUR LES CH. 
CLIMATIQUES - Secrétariat : 
















United Nations Framework (C 
on Climate Change 
(UNFCCC) 

Bonn, Germany 








Climate change is recognised as a major threat to globa 
society. The United Nations Framework Convention on 
Climate Change (UNFCCC) is the focus of the politica 
process to address this problem. Its secretariat provides 
substantive and organisational support to the Parties óf the 
Convention. The Conference and Information Support 
Programme (CIS) of the secretariat is looking for a 
Manager of its Information Support sub-programme. 









The sub-programme includes the information technology 
team, the library, as well as a team dealing with information 
products and with media and public outreach. The 
incumbent will manage the staff of the sub-programme; 
develop and implement an information outreach strategy; 
coordinate internal and external information flows, products 
and services, undertake fund raising; and collaborate with 
key partner organizations. More details on this vacancy, 
and on the UNFCCC can be found at the Website 
http://www.unfecc.de. vis 









Candidates would have an advanced university degree in 
Information Management, Environment or related 
disciplines, with over ten years of relevant experienc 
including at least two years in an international environment. 
Fluency in English is required, working knowledge o 
French and of other official UN languages and German are 
desirable. me 








The post is based in Bonn, Germany and carries a 
remuneration at the P-5 level of the UN salary scale with 
post adjustment and other allowances. Initial recruitment 
will be for one year with possibility of renewal. Expected 
date for entry on duty is September 1998. Women | 
candidates from developing countries are particularly | 
encouraged to apply. 







Applications wid curriculum vitae, names of referees anda | 
publications list, mentioning the Vacancy Announcement | 

No. 98/035 should be sent by 15 July 1998 to the Chief of | 
Administration, Climate Change. Secretariat. (UNFCCC), | 
P.O. Box: 260124, D-53153; Bonn, Germany. Applications. 
by facsimile to (49-228) 815-1999 or “e-mail to 
secretariat@unfecc.de are welcome. Ee 













SEF University of 
Canterbury 


NEW ZEALAND 






























Associate Professor/ 
Senior Lecturer/ 
Lecturer in Marketing 


Applications are invited for two continuing positions in the 
Department of Management in the subject area of Marketing. 
One appointment will be made at the level of Associate 
Professor, the other at either Senior Lecturer or Lecturer level. 
These are two of six marketing positions in the Department 
which, by international standards, come with excellent 
research support and study leave conditions, as well as 
desirable teaching loads. The University is located in 
Christchurch, the largest city in New Zealand’s South Island, 
which has a temperate climate and offers easy access to 
marine and alpine activities. 

At the Associate Professor level, preference will be given to 
candidates who can lead in building the group's 
collaborative research capabilities, Therefore, those with a 
history of publications in top journals, graduate supervision 
and collaborative research are particularly encouraged to 
apply. At the Senior Lecturer level, candidates are expected 
to contribute towards the research capabilities of the 
Department and should have some publications in leading 
journals. At the Lecturer level, applications are invited from 
strong candidates who have completed, or are close to 
completing, a PhD degree and who can demonstrate good 
research and teaching potential. 

At all levels, good teaching skills are expected. The 
appointees will teach at the undergraduate level, and at the 
graduate level in their area of expertise, including graduate 
research supervision. The teaching load is approximately 100 
contact hours per year, and this is concentrated during 
roughly one half of the year, leaving the other half available 
for uninterrupted research, 

The salary for Associate Professors is in a range from 
NZ$77,500 to NZ$83,500, for Senior Lecturers is on a scale 
from NZ$59,500 to NZ$67,500 (bar) and from NZ$70,500 
to NZ$74,500, and for Lecturers is on a scale from 
NZ$46,500 to NZ$56,500 per annum. 

Academic enquiries can be made to Dr. Mary Ellen Gordon 
(fax: [64 3] 364 2020; Email: MEG@mang.canterbury.ac.nz). 
For details on staff, their research interests, and courses 
consult the Department's web page at 
<http/Awww.mang.canterbury.ac.nz>. Full details may be 
obtained from: The Association of Commonwealth 
Universities (46709), 36 Gordon Square, London WC1H OPF 
(tel, 0171 387 8572 ext. 206; fax: 0171 383 0368; Email: 
appts@acu.ac.uk). Applications, quoting Position No. MG4, 
close on 15 July 1998 and must be eral: 












The Registrar, Attention: Human Resources Section, 
University of Canterbury, Private Bag 4800, 
Christchurch, New Zealand. 


The University has a policy of equality of 
` opportunity in employment: 
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University of Vienna 
Rector 


Under the University Organisation Act of 1993 applications 
are invited for the post of Rector of the. University of Vienna, 
Austria. The successful candidate will be willing to administer 
one of Europe’s most distinguished. universities (founded in f 
1365) with its manifold educational and research tasks on the |} 
basis of the University Organisation Act of 1993 and in accor- 
dance with the principles established. by the. University Senate. 
Applicants should have special expertise in. the organisational 
and financial management of a university. The candidate must 
either be an Austrian national or a European Economic Area jj 
(EEA) citizen. The appointment will be for a period of four | 
years. 







































Applications should be addressed to Ao. Univ.-Prof. Dr. Joerg | 
Hoyer (Chairman of the Senate. of the University of Vienna), I 
c/o Rechts- und Organisationsabteilung, Dr. Karl Lueger- | 
Ring 1, A-1010 Wien, Austria. 


Closing date for receipt of completed applications: 









_ 


30 September 1998 (date of mailing). Further particulars 
and details of the application procedure are available in the 
University’s information brochure UOG 1993 | 
Mitteilungsblatt der Universität Wien of 20:May 1998.0n our |] 
website www.univie.ac.at 


(or. www.univie.ac.at:9090 /basisdbdocs/mtbl/mb/wel.htm) -ji 


















































BUSINESS, 
strategies itd 


Team Leader - Local & Regional Economic Analysis 
Economist/Senior Economist - Economic Forecasting 





Business Strategies is one of the UK’s leading economic consultancies. As 
part of our growth we are seeking to fill two posts for people who believe in 
team work and who enjoy a challenging but friendly environment. i 


The first senior post is for a Managing Economist to lead and build a team 
responsible for local and regional analysis in London, the South East and 
Western England, and for both the public and private sectors, including the 
TEC market but also for the new Regional Development Agencies. 
Applicants should have a good intellectual grasp of economics or a related | 
discipline including some quantitative skills: at least five years, work. | 
experience in a commercial or research environment; and a track record. in 
generating ideas, developing client relationships, managing complex projects 
and communicating in writing and in presentations. ; 


The second post is for an economic forecaster to. maintain and run on a day 
to day basis our macroeconomic, regional and other. forecasting models and 
to participate more widely within a team responsible for our mainstream 
economic analysis. Applicants are likely to have a postgraduate degree in 
economics and about three years experience with a strong. quantitative. and 
modelling clement, preferably gained in a leading forecasting organisation. 
Motivation and the ability to work under pressure are-essential. 


To apply, please write to our Company Administrator, Rachel Robertson, 
enclosing a CV. The closing date for applications is Friday 10 July 1998. 


Business Strategies Lid 
192 Vauxhall Bridge Road 
London. 
SWI IDX 
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á CHRISTIAN CHILDREN’S FUND 
aa ‘ 
President/CEO 


Christian Children's Fund is seeking qualified candidates for the 
|] position of President. 


Christian Children’s Fund is a leading child sponsorship non- 
profit organization whose mission is to improve the lives of 
children through sustainable development programs in over 30 
countries. Founded in 1938, the organization has a reputation 
for excellent service to children and accountability to donors. 


The President is the chief executive officer, reports to the Board 
of Directors and is responsible for managing all facets of this 
| $117 million not-for-profit organization including 
programming, finances, fund raising, human resources and 
donor services. The organization is based in Richmond, Virginia. 


Qualifications: 

Candidates should have at least 10 years senior management 
experience, working knowledge of an international 
organization, demonstrated leadership skills, and a 
commitment to child sponsorship. Candidates must have the 
ability to manage- a complex business during a time of continual 
change and intense competition. An advanced degree is 
preferred. 


To Apply: 

Please send a cover letter and resume to the attention of Betty 
‘Forbes, Chairman, Christian Children’s Fund, PO Box 26509, 
Richmond, Virginia 23261-6509 preferably by July 30, 1998. 
NO phone calls please. 


UNIVERSITY OF 


©) BATH 


SCHOOL OF JF MANAGEMENT 


Be part of a top Business : : 
School in a top University 


The University of Bath School of Management holds top Fundi 
Council ratings for both teaching and research. As part of our: 
continued expansion and development in teaching and research 
we wish to make appointments at any level in the following areas: 


Accounting, Finance, Information Systems, 
Marketing, Operations Management and Strategy — 


The University of Bath is a researched institution with close links: 
with industry and commerce. Its rating in the 1996. RAE placed it 
just behind Oxford, Cambridge and parts of London Universi 
The beautiful and convenient location of the World Heritage 

of Bath offers superb facilities and quality of life. 


Internet address for full information about the School. 
http://www. bath.ac.uk/Departments/Management/ : 


Application form and further particulars are available from | 
Peter J Hill, Director of Personnel, University of Bath, Claverton: = 


Down, Bath BA2 7AY (tel. 01225 826026; fax. 01225 826559; | 


p.j.hill@bath.ac.uk), or ‘phone the 24 hour answerphone service 


on 01225 826924 quoting reference 98/174. 
Closing date for applications: 31 july 1998. 
Working towards Equal Opportunities 





themselves to a more secure and positive future. 


| Regional Director 


| Latin America & Caribbean 
Guatemala based 


ActionAid is currently working in Guatemala, Haiti and the 
Dominican Republic and will be establishing ActionAid in Brazil this 
year. We are looking for a visionary leader to join our international 
Directors’ team and shape the strategic direction of our work and 

“ead the regional team. Together with our Country Directors you 
will ensure that our activities have a sustainable impact-an the lives 
of the poor. 


An experienced influencer within an international and multicultural 
context you will be sensitive, astute and be able to contribute to 
ActionAid’s ability in influencing policy decisions within Latin 
America and globally. 


. With 5 years’ senior management experience in the development 
sector, your proven strategic analytical skills will be coupied with a 

“thorough understanding of the social, political and economic 
context of the region. Your experience in leading and managing 
change will be vital in ensuring that we learn from and develop 
good practice. Fluency in Spanish and English is essential. 


Salary from £31,770 with full international terms and conditions if 
appointment involves expatriation. 


ActionAid woke with some of the world’s poorest communities in Africa, Asia and Latin America, helping them to help 


Country Director 


Kenya 
Nairobi based 


A visionary, inspirational leader you- will. direct. and manage. i 
ActionAid Kenya as we celebrate 25 successful years this year: An: A 
exceptional communicator, with a proven: track -record in 
managing organisational change and people’ you wili lead the: 
implementation of our new country strategy. : 


A postgraduate with a minimum of 5 years’ senior management 
experience in the development sector, you: wil: need outstanding ae 
negotiation skills and the ability to. lead. professional and highly 
committed teams. An intimate understanding of poverty and its causes,’ 
coupled with strong analytical and organisational skills, is essential. 


A successful relationship builder you will be able to forge strategic : 
alliances with other development actors and funding bodies. and ~ 
influence Government at all levels. A knowledge of the political, 
economic and social context of Kenya/East Africa and a familiarity 

of Kiswahili will be particularly useful as you will also nurture our 
fledgling programme in p eas 


Salary from £26,539 with" full international terms. and conditions if 
appointment involves expatriation. READVERTISEMENT. 


We particularly encourage applications from all nationals in the development sector, especially women. 


-< Written applications, with a CV, should be forwarded to 


Ms Akila Kassam, ActionAid, 


“Macdonald Road, London N19 5PG, UK. Applications may also be faxed to (London) +44171 —— 


_ 263 7613 or e-mailed to ROSW@actionaid.org.uk. Closing date: 20 


duly 1998. For further a4 


information about ActionAid please visit our r wob sito: www.oneworld. org/actionaid. : 
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1# the establishment of effective and equitable personnel policies, including the formulation of | 


Senior Advisor 


The International Renaissance Foundation (IRF) is seeking a Senior Advisor to assist in l 
the restructuring of the Foundation’s operations. The Senior Advisor will provide full- | 


ime consulting to the Executive Director and Board in the following areas: 


job descriptions, evaluation mechanisms, and professional development policies: 

* the implementation of streamlined reporting and information-sharing procedures between 
branch offices and the bead office 
the development of effective and transparent grant application procedures: 


| ® the establishment of an effective external and internal communications policy 


| The successful candidate will be an experienced manager, either with sub: 
| and demonstrated skills in the areas outlined above. Minimum qualifications include an | 


| senior managerial position. Experience in Ukraine or neighbouring countries and in the NGO | 


advanced degree in management or a related field and at least three years experience in 


i sector is highly desirable, as is fluency in Ukraiman or Russian, and in English 


i The Senior Advisor will report to the Executive Director, with a rank comparable to a | 
| Deputy Director for Administration or a Chief Operating Officer. The term of the | 
contract is one year, with the possibility of renewal. IRF offers a competitive 


compensation package. 


The IRF promotes the development of open society in Ukraine through a variety of | 
grant making and operating programs that focus on educational reform, human rights, | 
“the independent media, and economic reform. Established in 1990 by financier George | 
Soros the IRF is today the largest philanthropic organization in Ukraine, with an annual | 
budget of US$ 16 million. The IRF is headquartered in Kyiv and operates branch offices | 


ial experience | 


Deloitte’, 
Touche 
A 


TOURISM SPECIALISTS 


Deloitte & Touche wishes to expand its database of tourism 
specialists available for short and long term assignments in 
emerging markets. We are currently: seeking expertise in: 


Community Based Tourism, Cultural Heritage, Practical 
Human Resource Development. Training of Trainers, 
Marketing Information and Statistics, Product 
Development, Environmental Conservation and Park 
Management, Computer Reservations and Information 
Systems, Classification and Inspection of Accommodation, 
Legal Advice in the Tourism Sector 


Fluency in English and previous experience in emerging 
markets are both essential, with an ability in other 
languages an advantage. 


Please send a detailed CV and an indication of the area you 
are interested in to: 


six provincial cities. 


Candidates should send a cover letter and resume by 15 July, 1998 to: 


Hryhoryl Nemyria, Chair, 
International Renaissance Foundation, 
46 Artema St, Kyiv 254053, Ukraine. 
Fax: (380-44) 216-7629 Tel: (380-44) 216-2596 


Fiji 
Director 


Pacific Regional Rights Resource 
Team (RRRT) Project 


This is a DFID project which provides human 
rights education, training and technical assistance 
to a wide range of partner organisations and 
partner groups in 12 Pacific countries, RRRT has a 
reputation for innovation and successful 
approaches to human rights education both in 
the Pacific and in international fora and has been 
presented with the UNICEF 1998 Maurice Pate 
Award for its work with women and youth. 


Closing date for receipt of completed applications 
is 28 July 1998. 


For further details and application form, please 
write to Appointments Officer, Ref No 

AH304/1 A/FIJUMMCI/TE, Abercrombie House, 
Eaglesham Road, East Kilbride, Glasgow G75 SEA, 
stating Ref No AH304/1 A/FIJUMMC clearly on 
your envelope, or telephone 01355 843109. 


DFID is committed to a policy of equal 
opportunities and applications for this pos’ are 
sought from beth men and women. 


Department for 
International 
Development 


Jenny Knight, 
Deloitte & Touche Hospitality and Leisure Consulting, 
Verulam Point, Station Way, 
St Albans, Herts ALI 5HE, England. 
Fax: +44 1727 831111 
E-mail: Jenny. Knight@deloitte.cowuk 


As Director of the Project, you will take overall management responsibility: for 
RRRT, its budget, the team and the strategy it adopts. This will involve frequent 
travel leading RRRT through a transitional phase of work and taking it into a = 
second phase which will consolidate on its activities and achievements, and f | 
deepen and broaden its work with, and for, the poorer and more disadvantaged in 
the region. 


Qualifications 


The position demands a relevant first degree and a higher postgraduate degree in 
a relevant social science discipline such as social anthropology, sociology or social 
policy (or law). This should be supported with at least three years’ recent, 
appropriate experience of postgraduate professional work, preferably within 
developing countries and should involve a significant amount of project 
implementation background. A professional background which includes 
experience in social development, non-formal education and training, human 
rights and law, gender, participatory approaches, poverty reduction and strategic 
planning is essential. Strang communications, facilitation and analytical skills allied 
with the ability to work in and lead various teams are pre-requisite as are strong 
management skills. Experience of, or at least, a good working knowledge of the 
Pacific is desirable. Applicants should either be nationals of Member States of the 
European Economic Area (EEA), or Commonwealth citizens who have an 
established right of abode and the right to work in the United Kingdom. 


Terms of Appointment 


You will be on contract to the British Government for 3 years. Salary will be 
c.£€35,000 p.a. negotiable and commensurate with qualifications (UK taxable). 
Additional benefits will normally include variable tax-free allowances, children’s 
education allowances, free accommodation and passages. 
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IXECUTIVES, JOB HUNTING IN ASIA? 
: Contemplating a career search into, within or out of Asia? We can help 
you find a. more rewarding position now! Take your first step towards a 
: brand new future by contacting us for free info. 


ofi Career Tel. (662) 2674685 Fax. 2674688 
ed f. $ Path Email: cpasia@bkk.loxinfo.co.th 
l Asia 










ECONOMIC ANALYSTS 


MBR is one of the leading consultancies providing market/economic 
advice to the metals/mining and related sectors. MBR has enjoyed rapid. 
growth and needs to recruit a number of analysts. The positions offer'a ~ 
highly competitive renumeration package, and offer the opportunity to: 









35/F Room A, 1249/212 Charoen Krung Rd., 


Bar k 10500 Thailand. : a A 
inal @ Undertake consultancy/research work for clients within both the 


industrial and finance sectors 
















@ Develop specialist knowledge of sectors within the metais/mining 
sector 















COUNTRY DIRECTOR, ARMENIA 


Open Society Institute seeks Country Director for OSI office in Yerevan, 
{ Atmenia. Develop operating and grant-giving programs and 
implementation strategies; develop mechanisms for disseminating 
| information about OSTs grants and scholarships programs; identify and 
_ [recruit candidates for graduate studies; recruit, train and supervise local 
staff; oversee annual budget. 
REQUIRES: Fluent English and Russian/Armenian; 4+ years ngo 
management; 2+ years work exp. in former Soviet Union; exp. working 
with a board; strong financial management, organizational, interpersonal 
-and writing skills; BA with Masters or other advanced degree preferred. 
| Extensive travel. Send cover letter/CV to: 

Open Society Institute, Human Resources - Code ARMEN, 
400 W. 59th Street, NY, NY 10019, or fax to : (212) 548-4607. 


@ Adopt a key role in marketing MBR’s research projects 















@ Represent MBR at various international industry events 


The Senior Analyst is expected to have at least two years relevant 
experience and is looking for a challenging role which allows more 
responsibility in all aspects of the business, The Junior Analyst should be 
an ambitious recent graduate, who can analyse and interpret data 

concise manner. : 






Please send a c.v. in strictest confidence to the 
Research Director, MBR 16 Lower Marsh, 
London SE1 7R]. 









The Office of Water Services (Ofwat) is an independent government body responsible for regulating the 28 water and sewerage companies.it. < 
England and ‘Wales ensuring that they provide a good quality service at a fair price. ae 


We are looking to recruit two staff to join Ofwat’s Economie Affairs Division. Central Birmingham 
















COMPETITION POLICY ECONOMIST CHARGES RESEARCH MANAGER 
Up to £23k £17- £19k 
We are looking for an experienced economist who is keen to Part of the Tariffs team, you will manage information processes 


for the team, maintaining the charges data base and supporting 
charging policy research work. You. will also provide statistical briefs 
to policy staff and maintain close working relations with data 


develop their career through the interesting and challenging work of 
economic regulation. 


You will be part of a team responsible for progressing inset managers in the regulated water companies. 
appointments and other issues related to facilitating the development of You should have a degree or equivalent in maths, statistics or 
competition in the water industry. economics and at least one/two years’ relevant experience. A confident 
You should have a degree in economics or a related discipline communicator and natural teamworker, you are flexible abour your 


working hours and computer literate with experience of using 


n : : spreadsheet and word- processing packages (Lotus. 123, Excel and 
A confident communicator, you're able to work under pressure Word). You will enjoy the opportunity to manage a small section. - 


and highly motivated and flexible, Experience of representing your The appointment will initially be for a period of two years bat — 
organisation with third parties and.a background in the public sector or „may become permanent. Refi 25600. 


the water industry oe related field are desirable. We offer you a good range of benefits, which include a 
: ~The appointment will initially be for a period of three years but non-contributory pension, and generous holidays of 25 days plus 
may become permanent. Ref: 255 10¥/2 public and privilege holidays. 


and three to five years’ work experience. 









For an application pack and more details please write to Office of Water Services, Human Resources, Centre City Tower, 7 Hill Street, 
Birmingham BS 4UA or telephone 0121 625 1471 ( 24 hour answerphone) quoting appropriate rerence number. 


Closing date: 13 July 1998. 


; Interviews will be held in Birmingham in 
> early August. 















We are an equal opportunities employer and 
welcome applications from all suitably qualified individuals. 

; A T For the well-being and comfort of all our staff, our offices 
operate a no smoking policy: 
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; ECONOMICS AT QMW 
The Department of Economics is committed to research at the highest 
level and as a result of recent policy decisions by the College is seeking to 
strengthen further its reputation. Having received an RAE grade 4A in 1996, 


the Department is now aiming to improve upon this, and the following 
appointments will play an important role in this endeavour. 


Professor(s) of Economics 


The successful applicant will have an excellent research record, and an 
established or growing international reputation for scholarship and achievement. 
S/he will be prepared to play a major role in the academic leadership of 
the Department. It is expected that two appointments will be made. 


The salary will be on the Professorial Scale (current minimum £36,694 pa 
inc of London Allowance). The closing date for applications is 
September 8, 1998. Reference no. 98090AMcK 


Lectureship in Economics 


The successful applicant to this permanent position will be able to 
demonstrate a developing research reputation. While applications are 
particularly encouraged from those with expertise in financial economics 
and/or macroeconomics, applications are also welcome from those with 
„= expertise in other areas. Candidates should be able to start on 
1 September 1998 or as soon as possible thereafter. 


‘The salary will be on the Lecturer A/B Scale (£18,500 - £30,679 pa inc of 
London Allowance). The closing date for applications is July 13, 1998. 
Reference no. 98092AMcK 


Informal enquiries may be made to Dr. Simon Mohun (Head of Department) 
by telephone (0171 975 5089) or by email (s. mohun@qmw.ac.uk). 
Further particulars are also available on the Economics web page 
http:/Awww.econ.qmw,ac.uk, 


For further details and an application form please telephone 
our 24 hour Recruitment Line on 0171 975 5171 or 
| Email: coll-recruit@qmw.ac.uk quoting the appropriate Reference No. 
Completed application forms with seven copies of your c.v. including 
the names and addresses of three referees should be returned to 
Non-Clinical Recruitment, Personnel Office, Queen Mary and 
Westfield College, London £1 4NS by the appropriate date. 













































WORKING TOWARDS EQUAL OPPORTUNITIES 


d 
Oy 
QUEEN MARY 


AND WESTFIELD COLLEGE 
UNIVERSITY OF LONDON 





INTERNATIONAL PROPERTY 


ag SWITZERLAND 


Lake Geneva & Alps 


Attractive properties, overlooking views, 
1 to 5 bedrooms, from SFr 250°000. 
Sale to Non-Qwiss citizens authorized. 
Leading oy established in 1975. 
Experience. Discretion, 


REVAC S.A. 


§2, Montbrillant, 
CH-1211 GENEVA 2 
: Fel: +441.22/734 15 40 
Fax 734 12-20 












CIVIL COURT OF ROME 
- Bankruptcy Section 
Bankruptcy of “Palatino Invest S.p.A.” 
Case No. 58831 
AUCTION SALE 
of REAL ESTATE (HOTEL USE) in 
Rome, ITALY 


information available through the 
Bankruptcy Trustee dott. Renzo Mechelli 
(fax +39.06.35341048 or 
tel, +39,06.35344508) 
or through.the Bankruptcy Trustee Assistant 
Avy, Ghiseppe Baldi (fax +39.06.3215856 or 
tel. +39,06.3219156) 


“The AUCTION SALE will be conducted 
on JULY L 1998 at 9,00 am 


More information at 
































www.casasturzo,org palatine-invest 


































BIBIC Mie uepiia Ale 


BBC MPM 


International Consultants 
Project Managers, Media Experts, Education Experts 


The BBC Marshall Plan of the Mind Trust (BBC MPM) is a charitable 
trust set up by BBC World Service to promote educational 
broadcasting as an effective method of knowledge dissemination. We 
carry out major projects for organisations such as EU/Tacis and 

Phare, the World Bank and UN agencies. We design.and carry out 
public awareness campaigns, produce radio and television programmes 
and publish a range of print materials. The majority of our projects 
have been in the former Soviet Union, particularly Russia, and in 
Romania. Future projects will be in these countries and other areas 
such as Vietnam and Cambodia, China and the Asian sub-continent. 


We are looking for experienced consultants with excellent 
personal and technical skills to work on forthcoming projects 
based overseas. Our requirements include: 


Project Manager: of major projects in Russia, Romania and other 
parts of the world. Experience of managing media and/or 
educational projects would be an advantage. 


Producers: radio and television producers. Experience of working with 
producers from other countries and/or on educational programmes, 


Public Relations: campaign planners and managers. Experience 
of working overseas an advantage we Eee ne 


English is essential, other languages would be an 
advantage, particularly Russian and Romanian, 


if you are interested in being considered for forthcoming 
project work please contact BBC World Servite =- 
Recruitment Office (quoting ref. 28617/EC), Bush House, 
Strand, London WC2B 4PH Tel: 0171 836 7804 (answer 
phone) for an information leaflet and details of how to apply, 
by july 28th. Alternatively e-mail: wsrecruit@bbc.co.uk 


BAGE 


Working for equality of opportunity 


BUSINESS & PERSONAL 


INCORPORATE IN USA 


$199.00 


_ Delaware | 
Wyoming $285.00 
e Confidential and cost effective | Nevada $380.90 | 

$270.09 


e Full registered agent services Utah a 


FAX: 302-421-5753 TEL 302-421-5750 


: ; E Maik: corp@dea.nel 
Registered Agents, Ltd. Web Site: ie 


* Corporations and LLCs 
e Free name reservation 
+ Personal assets shielded 








1220 N. Markel Street, Suite 606 + Wi 


Economic Advisor 
London c£24,500 pa 


To National Farmers’ Union represents farmers, growers 
and countryside members throughout England and Wales. 
An opportunity has arisen for a well qualified, enthusiastic 
economist to join our team providing cogent analysis of 
economic issues affecting the agricultural industry. 


Our assignments are challenging and varied. Current work 

includes: evaluating current economic conditions within sectors 

of the industry; developing policy strategy at an EU and UK 

| level; researching and publishing analysis about the 

“competitiveness of UK agriculture and appraising the impact of 
the WTO and EMU on the industry. 


<: You should possess: a degree in economics: good oral and 
written communication skills; at least two years’ work 
experience and PC spreadsheet and modelling experience. 


| For an information pack contact the 
| Personnel Department on 0171 331 7436, 
| Completed application forms should be submitted to the 
| Personnel Officer, NFU, 
-Agriculture House, 164 
Shaftesbury Avenue, London, 
WC2H 8HL, by 17 July 1998. 


BUSINESS & PERSONAL 


“FREE CASH GRANTS! College. 
’ Scholarships. Business. Medical bills. 
Never Repay. Toll Free 1-800-218- 
9000 Ext. G-4265 US Only. 


IMMIGRATE TO CANADA 
“We Can Help” 


25 Years Experience in Immigration Matters 
The law firm of Samjes & Peterson 
hitp://www.somjen.com 
Email: somjen@somjen.com 
Suite 810, 1240 Bay Street, 
Toronto, Ontario, Canada, MSR: 2A? 
Tek (416922 8083 | Fax: (4169922 4234 
We Can Help” 


aenneren enneren 
GOV'T. FORECLOSED homes from 
pennies. on $1... Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
{1} 800-218-9000 Ext. H-4265 for 
current listings. 


Sanana 
2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax: +3120-5241407, E-Mail: 
100413.3245@compuserve.com; 
http:/Awww.global-money.com 


Set branch in HK with minimum expenses:- 

- Handle L/C; Shipping and banking document 

~ Accountancy, tax planning and audit. 

- Trademark registration in HK and PRC 

- Steppingstone to PRC & promote business 
Precise Management (USA) Limited 
Phone: 718-232 4760: Fax: 718-232 4766 


TRUSTS 


] Since 1977, The ICSL Group has specialised in advising onthe use of offshore I 


companies and trusts to achieve personal and corporate tax savings 


INTERNATIONAL TAX PLANNING 
i We can provide innovative solutions to your compiex tax problems. 
We can assist you in setting up and managing a structure to heip you achieve 
I substantial tax savings. 


To receive our explanatory booklet on offshore and international tax 
planning and trusts or to arrange a discussion, all free of obligation or 
charge, please contact your most convenient ICSL office. Alternatively, 
visit our Web Site at http:/“www.ICSL.com. 
HONG KONG - Simon Haniey 
424177 rox +852 2545 0550 
nkK@ICSL.com 


LONDON ~- Peyman Zia 
Tet: +44 171 493 4244 Fax +44.171 491 0605 
Emait: UR@ICSL.com 
AMERICAS -~ Paul Winder 
x +44 1624 801800 te: +1 649 946 2828 Fax: +1 649 946 2825 
iCSLcom CSL.com 
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CENTRAL BANK OF THE GAMBIA | 


SALE OF SHARES IN TRUST BANK LIMITED - THE GAMBIA. 


The Central Bank of The Gambia invites potential investors to register their” 
interest for the purchase of shares in Trust Bank Limited. Trust Bank Limited. 
is a locally incorporated commercial bank held in trust by depositors’ funds, 


As an integral part of a comprehensive reorganisation strategy, under the 
auspices of the Central Bank of The Gambia, new capital is now being 
sought through the sale of the entire share capital of Trust Bank in order, to 
enhance the bank’s trading resources as weil as its competitiveness. 


Registration of Interest 


Potential investors can register their interest with the Central Bank by (i) 
signing a Confidentiality Agreement, and (ii) effecting a non refundable. 
payment in favour of Central Bank of The Gambia of D1,000,00° 4 i 
residents of The Gambia and‘US$100,00 for non-residents. The Central 
Bank will make available Tender Documents setting out the modalities for 
the sale of the shares as well as comprehensive information detailing the 
bank’s financial position to prequalified investors upon fulfilment of the 
above terms and conditions. 


Registration of Interest and payments of the fee stated above should be 
submitted to the Central Bank, clearly marked “Sale of Shares of Trust Bank’ 
Limited” not later than Tuesday June 30th, 1998 at the following address: © ` 


Central Bank of The Gambia 
1-2 Ecowas Avenue 
Banjul 
THE GAMBIA 
Tel: (220) 228318 Fax: (220) 226969 


For more information and to obtain registration forms, contact Office of the 
Governor, Central Bank of The Gambia on the above numbers or Mr Peter 
Smith, Deloitte and Touche, Gambia on (220) 395830. 


MUMIAS SUGAR COMPANY LIMITED 


(Incorporated in Kenya) 


DEVELOPMENT OF THE BUSIA SUGAR PROJECT 
REQUEST FOR EXPRESSION OF INTEREST 
The Mumias Sugar Company Limited Privatisation Committee {MSPO in 
association with the Busia Sugar Company Project Implementation Committee, 
wishes to invite expressions of interest from institutional equity and loan financiers 
in the financing plan for the development of the Busia Sugar Company (BSC) in 
Kenya. The development of the Busia Sugar project is intended to take place in 
conjunction with the divestiture of the Government of Kenya's (GOK} shares in 
Mumias Sugar Company Limited (MSC) as part of GOK’s privatisation 
programme. The privatisation of MSC will be effected by a rights issue of new 
Shares in MSC, following which GOK’s shareholding in MSC will be reduced to 
30% of the share capital of MSC. 
Project Profile It is intended that MSC will become the majority shareholder in 
Busia Sugar Company and that part of the privatisation proceeds of MSC. will be 
used for the development of BSC's business. However, the development ofthe 
Busia Sugar Project requires significant equity and Joan capital for the constru 
ofa sugar factory and all associated infrastructure, including support for-can 
outgrowers. MSC therefore wishes to invite financial assistance, in the fo 
equity and debt, from qualified institutions. A brief summary of the Busi: 
project may be obtained from the address given below. 
Letter of Interest Potential financiers are hereby invited to submit letter of 
interest to the MSPC at the address given below by close of business on Friday 
10th July, 1998. 
Letters should contain the following information about financiers: 
l. Description of activities 
2. Experience in similar development projects 
3. Experience of the sugar industry 
4, Current informaf§n on ownership and financial standing. 
Following the closing date of the MSPC will assess the letters of interest and 
invite qualifying persons to a Financiers’ Conference at a time and venue to be 
advised in order to progress the Busia Sugar Project. 
All inquiries and letters of interest should be marked “Confidential” 
and addressed to: The Chairman, 
Mumias Sugar Company Privatisation Committee, 3rd.Floor; : 
Royal Ngao House, Hospital Road P O Box 57092, NAIROBI, Kenya: 


The MSPC reserves the right to extend the deadline for submission of letters-éf interest and 


ct any letter of interest without stating the reasons for doing so, or cancel 





BUSINESS & PERSONAL 


WORKING BETTER 
IS PART OF 
THE DEAL. 


We design travel 
goods for frequent 
business travelers. 
Our traveler’s 
briefcases double 
as laptop bags. 
We'll show you 
how to increase 
your bag’s capacity 
by using simple organiz- 

ers, and how to beat the two-bag limit. Tell us how you 
want your case to work for you, and we'll show you how 
to get it done. We sell direct internationally from our San 
Francisco workshop. Please call for our free catalog. 





Above: Traveler's Briefcase. Walnut or black leather. 
Various sizes. $750. to $1050. Glaser Insiders™ dividers optional. 


GLASER DESIGNS 


TRAVEL Goops MAKERS 

32 OTIS ST. SAN FRANCISCO, CA 94103 

PHONE 415-552-3188 FAX 415-431-3999 

TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM 















The Original 


kallback. 


¢ No Deposit ¢ Instant Activation 
e No Miminum e ideal for Home, Office, 
e No Set Up Fees Hotels and Mobile Phones 


-The International Herald Tribune Wanted 
Tel: 1.206.599.1992 © Fax: 1.206.599.1982 


417 Second Avenue West + Seattle, WA 98119 USA 
www.kallback.com + e-mail: info@kallback.com 


New lower 
fates! 


Super Low International 


to To 
Germany: France: 

25¢ 

22¢ 

25¢ 

fst 

22¢ 

30¢ 


From: 
France 
Germany 








Switzerland 


Netherlands 
Italy 





Tel: 1 (212) 629-3268 
Fax: 1 (212) 629-3269 
Great rates from the U.S. maxinfo@maxtelecom.net 


1 (800) 965-1645 





112 





CANADA IMMIGRATION 


INVESTMENT & EMPLOYMENT OPPORTUNITIES 
Canadian immigration for successful business persons / ifiec 
professionals under applicable aie cick ee 
government backed inyestments available wi e 
Employment searches conducted. Our timely and confidential 
representations are provided by esteemed legal counsel. Our 

y back guarantee is your assurance of success, Visit our 

winning Internet World Wide Web site for a confidential 
assessment of your qualifications, without obligation. 
Our Firm welcomes collaborations with qualified agents, 
LAW OFFICES OF COLIN R. SINGER, Attorney 


Tel; (514) 487-2011 











Canadian Citizenship & Immigration 
9 Ste-Catherine St. West 
Montreal, QC, Canada, H3Z 1T3 


“Justice rated #1 in Callback service.” 





‘eiecommunicetions association. | World Leg Rates: (US$) 
è Business, residential, pe 65 

and‘cellular savings. Taiwan 49 
e Earn Free air travel with Venezuela 43 

WorldMiles program. Brazil 50 
e Join the prestigious it mat a 


Justice Agent program. 





It’s just what you're looking for. 
Mention this ad for a sign-up bonus. Agent inquiries welcome 


BRRESHRERE 


1-310-526-2200 1-310-526-2100 fax www.justicecorp.com 


SAVES YOU MORE 


ON INTERNATIONAL CALLS! 


RATES TO THE US 


LM ET 17¢ 
France 


Most new customers are 
referred by satisfied 
NewWorld users 


Now earn 20% by 
referring a friend 


Numerous Special Services Included 
- No Extra Charge - 


.22¢ 
32¢ 
25¢ 
26¢ 
63¢ 

. 49¢ 





Call: 201.287.8400 Fax: 201.287.8434 
In the U.K. Call: 44.171.360.5037 Fax: 44.171.360.5036 
economist@newworldtele.com http://www.newworldtele.com 


IMSXWORLD 


rer eceomaeuaicarions 


Business to Business agents welcome 
201-287-8400 


1402 TEANECK ROAD + SUITE 114 + TEANECK, NEW JERSEY + 07666 -+ USA 
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BUSINESS & PERSONAL 





and Development 


X 


ASSOCIATES LIMITED 
fen akoda ka ALE A eA En ae 
Business Psycholagigis 








14 Rocks Lane, London SW13 ODB. 


7286Email: Foxx@CompuServe.com 









TEL. 0044 1624 616009 
FAX. 0044 1624 616022 
Irish Co, 225 R/O 120 

loM Co. 240 R/O 120 






OFFSHORE COMPANIES 
OFFSHORE BANKING 

since 1985, 
professional 


effective competitive prices. 

EuroFinance Mercantile 
Trust Corporation Ltd 

Tel/Fax 0044 1252 722551 








í IMPORT/EXPORT AGENCY 

1 No capital or exp. req. No risk. Work 

from home. Part/Fuil time. Help Desk. 

Established 1946. Clients in 120 countries. 
Free Booklet. 

WADE WORLD TRADE 
Dept 2¢24 50 Burnhill Road 
Beckenham Kent BR3 3LA 

Tel: +44 (0) 181 650 0180 (24hrs) 
Fax: +44 (0) 181 663 3212 
http//www.wadetrade.cam 


NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED: 


Fiction, non fiction, Biography, Religious, 


Poetry, Childrens, 
AUTHORS WORLD-WIDE INVITED. 


WRITE OR SEND YOUR MANUSCRIPT TO:- 


MINERVA PRESS 


2 OLD BROMPTON RD, LONDON SW7 3DQ. 


mt B SERVICE Sige 
A Moder, comfortable“? N 
Serviced Apartments offering Best Value for Money. 
Unbeatabie location in South Kensington. 
2 person apartment from £70 per night 
4 person ment from bid per night 


Tourist Board Commended 


ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. U.K. 


Tek: ++ 44 171 370 2663 
AR E N 


BUSINESS 
OPPORTUNITIES 


WANT TO START YOUR 
OWN BUSINESS? 


HOME BASED, PROFITABLE 
PROVEN CONCEPT WITH 





ENORMOUS POTENTIAL. 
NOT MULTI-LEVEL MARKETING 
OR FRANCHISING. 

CALL 24 HOURS 
0181 236 4558 (LONDON) 
AND LISTEN. 
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Psychometric Assessment 
for Management Selection 


Tel+44 (0)181 878 2213 Fax: +44 (0)181 878 







OFFSHORE COMPANIES 
Nova Business Services 





personalised 
services with full 
privacy and confidentiality at cost 





_ ==" START YOUR OWN ~~ 








2nd PASSPORTS 


OFFSHORE COMPANIES 


For confidential, professional service, 


contact: 


Maritime International Ltd. 
P.O. Box WC166, Bay View Place, 
Crosbies 
St. John’s, Antigua, West Indies 
Tel +1 (268) 461-2024 
Fax +1 (268) 462-2718 
Email: maritime@candw.ag 


US. Company, No Taxes? 


YES, YOU CAN! 


it’s easy. 
It's fast. 
It’s 100% private. 
It's 100% legal. 
For FREE consultation 
and brochure filled with 
surprising information, contact: 


GLOBAL BUSINESS SOLUTIONS, INC. 
Phone: USA + (619) 578-7541 
Fax: USA+ (619) 578-0238 
E-mail: gbs@millennianet.com 





E av a7 


f OFFSHORE 
TAX-FREE 


companies world-wide 


formation and administration 
of companies 

opening of bank accounts 

tel/fax/mail forwarding services 

LAW ECO LTD. 

1092 Budapest, Raday u. 33/a, Hungary 

Tel.: (361) 217-96-81, 216-54-13 

Fax: (361) 217-44-14 

E-mail: laveco @mail,matav.hu 

Ask for our FREE information 

brochure! 

Languages spoken: English, 

French, Russian, Bulgarian 


OFFSHORE 
COMPANIES 


COST EFFECTIVE 
NOMINEE & MANAGEMENT SERVICES 
AVAILABLE 


BVI £275 
GIBRALTAR £275 
ISLE OF MAN £275 
IRISH £275 
BAHAMAS £275 


OTHER JURISDICTIONS AVAILABLE 


PROFESSIONAL SERVICE PROVIDED BY 
IN HOUSE LAWYERS & ACCOUNTANTS 
CREDIT CARDS ACCEPTED 


FIDUCIARY MANAGEMENT 
SERVICES LIMITED 


13 WIMPOLE STREET 
LONDON W1M 7AB 


TEL: 0171 436 8100 
FAX: 0171 436 8188 


: CoForm3@Fiduciary.Co.uk 
ww.FiduciaryGroup.com 














































OFFSHORE 
COMPANIES 


BY LAWYERS 


SCF is one of the world’s largest. tax 
planning practices. Fully owned- and 
operated by lawyers and accountants.) 
Ail our consultants are professionally 
trained and will ensure your affairs will 
be dealt with in an atmosphere of 
utmost privacy and confidentiality. 


WORLDWIDE OFFICES CANE 
= PROVIDE: E f 


WORLD WIDE 


No. 1 OFFSHORE 

COMPANY AND 

TAX PLANNING 
SPECIALISTS 


Since 1975 our worldwide staff of 
over 275 multi-disciplined 
professionals including lawyers, 
chartered accountants, chartered 
secretaries, and bankers have 
provided confidential and cost 
effective company formation in all 
the major low tax areas. 




































@ BAHAMAS 

© BELIZE 

@ BV ISLANDS 
@ DELAWARE LLC 
© GIBRALTAR 
© HONG KONG 
@ HUNGARY 

@ IRELAND 

@ ISLE OF MAN 
© JERSEY 

@ MADEIRA 

@ MAURITIUS 
@ NEVIS 

@ SEYCHELLES 


Other Jurisdictions & Offshore Banks 
Available on Request 
LUXEMBOURG - EVELINE KARLS 
Tel: +352 224 286 Fax: +352 224 287 
FINLAND - JENNY KOMPULAINEN 
Tet: +358 9 6969 2569 Fax: +358 9 6969 2565 
HUNGARY - LASZLO KISS BSc (Econ) 
Tel: +36 1351 9959 Fax: +36 1 351 9958 
CYPRUS - CHRISTODOULOS VASSILIADES 
Attorney-at-Law 
Tei: +357 2 473211 FAX: +357 2 463463 
SINGAPORE - DIANA BEAN 
Tel: +65 535 3382 Fax: +65 535 3991 
HONG KONG - RAYMOND CHOI 
MBA MLIA (Dip) 

Tel: +852 25220172 Fax: +852 25211190 
SHANGHAI - BART DEKKER itm 
Tel: +86 21 6248 4355 Fax: +86 21 6248 1421 
USA WEST COAST - AICS Ltd 
KEVIN MIRECKI Atomey-at-iaw 
Tel: +1 714854 3344 Fax: +1 714854 6967. 
For immediate Service & our Free 110 
Page Colour Brochure Contact: 


ISLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 
isle of Man, Great Britain, M99 4EE 
E-mail: economist@world-mail.com 
TEL: +44 1624 815544 
FAX: +44 1624 817080 
LONDON - RICHARD®OOK, Bsc 
Tel: +44 171 355 1096 Fax: +4171 493 4973 
1S09002 CERTIFICATED 


$500 
$500 
$500 
$495 
£250 
$450 
$1995 







LOWEST 1" YEAR 
& ANNUAL FEES 
1905 GUARANTEED _ 
£250 


For confidential 

£495 LONDON OFFICE 

Poo 90-100 SYDNEY ST, 
CHELSEA LONDON, 


$575 SW3 6N 

$350 

TEL: : Aee 2274 
FAX: + 171-873 9688 | 
E-mail: offshore@scfgroup.com 


FREEPHONE: 0800 262 856 
www.scfgroup.com 


DUBLIN OFFICE | 
27-29 LWR PEMBROKE ST, DUBLIN 2 
TEL: + 353-1-662 1388 
FAX: + 353-1-662 1554 
E-mail: affshore@scigroup.iol.ie 














































Other European Offices 
Athens, Budapest, Lisbon, Monaco, Moscow, 
Nicosia & Sofia 


For a free colour brochure on 
how you can save taxes please | 
complete this coupon below: 


Name 
Address 
























































Code 















ECONOMIC INDICATORS 

























































































































































































OUTPUT, DEMAND AND JOBS Italy’s GDP contracted in the first quarter, but was still cones COMMODITY PRICE INDEX 
2.5% higher than a year earlier. A fall in exports, particularly to Asia, was mostly to blame. America has complained to | 
Spain’s GDP growth quickened to 3.7% in the year to the first quarter; Denmark’s slowed to | Canada over British Columbia’s decision 
3.7% over the same period. The Dutch unemployment rate fell to 4.3% in May. to reduce the fees it charges for cutting tim- 
ber on government-owned land. America | 
% change at annual rate 
we “ieee Wae Relay Unemployment claims it effectively violates the 1996 soft- 
3mths? 1year 1998 1999 3mths? 1year 1 year latest_yearago | WOOd pact between the two countries, be- 
Australia +53 +4901 +28 +32 $32 +270 T 2e 81 My 88 | causeitwill drive down the price of Cana- | 
Austria na +25 197 +26 +26 +156 +55 feb + 3.3 Dec 73 Ma 71 | dian wood exported to America. Under 
Belgium -14 +2504 +28 +27 na — 2.1 Mart +82 ən 119 My 125 | the pact, Canada can export 14.7 billion 
Britain +21 +30% +23 +18 +18 + 12 Apr + 46 May 64 æ 73 | board-feet of timber to America duty free; 
Canada +37 + 3.8 Q +33 + 28 -03 +58 Mar + 68 Dec 8.4 May 9.4 above that limit, duties apply. Timber 
Denmark = 4.29 “+: 3:7°Qr + 31 + 29 -10.1 = 4.1 Apr + 2.6 Apr 6.9 Apr 8.0 prices in America are 25% lower than a 
France +24 +3401 +29 +28 +88 + 5.1 Apr + 45 Ap 11.9 Apr 12.5 4 y | 
Germany +40 +380) 426 428 EA + a ape —57 ae 112 My 114 year ago, despite a booming market for | 
Italy = 0A #2501 424 +30 -43 +03 Ap + 0.1 Mar 12.0 un 121 | new homes. The Asian crisis is the main | 
Japan -53 -379 -03 411 -13.5 -67 Ap -1.0 Ap 41 a 33 culprit, because it has hurt American ex- | 
Netherlands +49 +420) +35 +33 +18 +66 Aw +40 ton 43 m5 56 | ports. And Scandinavian producers have | 
Spain +37 +3791 +38 +37 +85 -28 Apr na 19.6 Qi 213 _ diverted shipments from Asia to America. 
Sweden =37 +250) +29 +30 -83 +23 Mm + 28 Apr 6.3 My" 78 | 
Switzerland +19 +2401 +19 +21 ma +87 Qe -19 Mar 3.9 mayt 53 1990=100 %changeon | 
United States +48 +3701 +32 +22 +18 + 44 May + 6.4 Ap _ 43 May 48 Jun 16th Jun 23rd* one one 
“Not seasonally adjusted. Tawerage of latest 3 months compared with average of previous 3 months, at annual rate thew series, Feb-Apr, claimant count \ — month yeer. 
rate 4.8% in May. §Mar-May. Dollar index 
PRICES AND WAGES Canada’s 12-month rate of consumer-price inflation quickened to | oo ra a = z$ + ; 
1.1% in May, owing in part to higher food prices. Austria’s inflation rate slowed to 1.0% over | indusnak mee 
the same period. French producer prices were unchanged in the year to April. German work- Ail re K AE 79 = 1.1 -243 
ers received a 1.6% pay rise in the year to April, an increase of just 0.2% in real terms. Nfat 92.4 936 - 00 -228 
| — Metals 688 700. =- 20 -255 | 
% change at annual rate The Economist poll | Sterling index 
Consumer prices* consumer prices forecast _ Producer prices* __Wageslearnings _ | Allitems 98.2 990 -43 -20 
3mths? 1year 1998 1999 3 mths? 1 year 3mths? 1year Food 1147 Ere SS -200 
Australia +10 -020 +14 +23 -13 +0901 +12 +300 Industrials 
Austria +14 +10 May +15 +17 +04 +02 My na na All 83.9 845 - 29 -243 
Belgium +22 +19 My +14 417 -47 +04Ma +33 +2301 _ Nat 99.8 1002 - 18 -28 | 
Britain +61 +42 My +31 +27 +13 +09 My +70 +52 Ma Metals 74.3 7350. -38 -255 
Canada +15 +0) My 412 418 -30 -08 Ax +65 +21 Mw | SDRindex | 
Denmark +3.) +20 My +22 425 +08 -06 My +31 +39 No | Allitems 93.1 937 - 24 -188 | 
France +20 +10 My +11 +16 -07 nil Ap +14 +260r Food 108.8 1094 -36 -168 | 
Germany FUT 4243) ep +13 +19 SNS = 21 Mey na +16ap | industrials | 
italy +19 +17 May +19 +23 -01 +09 a +29 +27% | Al 79.6 80.0 - 09 -212 
Japan +04 +04 Apr +05 +01 = 40 -- 1.7 May na -O2 Am | Nfa 94.6 949 +02 -196 
Netherlands +39 +20 May +23 +25 = 21 = 03 Apr +37 +30 mx | Metals 70.4 NO -18 -24 
Spain +07 +20 My +20 +25 -22 +0lAap +32 +29% | Gold | 
Sweden +05 +09 May +09 +15 -08 -02 Apr +70 + 3.3 feb | $ per oz 288.35 294.55 - 05 -130 
Switzerland - 03 nil May +03 +11 -18 -~ 1.2 May na +05 1997 | Crude oil North Sea Brent 
United States +12 +17 May +18 +26 -15 -09 My +48 +44 My | $perbarel 12.83 1386 +08 -223 
*Not seasonally adjusted. * Average of latest 3 months compared with average of previous 3 months, at annual rate. **New series. * Provisional. * Non-food agriculturais. | 


COO eae FC 
E EMPLOYMENTRATES Scandinavian 
women are twice as likely to be working as 
their Spanish counterparts, according to 
the OECD's latest Employment Outlook. 
Cultural differences and the availability 
of child care are the two main explana- 
tions for the disparity. For the OECD as a 
whole, almost three-quarters of men aged 
15-64 are in work compared with only just 
over half of women. In Sweden, however, 
the gap is tiny: 72% of men work, com- 
pared with 69% of women. Switzerland 
has the highest male employment rate, of 
86%. Spain has the lowest, at only 64%. Un- 
surprisingly, those countries such as 
France and Spain, which have high rates 
of unemployment, also tend to have low 


| male employment rates, as do those where 
| early retirement is common. 
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H 

| 

i 
Share price indices % change on | ing, from $368 billion in 1996 to $272 bi 

4398 = oan eect Dec 31st 1997 | lion in 1997, according to the orc. Aid 
Jun 24th high low week year high in local ins | from the richest countries, the G7, is down 
oa OLE) TTC 5 5 a3 curen Bates terms | to only 0.19% of their collective national 
ustraia " A f 3 S 5 + $ ~ ™ - 5 ~ i ~- J Ki $ 

Austria 1,477.9 1,6286 1,245.7 - 09 +140 T149 + 141 +14.0 |in cones. In: terms of total aid dollars, Ja- 1 
Belgium 3,347.2 3,3472 2,4050 + 02 +410 nl + 384 +3e0 | Panis the most generous donor of the 
Britain 5,804.9 6,105.8 5,068.8 -05 +251 EAI + 13.0 +145 | countries in our table, paying out $9.4 bil- 
Canada 7,264.4 7.8223 6,240.0 +10 ans - 71 + 84 +55 | lion last year. However, asa proportion of 
Denmark 736.1 778.8 667.1 ~ 06 +247 -55 + 89 +87 | GDP, Japan’s 0.22% was less than most of 
France 2,659.7 2,723.1 1,873.1 + 0.3 +419 - 23 + 368 + 36.2 | our countries, and well below Denmark's 
Germany 5,779.9 5,7799 4,087.3 + 12 +522 ni + 360 +358 or : 
italy 1,415.3 1,654.4 1,053.2 -3.2 +676 -145 + 344 +339 | nian coset ag rol apse 
Japan 15,1232 17,2643 14,6644 + 28 ~ 269 -60i - 09 = 84 | J : 
Netherlands 1,155.1 1,219.8 892.0 237 +325 -53 + 264 +262 | 
Spain 864.0 938.8 6326 - 00 +436 - 80 + 366 +362 | 
‘Sweden 3,656.2 3,853.6 2,853.) - 06 +211 25] + 219 +224 
Switzerland 76679 7,827.7 6,062.1 + 14 +354 -20 + 224 +184 
United States 8,923.9 92118 7,580.4 + tt + 16.0 -31 + 128 +128 
World* 1,072.1 ‘1,097.2 896 5 MER +03 -23 + W3 +145 | 


MONEY AND INTEREST RATES Government bond yields fell in America and Japan in 


the week to June 24th. In May, the 12-month growth of broad money accelerated in Canada | 
and Sweden, but slowed in Germany and Spain. 

Money supply* Interest rates % p.a. (Jun 24th 1998) 

% rise on year ago over- — 3-mth money market banks bond yields Eurocurrency 
narrow broad night latest year ago prime gov't? corporate 3mths bonds 

Australia +97 +456 Apr 5.14 5.50 E 5.28 8.75 561 6.14 5.56 5.51 
Austria +55 +18 Apr 3.38 3.63 3.40 6.50 4.85 na na 5.78 
Belgium +57 +66 Mar 3.58 3.67 3.35 7.25 4.86 5.06 3.69 4.55 
‘Britain + 63 +91 May 8.13 775 6.81 8.50 5.81 6.13 775 6.33 i 

4125 +42 May _ 4.65 486 2.83 6.50 5.34 6.00 4.94 5.28 | 

na +28 May 3.90 4.09 7 3,60 6.75 4.87 7.05 4.09 4.74 

+134 +55 Apr 3.38 3.52 3.30 6.55 4.76 5.03 3.52 4.48 

+56 +37 May 3,41 3.56 313 2 4.90 4.68 4.76 3.50 4.45 

413.2 +98 Ap 538 4,70 675 7.88 5.05 557 5.06 476 
Japan +80 +38 May 0.45 0.49 0.48 1.63 4.51 1.24 0.42 0.93 | 
Netherlands +57 +66 Mar 2.00 3.46 3.12 5.25 4.75 5.16 3.53 446 | 
Spain +13.4 +16 May 432 4.34 5.20 7.00 4.92 5.28 4.30 __ 4.63 
Sweden na +27 May 4.00 4.21 ___ 4.05 465 4.92 4.97 4.32 465 | 
Switzerland +125 +24 Ma 2.06 2.00 14 3.75 308 303 194 249 | 
United States +13 +10.2 May 553 548 5.66 8.50 5.45 6.627 5.59 5.50 | 





JANCIAL INDICATORS 






















STOCKMARKETS Tokyo fared best in another turbulent week for rich-country bourses: it 
rose 2.8% in the week to June 24th, as investors reacted to American-Japanese efforts to rescue 
the yen. Milan performed worst, falling by 3.2%, while London lost 0.5%. 


@ INTERNATIONAL AID Measured by He 
the crude yardstick of total financial flows. 
to aid recipients, international aid is fal 











































































*Morgan Stanley Capital international index includes above markets and seven others, in dollar terms. 













































































T Ten-year bond rates (United States 30-year 5.74%, Japan No.182 1.20%). June 23rd. 


“Narrow: M1 except Britain MO, broad: M2 or M3 except Britain M4. Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase 
Manhattan, CA iB investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, J.P. Morgan, Paribas, Royal 
Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, DatastreanviCV, Rates cannot be construed as banks’ offers. 




















TRADE, EXCHANGE RATES AND RESERVES The yen’s trade-weighted exchange rate fell back, by 1.5%, in the week toJune 24th. Sterling 
rose by 1.0% and the dollar by 0.7%. America’s visible-trade deficit widened to a 12-month total of $208.9 billion in April. Its first-quarter 
current-account deficit widened to a 12-month total of $165.4 billion. Britain’s current account went into deficit in the first quarter. 
























































































Trade baiance*, $bn Current account, $bn Exchange rate Currency units per $ Currency units 
latest latest 12 latest 12 mths trade-weighted? Jun 24th year ago per per 
month months dun 24th year ago = £ eu 

Australia ~ 0.27 Aap + O] -58 82.3 91.9 1.64 133 2⁄4 181 

Austria = 1.29 q5 - 49 - 3.5 Apr 103.1 10260127 33 

Belgium + 0.87 in + 116 + 13.9 Dec 102.3 102.4 37.2 356  &20 

Britain = 2.32 Ap - 25.0 - 0.2 a1 106.9 101.3 0.60 0.60 = 

Canada + 0.84 Ap + 138 ~ 11.2 Q1 80.6 83.5 1.47 1,40 2.45 

Denmark + 0.09 Mar + 37 + 050 1048 104.9 6.86 6.56 11.44 

France + 2.20 Ma + 31.7 + 409 Mar 105.7 104.9 6.04 582 1007 

Germany + 661 Apr + 743 + 1.1 Apr 103.8 1034 180 2 172 Z ã = 

kaly + 293 Max +275 + 30.3 feb 75.9 766 1,775 1,682 2,958 985 1,951 

Japan + 9.80 Apr +1132 +106.4 Apr 110.4 133.3 141 114 234 

Netherlands + 1.67 Marss + 16.7 + 22.1 %4 “701.6 101.9 2.03 194 339 

Spain 2230 Mar - 198 + 7.1 Mar 76.8 772 153 146 255 

Sweden + 1.32 May + 17.1 + 5.5 Apr 85.6 84.2 7.90 7.68 13.2 

Switzerland + 0.13 Apr + 02 PARRI 105.2 1051 751 1.44 251 

United States -21.48 Ap -208.9 -1654 Qi 1126 1024 o ~ e 





*Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others dfAfob. 7990-100, Bank of England. +Exciuding gold, IMF definition. 
§Forward rates for delivery January 1st 1999, calculated by J.P. Morgan. §§Not seasonally adjusted. 








EMERGING-MARKET INDICATORS 





E SOFTWARE PIRACY The worldwide 
cost of software piracy reached an esti- 
mated $11.4 billion last year, according to 
the International Planning and Research 
Corporation. The amount of pirated soft- 


| ware was estimated by comparing actual 








software shipments with expected sales 
given a host of factors, including personal- 
computer sales, the number of white-col- 
lar workers, and expected software up- 
grades. Although only 27% of software in 


| America is pirated, the United States ac 
| counted for a quarter of global losses ftom 


piracy, because its software market is by 
far the largest in the world. China is the 
second-biggest culprit. Although its soft- 
ware market is much smaller than Ameri- 
ca’s, China’s piracy rate is a huge 96%. Asia 


is the region with the biggest dollar losses, | 


which totalled $3.9 billion last year. East- 
ern Europe is the region with the highest 
piracy rate, of 77%. Piracy rates are falling 
in most countries, with the notable excep- 
tion of Hong Kong. 
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ECONOMY A1.2% fall in Gpr in the year to May underlined Russia’s economic problems, 
Its 12-month trade surplus shrank to $14.7 billion in April, half the level ofa year ago. Poland, 
Eastern Europe's star performer, saw output grow by 6.5% in the year to the first quarter. The 


Czech Republic fared much worse: its Gp? fell by 0.9% over the same period. 























































































































% change on year earlier Latest 12 months, $bn Foreign reserves, $bn 
GDP Industrial Consumer Trade Current Latest Year ago 
production prices balance account 

China +720 - 5.6 My - 10 My +44.9 may +23.1 1997* 140.63 mar 112.1 
Hong Kong - 2.0 a 02 ow + 47% 18:4 ap 66 1997" 96.2 Ap 63.6 
India +56 197 -O7 mw + 82a -64am  — 4B 19977 266 ax 23.0 
Indonesia - 62 Qi +107 93 + 52.0 May +154 Mar 5.8 ot 16.3 Mae 19.0 
Malaysia - 180) -34a + S4my +30 a  - 481997 213 Ae 27.0 
Philippines +170 +194 Nv + 92mMy -84ay -43% 88 Jan 97 
Singapore + 5.6 a1 +85 me + OS My -34a +1360 74AT vice 75.7% 
South Korea - 3801-108 Ax + 8.2 way +160 way +144 an 355 aw 306 
Taiwan +590 +630 + 1? My + AA + 5701 84.0 Apr 89.0 
Thailand + 0A 17-21.) Me + 102 My + Vw —- 2906 28.7 A 36.3 
Argentina + 69 a1 + 41 My + 1.2 May -= 6.4 Apr -101% 23.3 My 19.1 
Brazil iioa -30Ar + 48my  —- 71 My -3270 74.7 hor 54.1 
Chile +720). + 23m + S3my  -30my -510 16.9 Ay 16.0 
Colombia. + 47 oF +19.5 Mar + 20.7 May -3i -55 9.) mar 96 
Mexico +660 +2207 + 150My -324 -1070 31) Ae 226 
Venezuela + 5.5 1997 Aa + 397 May. 91.1 Dec + 59 1997" 11.2 Ape 125 
Greece + 3.5 1997 + 24 bn + 53 May ~ 18.1 Jan -47 san 17.6 Ap 17.5 
Israel + 1.6 01 +48 + 49 My -6BmMy -360 213 w 153 
Portug +37 97 +27 + 26 My -102 —- 5.8 Me 154 we 15.1 
South Africa + 100) Tas + Simy +220  -1900 55 w 18 
Turk + 6.7 08 +60 Me + 914 My -22a — 24 ew 258 may 159 
Czech Republic - 09 9) + 3.0 Ap + 13.0 May — 3.3 Ap - 35 11.1 Ape 15 
Hungary +5300 +95 ey + 158 my -19w - OB Ae 95 Mw 86 
Poland pp 6.5 Q! +39 Ap + 13.3 my -11.6 Ape yy yore 23.1 Mar a? 
Russia = Me r ee De SAT dees Se 11.0 ap 141 





"Estimate. "includes gold. Visible and invisible trade balance. §New series 





FINANCIAL MARKETS East Asian stockmarkets rebounded in the week to June 24th, 
helped partly by the yen’s stabilisation. Shanghai and Hong Kong gained 3.9% and 3.7% 
| respectively; Jakarta, Kuala Lumpur and Taipei also rose. Prague rose by 6.2%, as investors 
| gambled that attempts to form a left-of-centre government will fail. 





































































































Currency units Interest rates Stockmarkets % change on 
per $ per £ short-term Jun 24th Dec 31st 1997 
Jun 24th yearago Jun 24th % pa. one in local ins 
week currency terms 
China 8.28 8.29 13.8 620 1,488.1 $39, #5982 +182 
HongKong 775 7.75 129 961 8298 437 - 226 - 226 
India 42.7 35.8 71.2 733 31436 -76 - 141 -212 
Indonesia 14,750 2432 24,591 47.32 431.0 +28 + 73 -600 
Malaysia 3.95 2.52 658 108 455.4 +10 - 234 -245 
Philippines 41.5 26.4 69.2 14.43 1,712.9 -02  - 84 - 119 
Singapore 1.66 143. TT v A EAS 10749 -30 - 297 -286 
South Korea 1,38) 888 2,302 1648 301.7 -07 = 198 - 16 
Taiwan 34.4 279 572) 70 7,670.7 +27. =- 63 - 109 
Thailand ai 25.3 68.6 23.50 267.7 -19  - 282 -159 
Argentina 1.00 1.00 1.67 11.90 5555 -28 - 192 -192 
Brazil 1.16 1.08 1.93 21.10 98560 TOA  - 33 —- 66 
Chile 456 47 760 1349 4,044.0 -21 - 157 - 189 
Colombia 1390 1,088 2317 3731 1,163.6 +144 - 187 — 231 
Mexico 8.92 7.94 149 19.50 4,3783 +09 - 163 -243 
Venezuela 545 485 309 46.32 $2373" +09 - 395 44.0 
Greece 304 272 506 13.52 2,434.7 +03 + 645 +537 
Israel 3.65 3.56 6.09 9.15 3215 +03 + 105 + 7.0 
Portugal 184 174 308 4.36 5,305.8 -37 + 403 + 399 
Africa 5.44 451 9.07 18.47 6,952.0 - 09 + 121 + 03 
urkey 264,680 146,850 441,274 75.00 3,980.4 aNG 4 183° = 97 
Czech Republic 327 318 54.6 15.48 461.9 +62 - 67 13 
Hungary 217 185 361 1748 7,828.7 Ea = ZY NES 
Poland 3.47 3.24 5.78 22.18 15,5229 403, + SB. + 75 
Russia 6.00 577 10.00 60.00 178.2 —21 = 551 = 551 
*June 23rd 





Sources: National statistics offices, central banks and stock exchanges: DatastreanviCV, EIU; Reuters; SBC Warburg, J.P. Morgan; Hong Kong Monetary 
indian Economy; Bank Negara Indonesia; Malayan Banking; Philippines National Economic and Development Authonty; 
Russian 


Authority; Centre for 


Hoare Govett Asia; FIEL: Baring Securities; Merrill Lynch; Bank Leumi Letsrael; Standard Bank Group; Akbank; Bank Ekspres; Deutsche Bank; 


Economic Trends. 
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O IMPROVE LIFE, 
WE EXPLORE 
ALL OF ITS FORMS. 


Building on the vital links between plant, animal and human health, Rhéne-Poulenc pursues leading edge research 
and manufactures products to enhance all forms of life. One of our subsidiaries, Rhéne-Poulenc Rorer, discovers 
medicines that improve human health. Another, Pasteur Mérieux Connaught, continues a century-long track record of 
vaccine breakthroughs. A third, Rhéne-Poulenc Agro, invents solutions for improving the protection and quality of 
crops. And Rhéne-Poulenc Animal Nutrition together with Merial* create advances in animal health. All life sciences 
at Rhéne-Poulenc serve a single mission: to improve the health and well-being of people around the world. 


*50/50 joint venture with Merck & Co., Inc. http://www.rhone-poulenc.com 


e?? RHONE-POULENC 

















herà 


Meeting the needs of Asian sovereign borrowers in Philippines debt instrument and brings to US$ 1.5 
todays market environment takes real local under- billion the total amount raised by ING Barings in 
standing and commitment backed by a global international markets for the Philippines’ central bank. 
corporate and investment banking network of If you would like to know more about 
research, corporate finance and market skills ING Barings’ world-leading standards in trading 

Thats why Bangko Sentral ng Pilipinas ind placing Asian sovereign risk, we're there at 
turned to ING Barings to lead the first Asian www.ing-barings.com or facsimile: +852 2537 1569 
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Dealing in figures 


-Sir—One of The Economists 
many strengths is scepticism 
: about numbers. Yet month after 
-month (most recently in the June 


-o th edition) you cite the United 


. Nations’ estimate of $400 billion 

ayear for the world trade in illicit 
drugs as though it had the same 
authority as the United Kingdom 
census figures. The UN provides 
the flimsiest base for its figures, 
building extravagant assump- 
tions on the high end of Ameri- 
‘can estimates. This figure is at 
least ten times higher than any 
reasonable estimate. 

The admirably documented 
1995 American government esti- 
mate for American drug expendi- 
ture is $60 billion. It is unlikely 
that the figure for Western 
Europe is that high. The un’s own 
estimates for countries such as 
Thailand and Pakistan suggest 
that yearly per addict expendi- 
ture in poor countries is no more 
than $1,000. Realistic estimates of 
the world addict population are 
of the order of tens of millions at 
most. A generous estimate of 
total world retail expenditure is 
$150 billion. 

Furthermore, most of the 
American and West European 
expenditure on cocaine, heroin 
and other drugs goes to domestic 
distributors, representing com- 
pensation for the risks of impris- 
onment and injury incurred in 
that business. For example, the 
import price of cocaine is less 
than 20% of its retail price in 
America. The same is true for 
heroin, while marijuana is most- 
ly produced domestically. Asum 


me mam aa oaet oma se me et te thm ke HO th A A oO er Se nN aK om Dat NY mi ne 


Subscription Service 





~The Economist, 25 St James's Street, Lo 


of $40 billion in world trade 
flows from illicit drugs would be 
a very generous estimate indeed. 


PETER REUTER 
College Park, University of 
Maryland Maryland 





Russia's republics 


Sir—You give the impression 
that Murtaza Rakhimov and Kir- 
san Ilyumzhinov are typical of 
local leaders in Russia's outlying 
regions (“Naughty little tsars”, 
June 20th). In fact, they stand out 
because they are atypical. For 
example, Tatarstan’s president, 
Mintimar Shaimiev, has been re- 
elected in a fair contest because 
he is popular. He did not ban 
opposition. Similarly, Alexander 
Lebed in Krasnoyarsk, Ravil 
Geniatulin in Chita and Igor 
Farkhutdinov in Sakhalin have 
all been democratically elected. 
They are more typical. 

it would be unfair to suggest 
that people in Russia’s ethnic 
republics are somehow inca- 
pable of democracy. 
New York SABIRJAN BADRTINOV 
RECOPIER EAO EERDE A OEE BERRE NOE P cata cle a 


Parallel lines 


Str—Professor Hugh Hansen’s 
complaint (‘A grey area”, June 
Bth) that parallel importing 
“involves nothing more than free 
riding by people who create 
nothing” is surely groundless. A 
successful parallel importer adds 
value by shipping a product 
from where it can be bought 
cheaply to where it can be sold 
more dearly. 
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It is not clear if producers can 
reasonably argue that “in the 
long term the loss of revenue to 
brand owners will discourage 
them from investing in their 
brands.” This argument is based 
on two assumptions that are not 
self-evidently correct. First, any- 
one who buys a cheaper parallel 
import would otherwise have 
paid the full price for the same 
brand. Second, investing “large 
sums in building a brand's pres- 
tige” is necessarily as worthy a 
commitment as your use of the 
word “invest” would tend to sug- 
gest. Perhaps a smaller invest- 
ment in prestige building would 
let the producer sell more of his 
brand ata lower price, to the ben- 
efit of still more consumers. 


Eragny sur Oise, 

France MICHAEL WHITE 
na enn ae SO eee ee ETE ac ll 
Our song 


Str—The proCardiff slogan you 
attribute to a “local bard” (“Bay- 
watch”, June 13th) is in fact a 
slight variation of part of our uni- 
versity fight song:“P'm Tar Heel 
born, Tar Heel bred...” The 
phrase was coined in North Car- 
olina after the civil war. If civic 
pride really runs so deep in 
Cardiff, then perhaps one day a 
Cardiffian bard will be inspired 
to produce an original one-liner. 

PHILLIP BARBER 
Chapel Hill, University of 
NorthCarolina North Carolina 
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Republic warning 


Srr—Your leader says that it is the 
hereditary principle that most 
offends democracy (June 13th). I 
much prefer to see democracy 
offended by having our queen 
rule the United Kingdom, than 
the alternative possibility—Presi- 
dent Tony Blair. 
Bangkok 


PATRICK TAYLOR 


True confession 


Str—With the death of Fred 
Inbau (Obituary, June 13th) the 
law enforcement community 
lost an elder statesman who was 
held in high regard. Sadly, his 
contribution to improving inter- 
rogation owed more to the detec- 
tives’ craft than sound empirical 
science. The strategies he recom- 
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mended, though upheld in ‘the 
American Supreme Court, did lit- 
tle to achieve his aim ofa “search 
for the truth”. The use of decep- 
tion by interviewers (outlawed in 
England and Wales), and the 
focus on getting a confession, run 
very high risks, as two royal com- 
missions into criminal justice in 
Britain have shown. 

We will never know how 
many people have been wrongly 
convicted on the basis of unreli- 
able confessions. Some will have 
paid- the ultimate price when 
confessing to a capital offence. 
The number of cases where a mis- 
carriage of justice has occurred is 
ample evidence that law enforce- 
ment needs to move rapidly 
from its craft origins and become 
instead more scientific in its 
policies and practices. 

TOM WILLIAMSON 
Assistant Chief Constable 
Nottingham (designate) 





Money talks 


Str—It was Andrew Carnegie, not 
John D. Rockefeller, who wrote, 
“the man who dies rich dies dis- 
graced” (“The gospel of wealth”, 
May 30th). Carnegie wrote these 
words almost 100 years ago in the 
North American Review. 

mean Newton Minow 





Life and death matters 


Str—You say that caring for a 
species’ young is correlated with 
a longer lifespan (June 13th). 1 
believe you, and the scientific 
reports you quote, are in error. A 
lifetime spent rearing children is 
not longer than one spent other- 
wise; it merely feels longer. 
Portland, 


Oregon LAUREL HALBANY 


Sir—Female life expectancy has 
not always been greater than that 
of men. A Prussian mortality 
table for 1776 to 1845 shows male 
life expectancy (at age 21) to be 
39.5 years. Female life expectancy 
at the same age was 38.6 years. 
Does this mean that 18th and 
19th century Prussians were “new 
age” men who looked after the 
kids while the females con- 
quered Germany? 
Sydney RIÇHARD CORNWEL 
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TOP EXECUTIVES REQUIRED 


Services (IDS) is a new business unit established to manage the agency distribution system which 
and other sectors of the travel and transportation industry. This system has 90,000 agents. connect do 
processed $120 billion of revenue in 1997. The Managing Director of this new business unit is 

ving top executives to help him manage the operation from IATA’s offices in Geneva, Switzerland: _ 


Director, Operations 

f 00 operational staff in 85 locations throughout the world. This person will be responsible for managing . 

the operation and for delivering top quality service at the lowest possible cost to its airline customers, agents and 

other travel and transportation industry customers. 
Director, Information Systems 

business and the Director Information Systems will be responsible for developing and 

ing and communication systems that handle the flow of information (300 million 

urate and cost effective manner. 


Director, Finance 


The business this person will be responsible for developing and maintaining the || 


banking systems th ir in a timely and secure manner. This 
person will also deve i enf accounting systems required to run an 
efficient business. . 


Leading a marketing team, thi a ng strategy that will drive the 
design, development additi is person 
will be responsi 


Director, Passe 
Acting through the Passenger Agency Services Conferences, this person will establish world-wide commercial 
standards and policies in the global passenger transportation field, working closely with airlines, agents, governments 
and regulatory bodies. 


All candidates must have: 
University degree/postgraduate/professional qualification in a related discipline; 
« Aminimum of 10 years senior management experience in a relevant function and preferably five years senior 
management experience in the travel and transportation industry; 
Track record of success in dealing with complex, multidisciplinary projects; 
Proven leadership qualities; 
Highly developed commercial background with entrepreneurial flair; 
Broad international experience with a sensitivity for dealing with different cultures; 
Excellent spoken and written English; other working languages highly desirable; 


These are senior management positions and IATA will offer very attractive and competitive compensation 
packages to the right people. 


Further details on IATA and these positions can be found on IATA’s Website At www.iata.org. 
If you are highly motivated, and feel your skills and qualifications match our requirements for these positions, 


please apply by 24 July, with Curriculum Vitae to the Senior Manager, Human Resources, IATA, 33 Route de 
l'Aeroport, PO Box 416, 1215 Geneva Airport 15, Switzerland, or Fax No. 41 22 799 2629. 


| We thank all candidates for applying but wish to advise that only those who are shortlisted will be contacted 


MISTY JULY 4TH 1998. 




























RADIO FREE EUROPE 
RADIO UBERTY 


Radio Free Europe/Radio Liberty is seeking well qualified 
candidates to work as broadcast journalists for its new 
broadcasting service to Iraq. These will be one year 
contracts with the possibility to extend. Most positions 
will be located in Prague, Czech Republic, with 
correspondences in major Western and Middle Eastern 
capitals. Also sought are stringers in various locations. 
|- Radio Free Europe/Radio Liberty (RFE/FL) currently 
~ broadcasts in 23 languages to 20 million regular listeners in 
: Central and Eastern Europe and the former Soviet Union. 


Broadcast Journalists 
Iraq Service 


The successful candidates must possess a strong 
commitment to objective writing and reporting along 
with native fluency in Arabic (Iraqi dialect preferred). 
The ability to read and comprehend source materials in 

` English is paramount. Exceptional writing and analytical 
-Și skills along with a broad knowledge of the political, 

F social and economic currents in Iraq; and a general 
understanding of international affairs, particularly in 
RFE/RL’s other broadcast areas is a must. A degree in 
Journalism, Political Science or comparable experience in 
one of these disciplines, and a proven ability to work 
effectively with people from vastly different backgrounds 
is essential, as is the understanding of other broadcast 
area languages. A comprehensive knowledge of radio 
broadcasting practices and procedures is strongly 
recommended. 

























Please apply in confidence, sending your CV and cover 
~ letter to: 
in Prague: 
Judy Gardner, Human Resources Dept. 
Fax: 420-2-2112-3420 
E-mail: gardnerju@rferl.org 
Radio Free Europe/Radio Liberty 

Vinohradska 1 
110 00 Prague 1 
Czech Republic 





in D.C.: 
Dawnne Robinson, Human Resources Dept. 
Fax: 202-457-6974 
E-mail: robinsond@rferl.org 
1201 Connecticut Avenue, N.W. 
Washington, DC 20036 


Application materials must be received NLT 31 July 1998. 
No telephone calis will be accepted. 


RFE/RL is an Equal Opportunity Employer 
cs committed to workforce diversity. 

























ECONOMIST 


The Centre for Economics and Business Research Limited (CEBR} 
is a dynamic fast-growing economics consultancy ‘providing 
forecasts and quantified business solutions to a range of national 
and international clients, 






















We now have a vacancy for a graduate economist (minimum 2:1) 
with well developed quantitative skills. 





If you are commercially aware and creative 





If you want a high level of individual responsibility. 





If you enjoy being thrown in at the deep end. 





If you are interested in working for a wide variety of clients, 


Please send a CV to the address below, or send an email to 
egreenaway @cebr.co.uk 







You can find out more about us on our website at 
http:/ /www.cebr.co.uk 





Mrs Eleanor Greenaway. 
Director ; 
The Centre for Economics and Business Research Ltd 
Bartlett House, 9-12 Basinghall Street, London. EC2V 5NS 


Telephone: (0171) 600 6661 
Facsimile: (0171) 600-6671 









Economist/Public Policy Specialist, Kyiv 


| RAND, the world’s leading public policy research and | 
| analysis organization, seeks a dynamic individual to serve 

| as resident director of our technical assistance program in | 
| Kyiv, Ukraine. You should have sound economic skills, | 
| preferably with an emphasis on macroeconomics and fis- | 
| cal policy, and some experience in a public policy organi- | 
| zation. Familiarity with other areas of domestic policy | 
| (government auditing, education) and Ukrainian/Russian | 
| language skills are advantageous. A Ph. D. in a relevant | 
| discipline is preferred. You will be based at our partner | 
| organization, the International Center for Policy Studies, | 
| and will work directly with senior members of the | 
| Ukrainian government. RAND offers a competitive com- | 
| pensation package including a housing allowance. We | 
| anticipate the incumbent to begin in Kyiv in September or | 
| October. | 


Please send a c.v. and cover letter, by July 22 to: 
Kathy Mills. 
RAND 
1333 H. Street, NW 
Washington, DC, 20005 
fax: 202-216-5693 
e-mail: Mills@rand.org 
No phone calls, please 


An Amra ye Action/Equal Opportunity Employer , | 
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GUNN PARTNERS 


Unique International Management Consulting Opportuniti 


# Senior and Lead Consultants ¢ Project and Team ( 


About us: We are a niche international consultancy, rapidly 
expanding in Europe. We assist global companies to increase 
effectiveness, value and relevance of their financial, 
administrative and management processes. Our client list is 
outstanding, reflecting the quality and reputation of the firm, We 
operate in a collaborative non-hierarchical manner both 
internally and with clients. We deliver value through client teams, 
transferring knowledge and skills, to ensure the client’s ownership 
of and capacity for continued change beyond any engagement. We 
are seeking strong individuals in two areas: 


* Financial Processes and Organisation, including transaction 

process design and improvement, benchmarking and accounting 
organisation strategy, including planning of cross-border 

accounting units and/or potential outsourcing approaches 


* Decision Support/Business Partnership, including developing 

new structures, roles and skills sets to support key business 

decision makers, development of decision support models and 
` tools, and improved value/insight from management reporting 


Our primary need is for permanent staff in Europe. However, 
some associate positions and staff for Asia/Pacific are also 


being sought. 


About you: You have have several years 
experience in consulting/change managem: 
related areas. You have gained substan 
within a larger consultancy, or as part of an. 
You are motivated by guiding and develop 
make such changes happen, working at bt 
project level. You are keen to develop appr 
client’s environment. Working with a smal 
will be more motivated by the client’s suc 
the engagement. You are multi-lingual © 
working in many cultures. 


Our working environment is unique. We 
members live where they choose. We collabora 

the benefits of our success. If this interests you 

role, developing business and building client rela 
project lead role, guiding major elements 
programme, then please contact us (with CV, salary 
and geographic preference ~ Europe or Asia/Pacific): 


Gunn Partners, Geneva Office, Route de la Chapelle 3 
CH1212 Grand-Lancy, Switzerland. Fax +41-22-300-28-44 
e-mail: recruitment@gunnpartners.com 


CONSULTING IN COMPETITIVE ENERGY MARKETS 


CAMINUS 
ENERGY 


The company... 
Ẹ Caminus Energy is a leading energy consulting firm working at the 
forefront of the transition to introduce competition to European 

| electricity and gas markets. We have grown rapidly over the last three 

years, and demand for our services is continuing to grow in the UK and 

other European countries where they are liberalising and restructuring 
| their energy sectors. 

| Caminus Energy, based in Cambridge, is seeking highly motivated 
consultants excited by the dramatic changes taking place in the energy 
sector in the areas of competition, risk management, investment and 

„regulation. 


You... 
We are looking for candidates with the following attributes: 
© At least three years consultancy experience, preferably in the energy 
sector 
© Academic excellence in a numerate subject 
e A knowledge of economics, competition and regulation 
+ Strong problem solving and modelling capabilities 
© Well developed presentation and communication skills 
e Demonstrable project management and client liaison capabilities 
» © Fluency in Spanish, German or French would also be advantageous 


CAMINUS ENERGY VENTURES 
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Recent developments... 
Reflecting the dramatic changes taking place in energy markets. 
worldwide, we have recently created anew company, Caminus Energy 
Ventures, which is based in London and will provide comprehensive: 
consulting services and software technology to the electricity and gas _ 
industry. Caminus Energy Ventures wholly owns. Caminus Energy 
and has also acquired a majority interest in ZAI*NET Software LP, 


which is based in New York and London and is a leading developer l 
and provider of energy and financial trading and risk management al 


software. 


What we offer... ve 
The rewards of joining a successful and rapidly growing enterprise are 
manyfold: a competitive compensation package. with significant — 
bonus potential, opportunities for rapid advancement and career 
development within Caminus Energy Ventures, a stimulating team 
atmosphere, and a pleasant working environment. 

Please send a comprehensive CV, including current. compensation 


details, and a covering letter outlining your suitability for the position p a 


to: Dr Michael B. Morrison, Managing Director, Caminus Energy. 
Limited, Caminus House, Castle Park, Cambridge CB3 ORA; UK: = 
http://www.caminus. demons co.uk 
































LEGAL OFFICER POSITIONS 


The United Nations Compensation Commission (UNCC) in Geneva has a limited 
namber of current vacancies and would like to establish a roster of suitably qualified and 
„experienced lawyers fo work on the large numbers of claims filed with the UNCC by 
individuals, corporations and government and international organisations arising out of 
fraq's invasion and occupation of Kuwait in 1990/1991. 


fewer secretariat 
1 glyn street, london sell Sht, uk 
phone +44.171. 793 8383 


fewer , fax +44. 171.793 7975 
forum on early warning o 


e-mail: secretariat@fewer.org 
and early response 


















































The Legal Services Branch of the UNCC is organised in teams based on the nature of the 
claims received, the types of losses claimed, and other common characteristics. The 
snecessful candidates will be assigned to such teams based on their qualifications and 
experience. Several positions with management responsibilities are also available. 





Executive Director 
(United Kingdom or Switzerland) 


The Forum on Early Warning and Early Response (FEWER) is a new 
international consortium of 22 1GOs, NGOs and academic institutions (from 
Africa, Asia, North America, and East/West Ewrope) which produces conflict early 
warning reports for decision-makers at national, regional and international levels. 
Early warning pilot projects have been established in Central Africa and the 
Caucasus. The aim is to collect and analyse information on crisis prone/affected 
areas and develop reports with strategic responses for concerned parties. 





; will perform legal and factual research and analysis relating to the 
processing o ms, if cooperation with other legal officers, loss adjusters, accountants and 
other experts, in providing support to Panel(s) of Commissioners appointed to review the 
tlaims and recommend appropriate settlement. Team Leaders will, in addition, assume 
responsibility for planning, organising and managing the review of a specific category of 
claims, inchiding the supervision of legal officers and support staff assigned to that team. 














ul candidates will have extensive professional working experience in 

commercial btigation or arbitration, preferably gained in a reputable international law finn. 

{Experience in working with accountants, loss adjusters, or other litigation support experts 
will be an asset. 















“Required qualifications: 

Advanced university degree in law, 

-A minimum of two to eight years of professional work experience, depending 
on the post, in the areas identified above; 


FEWER now requires a dynamic Executive Director to lead the Secretariat 
(headquarters) of FEWER, and establish FEWER as an initiative with a significant 
international role in supporting conflict prevention efforts. The Secretariat is 
currently hosted by International Alert (London) and will, by future, be located 
either in Britain or Switzerland. The Secretariat is staffed by four people. 






























+ Fluency in written and spoken English 


















“Contract, One year, renewable, f . ; i i : 
The Executive Director will have extensive practical knowledge of early warning 


in conflict areas and the capacity to lead and develop FEWER. He/she will be 
responsible for fundraising, monitoring quality standards, and ensuring that 
member organisations are effectively supported in their early warning work. 
He/she has to be capable of engaging decision makers in a variety of states, 
NGOs, international organisations as well as working with researchers in 
academic institutions. The salary level is £35-40,000. FEWER is an equal 
opportunities employer. 


Immediate positions, as well as rostering for future openings 


Type and level of posts: Associate Legal Officer, P-2 
Legal Officer, P-3 
Team Leader, P-4 


Indicative minimum annual remuneration (including variable post adjustment): 
for P-2 US$64,550 (gross) / US$S2,806 (net) 
for P-3 US$79,396 (gross) / US$63,361 (net) 
y for P-4 US$96,370 (gross) / US$75,275 (net) 
The above figures are calculated before addition of allowances for staff members with 
. dependant family members, and deductions for insurances and pension contribution. 





For the job-description and additional information, please call/fax Sally Chin or 
Rohini Deshmukh at the Secretariat (tel: + 44 171 793-8383; fax: + 44 171 793- 
7975; e-mail: schin@fewer.org), or send an e-mail for automatic file transfer of a 
job description, overview of FEWER, and a sample report to: 
mailback@fewer.org with “job.doc” (no quotation marks) in the subject box, The 
deadline for completed applications is | August 1998. Interviews will take place 
on 28 and 29 August 1998. 


Given the expected high number of applications, only the shortlisted candidates will be 

contacted. 

Candidates should send a detailed Curriculum Vitae to: 

Executive Office, United Nations Compensation Commission, Palais des Nations, 
CH-1211, Geneva 10, Switzerland. Fax: +41-22-91 7-0382. 


Deadline: 18th July 1998 



























The ASIAN DEVELOPMENT BANK seeks highly skilled professionals who will be responsible for the identification, 
preparation, appraisal, and administration of Bank projects for developing member countries. The projects will be in the 
urban development, water supply, sanitation, housing, and tourism sectors. 


Hene Urban Economist Urban Development Specialist 


the premier 
vik an eal »> A degree of equivalent academic qualification in >» A degree or equivalent academic qualification in urban 
Economics. planning, municipal engineering; or public 
development > At least 7 years relevant experience in the administration. 
finance institution urban sector. At least 15 years relevant experience in the urban sector. 


> 
in the Asian and 3> Knowledge of the concepts and methodologies » Knowledge of the concepts and. methodologies for 


























Pacific region of economic analysis, including demand developing comprehensive, integrated urban 

ait ine assessment, least-cost analysis, cost-benefit development plans, including the cross-cutting issues 

Our staff come analysis, and contingent valuation methods. such as social dimensions, gender issues, environmental 
from over > Knowledge of the concepts and application of concerns, governance, and private sector participation, 


40 member financial analysis. 


countries The Duties will include the preparation of sector studies, urban sector profiles, technical assistance reports, and 
ofthe documentation for loan processing. The successful candidates wili also initiate policy dialogue with senior government 
ar officials, provide technical advice on urban development issues, and help develop appropriate institutional structures and 
Bank. operational procedures for project implementation and urban management. 


General Requirements: 
A thorough understanding of urban affairs and development trends in Asia; 
The ability to provide intellectual leadership to multi-disciplinary teams comprising Bank staff and consultants; 
Strong interpersonal skills and the ability to work effectively in a multi-cultural, international environment, and 
Good communication skills, including fluency in spoken and written English and the ability to write cornplex 
technical reports in concise language. 
We offer an internationally competitive remuneration paid in US dollars (normally free of tax, however the Bank is not 
liable to reimburse any tax amount due on Bank income as determined by candidates’ national authorities) and an 
excellent benefits package. Women are actively encouraged to apply. 

te PY Send CV and cover letter by fax or mail, not later than 18 July 1998 to: 


HUMAN RESOURCES DIVISION 

ASIAN DEVELOPMENT BANK ` 
P.O. BOX 789, 0880 MANILA, PHILIPPINES 

Fax: (63-2) 636-2550, http:/Awww.asiandevbank.org: ES 

; Only shortlisted candidates will be notified 


SARS 


BARËNTS 
GROUP*LLO— 
Development Alternatives, Inc. and the Barents Group, LLC are 
“leading U.S. consulting firms providing technical assistance to 
‘programs, projects and institutions worldwide. Currently, DAI and the 
| Barents Group seek long-term and short-term senior level economists 
_ for impending international donor-funded projects in Indonesia. These 


"| technical advisors will work with senior level Indonesian government 


| Officials-as well as officials from Bank ladonesia. Candidates must be 
able to provide technical expertise in: 


macroeconomic aspects of balance of payments 
trade and competition policy 
- fiscal policy 
monetary policy 
exchange rate policy 
debt issues 
economic modelling 


xf Positions require a Ph.D. in economics; at least 15 years experience 


‘| advising government/banking officials on monetary policy, exchange 


-rate policy, trade policy and fiscal policy; and work experience in Asia 
(preferably Indonesia). 


Interested candidates should send curriculum vitae by July 12, 1998 to: 
Jane Shichman, Senior Recruiter 


E-mail: jane_shichman@dai.com 
Fax: (301) 718-7968 


BMB is a prominent 


international consultancy 


DAT 


The American University in Cairo 
Providing quality higher education to the peoples of 
Egypt and the region since 1919 


Vice President/New Campus 
Development 


The American University in Cairo is building a new university campus’ on 260 
acres of undeveloped land east of Cairo. To oversee this historic project 
university has established a: new: position of Vice President. for New C: 
Development. The vice president will assume overall responsibility for supervi 
the project from planning through completion, including working with a projec 
management firm. The vice president will report to the president of the universi 


Qualifications include at least-an advanced degree in architecture, engineerir 
or related planning. discipline, and U.S. licensure in the appropriate: fiel 
Extensive experience in large-scale project management is required preferably: in 
university setting and an appreciation of the roles of information an 
communications technologies is relevant, Priority will be given to those. wii 
strong work experience in Egypt or the Middle East. 


Excellent human relations skills are essential. The candidate must be able to 
work effectively with university constituents, trustee committees, governmen 
agencies, and architectural and construction firms. 


The initial appointment will be for three years. The successful candidate willbe: 
encouraged to remain with the project through completion. In addition to 
competitive salary, an attractive benefits package includes housing, schooling, 
medical and life insurance, and annual home leave for an appointee and: famil; 
recruited from outside Egypt. 


The position is available immediately and will be filled as soon as. passible, 
Applicants should provide a c.v., salary history and five professional references 
from current and recent positions. Applications received before August 15 will 
receive priority consideration, and all will be handled in strictest confidence. 

The American University in Cairo is an equal opportunity employer. 


Dr. Kenneth H. Toepfer, Executive Vice President 
The American University in Cairo 
420 Fifth Avenue, 3rd Floor 
New York, NY 10018-2729 
Fax: 212-730-1600 


Consultants 


in our three key business areas: 


e Public sector development: public sector management/reform, public finance, 


based in the Netherlands, 


strategy development, local government strengthening and foreign aid coordination 


e Private sector development: enterprise support agencies, state enterprise restructuring/privatization, 


providing services in 


banking, SME development and investment promotion 


* Social sector development: social security reform, social safety nets, 


transitional and developing 


education, health, employment generation and labour market development. 


Applicants should have a relevant academic degree and at least seven. years’ professional. experience, 


A proven record of success is essential as well as good teamworking capabilities and excellent 


economies. We are 


currently expanding our 


communication and reporting skills. 


As BMB is rapidly expanding its activities in the Pacific, there are immediate openings for qualified: 
long-term experts with relevant working experience in island economies: 7 


+ Macro-economist to lead a team advising government on economic policy and management issues. 


network of long- and 


short-term. 


The succesful! candidate will have knowledge of labour and capital markets, investment regulations 
and public finance. Experience in on-the-job training is a distinct advantage. 


e Macro-economist with proven capabilities in strategy/policy development, public sector 


restructuring and privatization. 


e 
© Micro-economist with skills in banking, SME development and foreign investment promotion. 


© Public sector management specialist with expertise in public finance. administrative reform 


and capacity building. 


E-mail: bmb@arcadis.ni 
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SEND CURRICULA VITAE TO: BMB, Att. Mr Jan Dalmeijer. P.O. Box 550, 6800 AN Arnhem, 
the Netherlands. Telephone +31 26 357 71 11, telefax +31 26 351 78 61. 








The Gol intends to appoint a Global Advisor (GA) to examine various alternatives/options of disinvestment of its shareholding 
in ITDC. Incorporated in 1966, ITDC is the Central Government organisation in the Hospitality industry having a chain of 
Hotels, Duty Free Shops, Tourist Transport Services etc. 

The responsibilities of the GA will broadly cover 

Phase! - Examination of the various alternatives/options for restructuring of / disinvestment in / privatisation of ITDC. 
Phase 2 - Based on the mode of restructuring / disinvestment / privatisation approved by Gol, to advise and assist in 
executing the transaction. 


Submission of Expression of Interest 


Internationally reputed merchant / investment banks, consulting firms and financial institutions, with expertise in business 
and capital restructuring / privatisation / strategic sale, desirous of taking up this assignment are invited to submit Expression 
of Interest for selection as GA, singly or as a consortium by July 27, 1998 with the following information : 


and region. The details should 
cover the specific role played by the 
Bidder, the outcome and size of 
transaction. 


1. Full particulars of the constitution, | could affect the performance of the 
ownership and main business Bidder under this mandate as also 
activities of the prospective GA details of any past convictions and 
covering, inter-alia, its global pending litigation against the 
network and highlighting India sponsors / partners. 
presence. 

Unabridged annual reports or 
audited financial accounts for the 
last three years. 

Details of material pending litigation 
and contingent liabilities, if any, that 


coverage in relevant sector and 
region. 


(Govt. and Private sector 
separately) executed / under 
execution by the Bidder. Further 
break-up may please be provided 
for assignments in similar sector 


In case of consortium bids, 
the co-ordinating firm with principal 
responsibility for the mandate. 


| 

l 

| 

| 

| 5. Expertise including research 
| 

| 

| 6. 

| 


| 
| 
| 
i 4. Details of similar transactions 
| 
| 
| 


The above particulars should be provided year-wise (wherever applicable) for the last three years and separately for 
transactions in respect of India. The Bidders shall be shortlisted based on the above information. 

Bidders shall deposit alongwith two copies of their Expression of Interest, a non-refundable processing fee of INR 20,000 
(or US $ equivalent) by way of demand draft payable at New Delhi in favour of India Tourism Development Corporation 
Limited. Gol reserves the sole right to accept or reject any or all Expressions of Interest without assigning any reasons 
therefor. All potential Bidders are requested to approach for details and send their Expression of Interest to SBI Capital 
Markets Ltd., Consultant to the Gol in selection of the GA, at the following address : 


. The Dy. General Manager 
@ Corporate Advisory Services 


Æ| SBI Capital Markets Ltd. 


202, Maker Tower ‘E’, Cuffe Parade, Mumbai 400 005, india. Tel: 91-22-218 4704, Fax: 91-22-218 8332 
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Here is the news 


N A typical day in 1898, the Times of 
London led with its usual front page of 
advertisements; it then carried a page review- 
ing some recent novels; and then acres of cov- 
erage of the Balkan war. Altogether, the news- 
paper had nineteen columns of foreign news, 
eight columns of domestic news and three 
about salmon fishing. Exactly fifty years later, 
the front page still carried advertisements 
and the leaders commented on Italy, Canada, 
China and the crisis in Western civilisation 
(no change there, then). By 1998, the advertise- 
ments on the front page had been replaced by 
articles. There were six of them and only one 
was foreign; it was about Leonardo DiCap- 
rio’s new girlfriend. 

Here then is a modern paradox: that in this age of global- 
isation, news is much more parochial than in the days when 
communications from abroad ticked slowly across the world 
by telegraph. And here is another: that in this information 
age, the newspapers which used to be full of politics and eco- 
nomics are thick with stars and sport. 

Competition has shaped the modern Times. Unfair com- 
petition, according to some; Britain’s Office of Fair Trading 
said on July 2nd that it would look into the paper's aggressive 
pricing policies. Whatever the outcome of that inquiry, Brit- 
ain’s bitterly contested newspaper market, where Rupert 
Murdoch bust the unions in the early 1980s, has already 
shown where competition leads. The same goes for television, 
in America and elsewhere. News is moving away from for- 
eign affairs towards domestic concerns; away from politics 
towards human-interest stories; away from issues to people 
(see pages 17-19). 

To many this seems unambiguously a change for the 
worse—a dumbing down that panders to inanity, prurience 
and prejudice. If so, it would not be enough merely to retort 
that readers and viewers like it that way. The news is not a 
product like any other. People learn about how they are gov- 
erned from what they read in the newspapers and what they 
see on the television news. Unless voters know something 
about how they are governed, they cannot have an intelligent 
opinion about it. And without intelligent opinions about 
government, you cannot have a healthy democracy. 


Lightweight and easy to use 

Any politician who felt that the news was indeed being 
dumbed down would have a mighty hard time doing any- 
thing about it. When countries had one, or two, or three televi- 
sion networks, then governments could, in a polite sort of 
way, instruct them to carry lots of very serious reports about 
the opening of a power station. But as television networks 
proliferate, people can choose what to watch. Regulated net- 
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works tend to bore viewers. And there are 
some subjects which, however central to the 
workings of democracy, people will not pay 
attention to: it takes a lot, for instance, to 
make the British care about anything to do 
with Brussels. However, before democrats de- 
spair—or advocate draconian measures to re- 
store the news to its educative role—it is 
worth asking whether the dumbing down is 
really as dumb as it appears. 

For a start, the golden age of news was not 
all it is cracked up to be. On August 16th 1977, 
for example, ces led its bulletin with six min- 
utes on the Panama Canal treaty. A hell of a 
story, to be sure—but that was the day Elvis 
Presley died. Remember too that politicians and journalists 
who bemoan the fall in standards have an interest. Politicians 
bore people, and the less the news is controlled by the state, 
the less politicians can get their faces on television. For their 
part, journalists, like all producer lobbies, are full of nostal- 
gia: people whose heroes were the grand political columnists 
of yore dread being sent to cover “personalities”. 

For those who really want it, specialist information is 
more available than ever before, thanks to the falling costs of 
publishing and broadcasting information. Foreign newspa- 
pers are sold on the platforms of rural stations. Serious maga- 
zines and newsletters exhaustively analyse domestic politics. 
A universe of news and comment is available on the Internet. 

The worry, you might argue, is not that news junkies are 
no longer catered to, but that the unaddicted cannot rely on 
mainstream papers and programmes for basic information. 
Yet even the casual majority is better served by today’s editors 
than you might think. One shift in the nature of news, for 
example, is away from stories about governments and bu- 
reaucrats and towards companies and how they affect peo- 
ple—through food, health, the environment. In that, the news 
is following society as much as leading it: as the role of the 
state shrinks, so the private sector matters more. 

The lack of foreign news is a measure of world peace as 
well as of rich-world insularity. Compared with the momen- 
tous collapse of communism or the drama of the Gulf war, the 
world is a relatively quiet place these days. In Britain, at least, 
the decline in coverage of foreign news does not seem to have 
had much effect on people’s general knowledge. According to 
a poll carried out for The Economist (see page 19), they are, if 
anything, more clued up about the world than they were 20 
years ago. Column inches and air time are poor measures of 
influence. People absorb what interests them: if news is too 
worthy, it goes in one ear and out the other. 

At the same time, a new category of news is supplanting 
political issues: what Americans call “news you can use”— 
Stories telling people about how to get hold of new cancer 


u 
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drugs, or how to determine whether their child’s school is per- 
forming well. The focus may be narrow, but the effect is not 
trivial: telling people how to influence their local school or 
hospital is useful and gives them real political power. 

What of the dramas that take over the news from time to 
time—stories like O.J. the Louise Woodward case, and so on? 
Those, surely, are pushing at the frontiers of pointlessness? By 
no means. Behind them, quite often, is a big issue. The trial of 


OJ. Simpson was not just about a celebrity accused of mur- 
der, but also about race relations in America. Louise Wood- 
ward was not just a girl who killed a baby, she also repre- 
sented a real dilemma for mothers who go out to work. 

If Mr DiCaprio makes you despair at breakfast, remember 
that “dumb” is not necessarily stupid, and news that enter- 
tains may also be news that informs. And if all else fails, we 
need hardly add, there’s always The Economist. 





Intervene and be damned? 


Sometimes it is a risk that must be taken 


; È r the efforts of diplomats, the warnings of politi- 
cians and the forebodings of journalists, the Serbian 
province of Kosovo remains agonisingly on course to set off 
the next Balkan war. An air of inevitability seems to precede 
it, and pessimists use words like inexorable and ineluctable 
to describe the descent into a new round of Bosnian-like war- 
fare. In truth, even if the Serbs and Kosovars are hell-bent on 
fighting, a wider war is not inevitable—if the outside world is 
prepared to take action to stop it. But will the outside world? 
And if not, will, or should, a part of it? 

These are the questions that Kofi Annan, the United Na- 
tions secretary-general, was chewing over last weekend in a 
thoughtful speech on the subject of intervention. Mr Annan is 
for intervention—of the right kind. And so, it may safely be 
said, is everyone else. But what is the right kind? 

Not many people will nowadays make a case for the So- 
viet kind of intervention (in Hungary in 1956, Czechoslovakia 
in 1968 or Afghanistan in 1979). America’s intervention in 
Vietnam in the 1960s may get more support, though it re- 
mains intensely controversial, as do more recent American 
actions in Grenada in 1983 and Panama in 1989 (where “bad 
guys” were replaced by “good guys”). But India’s intervention 
in Pakistan in 1971 (to end the civil war in the east), Vietnam’s 
in Cambodia in 1978 (to get rid of the Khmers Rouges) and 
Tanzania’s in Uganda in 1979 (to oust the odious Idi Amin) 
would in retrospect arouse few people's criticism. 

The circumstances of these attacks—for that is what they 
were—varied greatly. But all were in reality acts of interfer- 
ence in the internal affairs of a sovereign country, though in 
each case some argument, good or bad, was offered to justify 
the action. The uN charter, after all, to which all the countries 
involved subscribed, protects national sovereignty in domes- 
tic affairs even from intervention by the uN itself. 

Naturally, Mr Annan upholds the charter. But he also up- 
holds intervention, especially when international peace is 
threatened or broken. Moreover, his experience in averting a 
showdown with Iraq earlier this year confirms his belief that 
effective diplomacy must be backed by force(and fairness). So 
his speech last weekend was in reality a plea for intervention 
in Kosovo. But for Mr Annan, unsurprisingly, that interven- 
tion can come only if the Security Council gives its permis- 
sion. And there's the rub, because unless his eloquence has 
changed minds in Paris, Moscow and Beijing, the Security 
Council is unlikely to give its approval. 

For interveners, the question then becomes one of 
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“Should we go it alone, and hope that history will put this 
action into the Pakistan-Cambodia-Uganda category, and 
not the more unpopular ones?” The answer is hardly straight- 
forward. So far at least, Serbia’s behaviour in Kosovo is far less 
heinous than, say, Pol Pot’s in Cambodia. Moreover, the 
Kosovars might well take the arrival of outside help as an 
opportunity for some brutal ethnic cleansing of Serbs (which 
is why NATO, if it does intervene, should be ready to put 
troops on the ground to stop any such nastiness). 

Mr Annan is as much troubled by atrocities carried out by 
tyrants at home as abroad. He, and other “new intervention- 
ists” like him, are haunted by memories of those who stood to 
one side while the Nazi terror unfolded in Germany or, more 
recently, while Hutus embarked on genocide against Tutsis in 
Rwanda. They point out that most wars nowadays are not 
international, they are internal; and perhaps three-quarters 
of the victims of modern warfare are civilians, not soldiers. 


When might is right 

In the case of Kosovo, Mr Annan seems to think that the aw- 
fulness of what is happening within Serbia’s borders should 
be enough to make the world, meaning the Security Council, 
sanction an intervention. And perhaps he will be proved 
right. But if indeed something akin to genocide is about to 
take place there, it seems absurdly legalistic to act only on the 
Security Council's say-so. It would, of course, be highly desir- 
able to win the Council’s backing before taking the extreme 
action ofan attack on the sovereign state of Serbia (technically 
Yugoslavia). But if that backing were not forthcoming, inter- 
vention should not automatically be ruled out, pace Mr 
Annan. History would not look kindly upon those who one 
day had to plead, “We would have stopped the terrible atroc- 
ities of Kosovo had the Russians not said no.” 

As it happens, a stronger case for intervention against Ser- 
bia rests on the threat to international peace—the wider Bal- 
kan war that is likely to break out ifthe fighting is not stopped. 
It would be highly desirable, again, were the Security Council 
to recognise this, and give its approval to NATO for appropri- 
ate action. But if the Council will not, then once again, the 
action should not automatically be blocked. The world has 
not yet reached the stage where its affairs can be conducted 
entirely according to UN rules. If it had, the West would in 
effect be giving Russia and China a veto over its foreign pol- 
icy. It is too soon for that, on Kosovo or anything else. 
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Take a letter, Miss Smith 


The reductio ad absurdum of America’s sexual-harassment law 


N MATTERS of unwanted sexual advances between 

men and women in the workplace, you may think it is 
impossible to stretch America’s law any further. The Supreme 
Court has already ruled, just last week, that employees need 
not have suffered any disadvantage in their job to bring a law- 
suit for harassment. They also ruled (in a case involving life- 
guards in Boca Raton, in Florida) that employers are to blame, 
even when they are miles away, for failing to prevent harass- 
ment among the staff. Meanwhile, the harassment itself re- 
mains in the eye of the beholder. A case was recently appealed 
as far as the Supreme Court in which a teenage building 
worker (poor dear) has sued for being mocked by his col- 
leagues because he wore an earring. 

Where will it end? Why, with the case of Smith v United 
States of 2021, in which, by a 7-2 majority (Antonin Scalia and 
Clarence Thomas dissenting), the court decided that Bobbi 
Mae Smith had been sexually harassed not only by her em- 
ployer, but by society at large and its agents. 

Her employers, Mcp Enterprises of Passaic, New Jersey, 
had taken every precaution. Each passage in the building was 
at least eight feet wide, and each corner was fitted with warn- 
ing lights, to prevent employees bumping into each other. In 
order to avoid unwanted sexual banter at the water-cooler, 
water and coffee were piped to each desk. Rubber plants 
(those provocative stalks, those succulent leaves!) were out- 
lawed. The use of sexually suggestive equipment, such as pa- 
per-clips or hole-punchers, was frowned upon. And just to be 
sure of removing any whiff of sexual incorrectness, Miss 
Smith communicated with her boss only by email, using a 
program designed to crash at the least indication of a rise in 
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body temperature at either end of the line. 

On the day in question, however, her boss summoned her 
to his office. Here, he proceeded to behave improperly. He 
was seated at his desk, somewhat closer than the four metres 
laid down by the court in Bumpkin v Ferguson (1999). His 
hands were not plainly visible (Asphaltic Surfacing v Simper, 
2001), and the blind was drawn, indicating that sexual con- 
gress was in his mind. He then requested her to “Take a letter, 
Miss Smith”. The word “take”, of course, was a sexual impera- 
tive, implying the dominance of the male and the submission 
of the female. “A letter” could be construed to mean a French 
letter, or a letter beginning any one of the 15,863 words in 
English that are capable of sexual interpretation. “Miss” im- 
plied fixation on the marital status of the plaintiff, even 
mockery of same. Miss Smith was so stunned that she remem- 
bered nothing of the rest of the interview, save reminding her- 
self over and over that she must call her lawyer. 

Some eyebrows were raised when the plaintiff decided to 
sue the federal government, rather than her employer. But Jus- 
tice Hillary Clinton, writing for the majority, said this was 
quite justified. Extending the principle laid down in Far- 
agher v City of Boca Raton (1998), if employers could be held 
liable for failing to provide an environment, stretching from 
City Hall to the sea, in which employees were not harassed, so 
too (when you think about it) could society as a whole—and 
its political representatives. As long as America remained a 
nation of roving eyes, wandering hands, whistling manual 
labourers and sexually provocative advertising, the govern- 
ment remained liable to a claim of sexual harassment from 
any woman, or man, in the land. That's progress. 





Let East Timor vote 


If Indonesia is correct in saying the East Timorese do not want 
independence, it has nothing to fear from a referendum 


ORE people than ever before took to the streets this 
week in Dili, the capital of East Timor. They were pro- 
testing against rule by Indonesia, which invaded in 1975, and 
formally annexed the territory the next year. Expectations of 
change have been mounting since President Suharto’s res- 
ignation in May, which was followed by an easing of repres- 
sion. They have been heightened by an unprecedented visit 
by a group of European Union ambassadors. The protesters’ 
main demand is modest: not the independence which many 
East Timorese believe is their birthright, but merely a referen- 
dum on their future status. Indonesia’s new president, B.J. 
Habibie, has offered East Timor an ill-defined “special sta- 
tus”, but still rules out a referendum. That is a mistake. 
It is an historical fiction to claim, as Indonesia does, that 
East Timor voluntarily agreed to annexation in 1976. The evi- 
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dence of the streets suggests it is equally untrue that only a 
minority of the East Timorese oppose integration with big 
brother. Indonesia likes to argue that this must be so since its 
23-year rule has done so much more for the economy than 
did 400 years of Portuguese colonialism. Certainly, Portugal 
exploited and neglected its colony, and left it in a mess in 
1975. It is also probably true that Indonesia spends more in 
East Timor—on woad-building as well as soldiering—than it 
does in other outlying “provinces”. Less probable, but just as 
irrelevant, is the assertion that East Timor, which is desper- 
ately poor and produces little of international value other 
than coffee, would not be a viable country. 

So far as Indonesia (itself facing economic collapse) is con- 


cerned, these are arguments for letting East Timor go, not for - 


bludgeoning a people into professing a gratitude they mani- 
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pendence: group, Fretilin, has leftish views. In 1975, the notion 
ofa South-East Asian Cuba could persuade America to ignore 
-= an act of international piracy. Now Fretilin has changed. 
And, unnoticed by Mr Suharto, the cold war has ended. 
In the world of real politics, rather than of truth and jus- 
tice, two arguments against a referendum deserve more seri- 
ous consideration. One is the fear that the secession of East 
Timor could start a chain reaction that would lead to the dis- 
integration of the whole country. It would certainly be wrong 
= to take Indonesia’s continued existence for granted. But East 
Timor is unique historically—in being part of the Portuguese, 
-not the Dutch empire—and legally: the United Nations still 
-regards Portugal as the administering power. 
>.” The second serious worry is that of civil war. That was the 
pretext for the 1975 invasion, and the East Timorese opposi- 
‘tion has remained fractious (see page 24). Indonesia can 
point to clashes last week between pro- and anti-integration 


festly c do. not feel. Likewise hex worry hat the main n pro-inde- forces. But these cashes can be pi 





m to one enduring 
legacy of the Suharto era: the reliance on dividing to rule. The 
integrationists’ demonstrations were not spontaneous. In 
fact, the most likely source of civil war in East Timor at the 
moment seems to be Indonesian efforts to provoke unrest. 

By allowing a referendum, Mr Habibie would be both do- 
ing the right thing and advancing his standing internation- 
ally. He would also be showing domestic sceptics that his re- 
formist talk is not just hot air. He might have trouble 
convincing his generals, for whom East Timor has been train- 
ing school, business enterprise and killing-field. But he could 
at least try, and the world has a responsibility to help him. At 
least 100,000 East Timorese have died of war or famine since 
1975, out ofa population of about 800,000. Countless people 
have been tortured. Everyone has known fear. Portugal, and. 
hence the European Union of which it is a member, has a 
duty to help make amends. It is time to bring to an end one of 
the sorriest episodes in Indonesia’s short history. 





-< at the World Trade Organisation 


-LMOST every day, it seems, huge multinational compa- 
LX nies decide to tie the knot, leaving trustbusters to worry 
- whether competition will suffer. But which trustbusters? In a 
deal such as that between WorldCom and mci, two American 
telecoms firms which between them control many of the 
Internet's fibres and routers, American officials may rule on 
_ the merger in one way, and those of the European Union the 
other. Antitrust authorities in India or Australia may fear that 
~ the merger will harm their consumers, but because little of the 
two firms’ business is in their countries be powerless to act. 

The obvious place to deal with such issues is around the 
bargaining table. At present, however, none of the plethora of 
multilateral institutions has competition policy within its re- 
mit. The European Commission proposes to rectify this by 
bringing competition into the ambit of the World Trade 
Organisation. The idea makes eminent sense. 

Undeniably, concerns about competition policy increas- 
ingly cross borders (see page 77). So far, trustbusters have ad- 
dressed them unilaterally or by co-operating on particular is- 
sues—but the record is patchy. In any case, initiatives of this 

kind enable powerful countries to screw concessions out of 

weaker ones and discriminate against non-signatories. It 

would be better to deal with competition policy multilater- 
-ally: The best forum is the World Trade Organisation, which is 
- increasingly hearing that national policies not only stifle do- 
“mestic competition, but keep out imports and foreign invest- 
-ment as well. Such issues were central to a recent American 

~~ complaint about Japan’s market for photographic film, and 
are a vital part of the negotiations over China’s and Russia’s 
applications to join the wro. 

America’s antitrust authorities—and no doubt some Euro- 
peans—think multilateral competition rules are unworkable. 
They argue that countries wouldn't agree on much, because 
60-odd wro members have no competition laws, and else- 
where rules differ and are enforced differently. The result, it is 
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< Co-operate on competition 


‘Competition policy increasingly overlaps with trade policy. It belongs 








argued, would be minimal standards that legitimise anti- 
competitive behaviour—and anyway the wro has neither the 
resources nor the expertise to cope with antitrust cases. 

The Americans are surely right to point out the difficulty 
of agreeing on a comprehensive set of competition rules. But 
total agreement on antitrust policy is not a prerequisite for 
useful talks at the wro. There are issues, such as the prohi- 
bition of cartels, where members agree and firm rules are pos- 
sible. At a stroke, countries without competition laws would 
acquire consistent basic rules. Other countries could, of 
course, choose to enforce stricter national standards. 


Talking points 

Where a consensus is unlikely, there is still scope for new pro- 
cedural rules. Members could agree to notify international 
mergers to the wro and consult other countries before acting. 
They could undertake to look into other countries’ com- 
plaints that “vertical restraints”, such as exclusive arrange- 
ments between manufacturers and wholesalers, unfairly re- 
strict trade. These are precisely the sorts of things America has 
agreed on in its pacts with the Eu and Canada. 

But what of American qualms about the wro’s lack of re- 
sources and expertise? They are misplaced, since the wro 
dealt successfully with complex competition problems in its 
telecoms-trade and intellectual-property accords. They are 
also inconsistent, since Washington tried to use the wro on 
competition issues in the case on photographic film. And 
they are somewhat hypocritical: if wro is cash-strapped it is 
partly because America voted to freeze its budget. 

It is unlikely that the wro willcome to a broad agreement 
on competition any time soon: But modest initial standards 
would be better than none, and would put competition pol- 
icy firmly on the wro agenda. In both ways they would serve 
as a foundation for stronger rules in the future. — 
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ANGLO AMERICAN 
POSITIONS ITSELF 
FOR THE FUTURE. 





“Our vision is to create an international group comprised of core, focused, dedicated, single commodity or industrial operating 
companies which are well positioned for growth and enhanced shareholder value, in order to meet the challenges and seize the 
opportunities offered by a changing business and political environment. 

Six major developments, including the disposal of non-core business, have characterised the significant progress made in 
implementing our strategy over the last year: 


In July last year the rebundling of Amplats consolidated its position as the world’s 

pre-eminent platinum producer with a single body of shareholders. 

In November we proposed the merger of all the Corporation's gold companies into Anglogold, the world’s biggest gold 
company with a market capitalisation of more than US$4 billion, now being listed in Johannesburg, London, Paris, 
Brussels and New York (in ADR form). 

In December we announced our separation from our associate De Beers and the simplification and clarification 
of our diamond interests. As a result De Beers becomes an even more tightly focused, one-product global company. 
Earlier this year Amic’s existing rationalisation programme was taken further with steps to focus on those sectors where it holds 
a sustainable competitive advantage. 

By merging our financial interests with those of RMBH in May this year, we helped create FirstRand, South Africa’s 
premier financial services group. 

In a sixth development we have disposed of our holdings in Lonrho and have an agreement to dispose of our 
interests in the Del Monte Group. 


We are encouraged by the positive reaction we have received to the progress of our 
strategy, which is both dynamic and ongoing. | am confident that the result will lead to a sound allocation of resources and will 
enable the group to meet the challenges and opportunities of the new millennium.” 


Julian Ogilvie Thompson 
© Excerpted from the Chairman's Statement, 1998 
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London Office: Angio American Corporation of South Africa Lid, 19 Charterhouse Street, London ECIN 6QP 
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Wherever you do business— 
sharpen your judgment 


with Country Reports 


Subscribe to two or more and another is yours FREE 





For regular political and economic briefings and short-term forecasts on any one of 
over 180 countries around the world, subscribe to Country Reports from the 
Economist Intelligence Unit. They provide the reliable, authoritative, independent 
intelligence you need when making crossborder business decisions. 


Aconsidered view—a rigorous approach 


In four quarterly reports, we analyse and explain events, adding value to news, 
rather than just reporting on developments as they occur. Our editors critically select 
the most reliable primary data available, freeing you to concentrate on their 
implications for your business. 


National events—international perspective 
Country Reports assess the impact of global and regional influences on local 
events, putting the economies you are tracking into context. This is achieved by our 
unique worldwide network of over 500 economists, analysts and correspondents. 


Standardised coverage—easy comparisons 
You can compare easily between countries using the 
standardised format. Each 2540 page Country Report 
scrutinises current events, assessing the political scene, 
economic policy, economy, and foreign trade and 
payments. The outlook section completes the 
analysis, providing concise 12-24 month 
forecasts. 


Quarterly reports—plus an Se aa 
annual overview 


Your subscription also includes a 
free annual Country Profile 
worth US$205. This is an essential 
background reference tool with 
coverage of historical trends, 
infrastructure and comprehensive 
five-year statistical tables. 


FREE subscription when you order by August 14th 1998 


At only US$425 ea Country Reports are a wise investment. And here’s how to 


gain an additional return. Subscribe to two or more reports and another 


(852) 2802 7288 
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THE NEWS BUSINESS 


Stop press 


NEW YORK, ATLANTA, LONDON AND BOMBAY 





Television news has become a battleground for the world’s big media groups. 
As they fight it out, they are changing the nature of news 


OON after nec launched a cable news 

service, MSNBC, with Microsoft in 1996, 
it moved its news-gathering operations 
from “Thirty Rock”, its swanky building in 
Rockefeller Plaza, to an industrial estate in 
New Jersey. The new newsroom has a rotat- 
ing anchor’s desk and a domed roof that 
can be lit by three rear-screen projectors. 
The studio is furnished with what is de- 
scribed as a “cybercafé”, for those casual on- 
air chats swapping web-gossip over a 
cappuccino; as a backdrop, a trompe l'oeil 
of clouds moving across an industrial sky- 
line. Behind the whizzy, high-tech facade 
are banks of workers—editors, reporters, 
writers—toiling away. This is a factory, not 
unlike scores of others in New Jersey. 

The news business used to be a craft, but 
now it has turned into a manufacturing op- 
eration. Look at the quantity of NBC's out- 
put: over the past two years, it has gone up 
from three hours of television news a day to 
27 hours a day, plus a constantly updated 
website. And that is with only a few extra 
reporters. Like the next factory owner, NBC 
has thought hard about how to screw more 
output from its workers. 

The TWA crash on July 17th 1996, 
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MSNBC's third day in action, put the new 
system through its paces. Before the expan- 
sion in output, a reporter on a big story 
would spend all day assembling an ele- 
gantly crafted piece for the evening news. 
The TWA crash, by contrast, was on MSNBC 
at 9.37pm, the moment they got the story, 
and eight minutes ahead of CNN (these 
things matter tremendously to the produc- 
ers of news). NBC’s New York affiliate sta- 
tion, WNBC, provided the first aerial pic- 
tures within an hour, and had a reporter on 
the scene in a boat. MSNBC did wall-to-wall 
coverage, and CNBC, America’s successful 
business channel, and nec did hourly up- 
dates. That is news manufacturing. 

NBC is an example of what is happen- 
ing across the industry. Until two years ago, 
America had three evening news shows, 
one cable news network and a couple of 
weekly news-magazine programmes. Now 
it has three evening news programmes, ten 
weekly hour-long news-magazine shows, 
three cable news networks, three cable busi- 
ness news networks, two sports news net- 
works and three news websites furnished 
with video. Britain, which until recently 
had three evening news programmes, now 


has four, plus two cable news channels— 
News 24, the BBc’s service, and Sky News, 
from Rupert Murdoch’s Sky tv—and one 
news website which offers video. 

The same is happening in the rest of the 
world. Until recently, CNN had the globe to 
itself. Now it is challenged by Bac World, 
the television version of BBC World Service 
radio. There is regional competition too. In 
Europe, CNN and the Bsc face Euronews, 
which Europe's public-sector broadcasters 
created after CNN's success in covering the 
GulfWar, and has now been bought by Brit- 
ain’s commercial news broadcaster, TTN. 
Meanwhile, Sky News is being carried by 
Telia Infomedia Television, the biggest ca- 
ble operator in Scandinavia. In India, Mr 
Murdoch launched Star News this year to 
compete with Tv1, a local service begun in 
1996, and India Tv, launched by Zee Tv this 
year. In Latin America, CNN launched CNN 
Espanol last year, to compete with cps's 
TeleNoticias and the Mexican Televisa 
group's Eco. The Arab world has two new 
local news services—Al Jazira, launched in 
1996 from Qatar, and Arab News Network, 
started last year by the nephew of Syria’s 
President Assad. 

Joining the babble are the niche news 
channels. CNBC is now expanding abroad. 
Bloomberg, which sells financial-informa- 
tion terminals, has now also got into busi- 
ness television, and CNN has launched 
CNNFN, though it has much ground to 
make up—as has its sports channel, CNNSI, 
which is pitting itself against the news 
channel launched by Espn, Disney’s hugely 
successful sports cable network. 


Who wants it all? 

News is changing partly because people's 
habits are changing. They can no longer be 
relied on to sit down to the evening news. 
“When I was growing up my parents came 
home from work, had dinner at half past 
five and watched the news at six,” says John 
Moody, vice president of Mr Murdoch’s 
Fox News, an arm of the group that will be 
partially floated later this year. “I don’t 
know anybody in my neighbourhood who 
has that regular a life.” 

According to the Pew Research Center, a 
research organisation in Washington, DC, 
the share of Americans who watch only the 
evening news programmes has fallen by 
half from 1993 to only 15% today. Twenty- 
four-hour cable services fit better with to- 
day’s diverse living patterns; and now the 
Internet is beginning to make a dent in the 
news market. In 1995, 4% of Americans 
used a news website; this year 20% did. 

If the demand for different sorts of 


17 






‘THE NEWS B 


producing it. Starting with the replacement 
of film by videotape in the early 1980s, 
making news has become progressively 
“-oguicker, cheaper and easier. Five years ago, 
~-a ten-minute satellite slot from Australia to 
` London would have cost around £1,200 
($1,800): now, it would be £300. Satellite 
newsgathering trucks, all the rage for do- 
mestic coverage, cost a lot; but stick a re- 
porter in front of one, plug him in, and you 
get hours of virtually free live news. 

Now pictures are moving from video- 
tape to computers. In an advanced news- 
room, journalists write and edit pictures 
» simultaneously. And as the technology is 
changing, so are working practices. Chris 
Shaw; editor of Britain’s 5 News, produces 
an hourly: news update with four people, 
«who edit, write, man a camera, mix sound, 
mix vision, time, run the teleprompt, trans- 
mit and present the bulletin. 

Television news is thus becoming less 
ofa performance—more like print journal- 
ism than the movies. This pleases compa- 
nies, because their costs have been falling. It 
also pleases journalists, as they can travel 
without a retinue of grumbling techni- 
cians. Mr Shaw remembers a week-long 
trip to Iran a few years back: the crew of five 
people and half a ton of their equipment 

‘ost £15,000 as well as an extra £2,500 in 
excess-baggage charges. Now, he says, two 
` people would go, armed with a tiny camera 
anda laptop editing machine. 


‘Too much news 

“The: danger is that a massive increase in 
“news means that there is a glut of the stuff. 
- After all, consumer demand is only one of 
‘the reasons why companies produce news. 
There is not room for two cable news net- 
works to make money in Britain, for exam- 
ple. But the Bac is financed bya tax and Mr 
Murdoch may maintain Sky news because 
news is a tool of influence. News is also sub- 
ject to the whims of governments (Germa- 
ny’s Lander, for instance, have the power to 
approve or reject cable channels); it is a 





news is affecting output, so is the cost of branding exercise 


ise (America’s networks: re- 
gard their evening news programmes as 
their stamp of character); and it is advertis- 
ing (Bloomberg Television is a way of pro- 
moting the terminals). 

Some news services are bound to fold. 
In Asia and Europe competition has al- 
ready led Dow Jones to merge its Asia and 
Europe Business News channels with CNBC 
earlier this year. In America the evening 
news programmes’ audiences are dwin- 
dling (see chart). nec has responded by 
marginalising its evening news, which is 
now just one of several products from its 
news operation; ABC junked well-devel- 
oped plans to go into cable in favour of a 
website; CBs seems frozen in the headlights. 
In Britain, broadcasters want to shift the 
main commercial evening bulletin from its 
prime-time slot and replace it with some- 
thing more advertising-friendly; but the 
politicians, who like to be on television in 
prime time, are resisting. 

Cable services are struggling simply to 
reach viewers. Programmers usually charge 
cable operators for their material, but 
America’s new cable news networks are 
paying to appear. Each subscriber costs Mr 
Murdoch’s Fox $10 in “marketing support”, 
which goes to cable systems that carry it. 
Since almost nobody watches Fox News or 
MSNBC, advertising revenue does not make 
up the shortfall and both of them are losing 
money hand over fist. CNN’s ratings are still 
way above those of its competitors, but 
even it is feeling the squeeze: it has just cut a 
quarter of the jobs at CNN Headline News, 
its second news service. 

The more national and regional news 
there is, the bigger the problem for the 
global news services. Once upon a time the 
BBC's World Service radio satisfied a real 
demand. In miserable countries with lying 
governments, the World Service was the 
only reliable source of information. But 
these days, there are few places in the world 
where you cannot get television free from 
state control; anyway, today’s freedom- 
fighters can always use their laptops to log 
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on to CNN, BBC, ABC, MSNBC, Or... 
CNN’s response is to editionalise. It has 
broken its service into three regions and is 
expanding into Spanish-and German-lan- 
guage programming. Governments permit- 
ting, CNN will go further down that road, 
becoming a global provider of news ser- 
vices, rather than a provider of a global 
news service. But BBC World is stuck. The 
BBC cannot make money asitis, but neither 
can it afford to follow CNN's strategy—in- 
deed, a shortage of cash means the BBC is 
cutting back on original programming. 


The water-cooler rules 


To the viewer, all this competition has al- 
ready influenced what counts as “news”. 
The biggest impact is in countries such as 
India, where news used to be ribbon-cut- 
ting exercises by politicians. Competition 
has made news watchable—even on Door- 
darshan, the state-owned broadcaster. Indi- 
ans called this year’s election the country’s 
first television election. Everybody 
watched the three local news channels and 
Doordarshan: print media, BBC World and 
CNN were marginalised. 

Television is already changing Indian 
politics. It has created an unlikely constella- 
tion of new political stars. Laloo Prasad 
Yadav, for instance, a politician from Bihar, 
has a rough village rhetoric that works won- 
derfully on the screen. Sonia Gandhi, Raj- 
iv’s widow, charmed India with her gaunt 
beauty and heavily accented Italian Hindi. 

Some say television was responsible for 
the unusually high turnout; some that it 
created new alliances, as voters in cities 
found common cause with voters in vil- 
lages whose televised complaints they 
shared. It certainly helped to keep the vot- 
ing honest: television pictures of ballot pa- 
pers strewn around voting booths in con- 
stituencies in Bihar led to several repolls. 

In developed countries, where televi- 
sion news was already watchable, the ef- 
fects of competition are more controver- 
sial. The quality is falling, say some 
reporters, as resources are stretched to their 
limit. Instead of thoughtful, finely crafted 
packages, the evening programmes are 
now filled by the same space-filling mate- 
rial as the cable networks. And cost struc- 
tures are visibly driving content: the satel- 
lite trucks mean endless “here | am on the 
spot” reports; the helicopters lead to end- 
less pile-ups and car chases. 

The content is changing in other ways 
too. News is getting more parochial (see 
chart on next page). This may be a response 
to events: abroad it less exciting than it was 
in, say, 1991, during the Gulf war. Neverthe- 
less, according to the Tyndall Report, which 
measures the American networks’ output, 
the share of foreign coverage has fallen 
even when compared with the duller days 
of the mid-198o0s. Although: no: figures are 
available for Britain, a quick look at some. 
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Are people more or less ignorant than they were? In order to 
get some measure of what has happened to general knowl- 
edge about foreign affairs in Britain, The Economist commis- 
sioned MORI to replicate a study done nearly 20 years ago, 
asking people to identify foreign leaders, and their countries, 
from their photographs. People seem to be a little less igno- 


Britons look abroad Who is this world leader, and what country does he represent? % in Britain answering correctly 
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rant than they were, but there were some curious wrinkles in 
the figures. Londoners were best-informed, and Scots worst-, 
with Wales and the rest of England somewhere in between: 
45% of Londoners, for instance, recognised Helmut Kohl, 
compared with 19% of Scots. And men are far better-informed 
than women: 51% of men got Mr Kohl, and 29% of women. 














BBC news programmes from 20 years ago 
shows more facial hair and more foreign 
coverage. Certainly, in those days ITN 
would not have reported India’s nuclear 
test after the commercial break, following a 
story about a man in the Amateur Swim- 
ming Association. 

News is also shifting its focus away 
from politicians. There are fewer Congres- 
sional hearings or parliamentary wrangles 
and more features from fly-over country or 
Middle England. The public sector features 
less and the private sector more. The num- 
ber of political reporters is shrinking and 
the number of consumer-affairs correspon- 
dents growing. The few remaining 
politicised citizens in California would 
have been hard put to find out anything 
about the governor's race: until a couple of 
days before the poll, it featured on televi- 
sion only through paid-for commercials. 

The way stories are covered is also 
changing. The new fashion in America, 
which is seeping into Britain, is “news you 
can use”. This means stories that are about 
you: how you are being ripped off, or how 
you can improve your life. The subjects 
most susceptible to this treatment are edu- 
cation, taxation, and health, health, health. 
NBC News has recently pulled ahead of the 
pack, and its pushy news supremo, Andrew 
Lack, who describes himself as “America’s 
news leader”, is credited with inventing 
this formula. Now Asc and ces are follow- 
ing NBC—as is Britain, where this style was 
first adopted by 5 News and is now being 
tried by its competitors. 

The latest fashion in news is the obses- 
sion with “water-cooler stories”. The water- 
cooler in America is the coffee machine in 
colder climates—the place where office 
workers stand around and gossip. Water- 
cooler stories must have recognisable char- 
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acters and a developing drama. The model 
was O.J. Simpson, which television loved 
from the moment that it broadcast the car 
chase that led to his arrest; closely followed 
by Louise Woodward, the young British 
nanny accused of murdering her charge, 
whose plump-faced panic somehow 
proved magnetic on camera. 


Woolly 

News organisations chasing water-cooler 
stories have come to behave like sheep. In 
any other industry, competition drives 
companies to differentiate their products. 
But in the news business, competition 
seems to push news editors not so much to 
find something interesting and new, but to 
pour resources into the same old story. 
“Viewers find there’s nowhere to go to get 
away from this stuff,” says Andrew Kohut of 
the Pew Research Centre. Louise Wood- 
ward's trial offered the sharpest illustration 
of the telesheep mentality: all three net- 
works broke into their normal program- 
ming for 45 minutes to report the verdict. 





Hot stuff at the water-cooler 


News editors argue that when their cov- 
erage of the big stories shrinks, so do their 
ratings. Yet the ratings may be misleading. 
According to Mr Kohut, there are always a 
few people who are obsessed with a water- 
cooler story, while the great mass of viewers 
is somewhere between mildly interested 
and bored. The hardcore is quicker than the 
rest of the population to reach for its re- 
mote control, so its preferences show up 
most clearly in the ratings. Meanwhile, the 
disaffected mass may drift slowly away to 
other forms of entertainment. 

This partly explains the apparent 
contradiction between public irritation at 
the coverage devoted to the Monica Lew- 
insky story and the fall in the ratings forany 
programme that tried to avoid it. Defensive 
news editors saw this as hypocrisy; but it 
may simply have been the obsessive few. Ei- 
ther way, the episode has damaged the 
standing of the American media. 

The news organisations’ soul-searching 
about Ms Lewinsky shows how hard it is to 
respond to competition. Most viewers 
want to be entertained and moved—and 
news is better at this than it was—but they 
do not like the grubby feeling that too 
many intern stories give them. Britain’s 
newspapers, which operate in an even 
more competitive market than American 
television, have found this to their cost. Peo- 
ple are dropping the downmarket tabloid 
newspapers in droves—perhaps because 
they want a better self-image, perhaps be- 
cause they just want something more sub- 
stantial to read. 

There is a lesson in there for television. 
There is nothing wrong with treating news 
as a product for sale; but you must treat it 
carefully, because it contains ingredients 
like trust and decency that spoil easily. 
—<—<—<—<—<$<—$<$—$< i... E) 
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Serb forces fighting to keep 
the province of Kosovo Ser- 
bian recaptured an impor- 
tant coalmine from ethnic-Al- 
banian separatist guerrillas. 
Robert Gelbard, an American 
envoy, annoyed Europeans 
who want to negotiate 
mainly with Kosovo's peace- 
minded president, Ibrahim 
Rugova, by meeting guerrilla 
representatives. 


A Serb war-crimes suspect, 
Slavko Dokmanovic, hanged 
himself days before a tribunal 
in The Hague was to give its 
verdict on whether he had 
helped massacre at least 200 
Croats and others in 1991. 


Northern Ireland's assem- 
bly set up under the prov- 
ince’s peace agreement held 
its inaugural meeting. David 
Trimble, leader of the Ulster 
Unionist Party, was chosen as 
“first minister”; Seamus 
Mallon, of the nationalist 
SDLP, will be his deputy. 


A group of American state 
and local officials opened the 
way to sanctions against Swit- 
zerland’s two biggest banks 
after negotiations over the 
restitution of assets to Holo- 
caust survivors broke down. 


Poland’s government ap- 
proved a plan to cut the num- 
ber of people who work in 
coal and steel by half over 
five years and said it would 
cut tariffs on steel imports. 


Too few Portuguese voted to 
pass their country’s first ref- 


20 





| 





JULY 4TH 1998 


erendum, a measure that 
would have made abortion 
easier. 


An earthquake in Adana in 
southern Turkey toppled sev- 
eral buildings and killed at 
least 140 people. 


Romania’s GDP fell by 9.4% 
in real terms between the first 
quarter of this year and the 
same period in 1997. 


After 12 years as part of the 
Basque regional government, 
Spain’s Socialists walked out. 


Free speech 


China allowed live broad- 
casts of Bill Clinton’s com- 
ments on the Tiananmen 
Square killings, Tibet and 
other touchy issues during the 
president's state visit. Mr 
Clinton later visited Hong 
Kong, which was returned to 
China a year ago. 





Hong Kong's $20 billion air- 
port at Chek Lap Kok was 
opened by China’s President 
Jiang Zemin, replacing Kai 
Tak (above), the town-centre 
airport used since 1930. 


Joseph Estrada was sworn in 
as the 13th president of the 
Philippines. He promised to 
continue market reforms and 
to make war on “crooks in 


| government”. 


Pakistan and India ex- 
changed heavy fire across 
their border in the disputed 
territory of Kashmir. Thirty 


| ans were reported to have suf- | 


| The United Nations refugee 


| 
| 
| 





Pakistanis died and the Indi- 


fered “heavy losses”. 


agency said it had repatriated | 
its four-millionth Afghan ref | 
ugee, but 2.6m Afghans were | 
still waiting to go home. 


Men in black 


In a flurry of rulings at the 
end of its term, the United 
States Supreme Court de- 
cided that the line-item veto, 
by which presidents can re- 
move individual items from 
budget bills, is unconstitu- 
tional; that lawyer-client con- 
fidentiality survives the death 
of the client; and that em- 
ployees can sue for sexual ha- 
rassment even when they 
have suffered no job discrimi- 
nation for resisting sexual 
advances. 


A federal judge dismissed the 
tax-evasion charges against 
Webster Hubbell, a friend 
of President Clinton. 


The Central Intelligence 
Agency, apparently stung by 
its failure to predict India’s 
nuclear tests, announced that 
it was recruiting the largest 
number of new spies in its 
history. 


The ELN, the smaller of Co- 
lombia’s two big guerrilla 
groups, said it was ready to 
talk to the new president, 
Andres Pastrana, when he 
takes office in August. 


In Venezuela, its budget 
fiercely squeezed by low oil 
prices, the finance minister, 
Freddy Rojas Parra, resigned. 
Meanwhile, a challenger to 
the front-runner for the presi- 
dency, Hugo Chavez, seemed 
to be gaining strength: 
Henrique Salas Romer, fa- 
voured by business. 


Brazil’s government gave up 
hope of pushing its long-de- 
layed pension-reform bill 
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through Congress before the 
October elections. 


| Buried hatchets 





Hopes that Nigeria would re- 
lease its political prisoners 
rose after Kofi Annan, the UN 
secretary-general, met Mosh- 
ood Abiola, jailed winner of 
the annulled 1993 election. 


President Ezer Weizman of 
Israel urged Binyamin 
Netanyahu, the prime minis- 
ter, to call an early election. 
Mr Netanyahu accused him 
of siding with Arabs. They 
agreed henceforth to disagree 
only in private. 


An American jet fired a mis- 
sile at an Iraqi radar station 
after it locked on to patrol- 
ling British aircraft. Iraq 
called the attack an act of un- 
justified aggression. 


A UN report has accused the 
army that brought Laurent 
Kabila to power in Congo of 
killing thousands of people as 
it crossed the country last 
year. President Kabila said the 
report was full of lies. 


Gnassingbé Eyadéma, who 
has ruled the West African 
state of Togo for 31 years, was 
declared winner of the recent 
presidential election. EU and 
American observers said the 
election was fraudulent. 


Talks to end three weeks of 
fighting in Guinea-Bissau 
broke down. Nearly half the 
population is reported to 
have fled their homes. 
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Solutions? 


Japan tried to ee its bank- 
ing crisis with a ¥13 trillion 
($94 billion) restructuring 

“plan. The most troubled 
banks will be taken over by 
the government; which will 
“try to.clean them up and sell 
them within three years. 
“Bridge banks” will lend to 
supposedly sound borrowers 

_ | imorder to avert a credit 

crunch. 





Japanese bank mergers 
continued. Sumitomo Trust & 
Banking Co said it will join 
the Long-Term Credit Bank of 
Japan (ttc) to form the 
“country’s second-largest bank 
with assets of $310 billion. 
But some western bankers 
“(not to mention some manag- 
ers at Sumitomo) fear that 
LTCB’s bad loans may exceed 
the $10 billion officially re- 
ported. 


Russia’s government showed 
its teeth in the battle to 
squeeze more tax out of big 
business. Having threatened 
to seize the assets of 
Gazprom, the country’s larg- 
est corporation, it said a 
“debt accord” had been 
reached with the company. 














-Mergers and acquisitions 
-in America reached a high of 
$949 billion in the first half 
of 1998, beating 1997's full- 
year record of $926 billion. 
Wheeling and dealing in the 
‘banking sector accounted for 
more than a fifth of all activ- 
“ity, followed by telecommuni- 
cations, and radio and televi- 
sion. A strong stockmarket 
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and robust American econ- 
omy may push total deals as 
high as $1.7 trillion by the 
end of this year. 


| Rumours of a possible merger 
between European automak- 

| ers Volkswagen and Volvo 

| were revived by a “secret” 
visit of vw's chairman Ferdi- 

| nand Piéch to Volvo’s Swed- 
ish headquarters. vw is said 
to be interested in combining 
Volvo's power in heavy trucks 
with its own strengths in light 
commercial vehicles. 


| 
| 
| 
| 
| 
| 





] 











American consumer confi- 
dence reached its highest 
level in 29 years. Americans 
remain optimistic about their 
economic prospects, despite 

| the turmoil in Asia and ques- 
tions about the stockmarket’s 
| current level. 


Monsanto, an American bio- 
technology company, spread 
itself further, buying the inter- 
national seed business of 
America’s Cargill, for $1.4 bil- 
lion. The deal is the latest in 
Monsanto's $8 billion spend- 
ing spree on seed and biotech 
businesses, and opens valu- 
able overseas markets for the 
company’s genetically modi- 
fied crops. 





Groupama, a French in- 
surer, bought the French gov- 
ernment’s 87% stake in GAN, 
another insurer, for FFr17.3 
billion ($2.9 billion). 





PowerGen, Britain’s third- 
largest power generator, won 
East Midlands Electricity 
for £1.9 billion ($3.2 billion). 
PowerGen’s last attempt to 











| buy a regional electricity 
company was thwarted by the 
British government in 1996, 
and it may face opposition 
from the nation’s electricity 
regulator. PowerGen is also 
negotiating an alliance with 
Houston Industries, an Amer- 
ican electricity and gas utility. 


Splitting apart 


Rupert Murdoch's News 
Corporation, which owns 
20th Century Fox and the Los 
Angeles Dodgers baseball 
team, announced that it will 
bundle its film, television 
and sporting assets into a 
new company called Fox 
Group and sell 20% of it by 

| the end of the year. The sale 
could raise $4 billion for 
News Corp and boost the 
firm’s share price by untan- 
gling its publishing and 
entertainment interests. 





America is privatising the na- 
tion’s uranium-enrichment 
business in a $3 billion deal. 
This includes a stockmarket 
flotation of United States En- 
richment Corp which con- 
verts “natural” uranium into 
the rarer isotopes used in nu- 
clear power plants and 
atomic bombs. Some congres- 
sional critics are concerned 
that the sale will jeopardise 
the uranium trade between 
America and Russia. 





Rockwell International is 
spinning off its semiconduc- 
tor business and cutting its 
workforce by 9%. What re- 
mains of Rockwell will de- 
vote itself to aircraft avionics 
and industrial automation, 
now suffering from the tur- 
moil in Asia. Also struggling 
is Veba, a German industrial 
conglomerate, whose shares 

| tumbled after the firm said 

| that its profits may be disap- 
pointing. 





Slipping up 


The South African rand slid 
| toa new low against the dol- 
























lar. The Pakistani rupee and: 
Mexican peso also suffered, as 
did the Canadian, Australian _ 
and New Zealand dollars. 


Swedish ball-bearing manu 
facturer SKF will lay off 
4,000 workers within two . 
years and continue restructur: 
ing to cope with the fall-out. 
from Asia, A floundering 
economy is pushing Japanes 
producers outside their hom 
market, and a cheap yen is. 
boosting their overseas sales 
at skF’s expense. The com- 
pany expects little i improve- 
ment in its fortunes for at 
least another year. 


Microsoft postponed the 
next release of its Windows ` 
NT operating system until the 
summer of 1999, allowing 
fine-tuning of the software. 
The delay had little effect on 
Microsoft's share price, as ` 
such tinkering is not expect 
to offset the company’s pro- 
jected 1999 sales of $17 ` 
billion. 
























A banana split opened be- 
tween America and the Euro- 
pean Union. American offi- 
cials are threatening trade 
sanctions against the EU un- >. 
less it genuinely opens its ba- | 
nana markets to American © = 
and Latin American compa- 
nies. EU farm ministers have 
agreed on new import rules 
to answer WTO concerns 
about unfair trading. But 
Americans say that the new 
regulations still favour Afri- 
can, Caribbean and Pacific 
producers. 


Plane maker Airbus cheered |. 
a large order from us Air. The | 
airline wants up to 30 A330: 
jets, worth as much as $37 
| billion. me 
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BEING 


The Clinton and Jiang show 


For the most part, Bill Clinton got a good press during his visit to China, but 


what did Jiang Zemin get from it? 


ILL CLINTON had not long been in 

China before his American tormen- 
tors began to change their tune. Stories that 
Mr Clinton was embarrassed by the brief 
detention of a handful of dissidents and 
China’s denial of visas for some journalists 
turned to grudging respect when 100,000 
ordinary Chinese welcomed him in Xian. 
But what really made the difference was a 
debate with China’s president, Jiang Ze- 
min, on June 27th. This was broadcast live 
on state television. Mr Clinton expressed 
America’s disapproval of the Tiananmen 
Square killings in June 1989 and criticised 
China’s behaviour in Tibet, calling for a di- 
alogue between Mr Jiang and the Tibetans’ 
exiled leader, the Dalai Lama. Two days 
later a speech and lively question-and-an- 
swer session with students at Beijing Uni- 
versity was also broadcast live. Mr Clinton 
stoutly defended American principles and 
said they would be good for China too. 

The last-minute decision by the Chi- 
nese authorities to allow these events to be 
broadcast live took even the Americans by 
surprise. Mr Clinton’s visit replaced the 
World Cup as the capital’s main topic of 
conversation in this lively week. 
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Mr Clinton took his campaign style to 
China. Officials among his huge entourage 
were flushed with delight that the presi- 
dent’s mix of empathy, robustness and 
good humour appeared to go down so well. 
The Chinese had not heard criticism of off- 
cial policy aired in this way before. It came 
as a surprise to many to hear that the man 
whom most Chinese know as “the splittist, 
so-called Dalai Lama” was, according to Mr 
Clinton, a nice, holy man whom Mr Jiang 
might like to meet. The “June 4th incident”, 
as the Tiananmen killings are known in of- 
ficial jargon, is rarely mentioned by the 
state media. Mr Jiang said nothing startling 
about Tiananmen in reply, only that stabil- 
ity today would not have been possible 
without an iron fist then. 

Yet the fact that he said anything at all 
in defence of the tanks was remarkable. 
China has only once before seen a political 
leader in a free-wheeling press conference: 
Zhu Rongji gave one when he became 
prime minister in March. The country had 
never seen its president in lively debate. For 
some of the time at least, Mr Jiang even ap- 
peared to enjoy himself. The exchange has 
given the Chinese a new image of their 





leadership, which may be one reason why 
Mr Jiang did it. 

Another is that Mr Jiang may have con- 
sidered the resumption of “normal” rela- 
tions with America, nine years after Tian- 
anmen, important enough for him to 
adopt this American way of doing things 
during Mr Clinton’s visit. Mr Jiang cer- 
tainly longs for stature on the world stage 
in a way that no previous Chinese commu- 
nist leader has done. He clearly enjoyed the 
pomp and attention accorded his own 
state visit to America last autumn, and is 
said to have considered it a matter of 
honour that the welcome he received 
should be reciprocated in full. Indeed, 
many Chinese think Mr Jiang may have 
turned into something of an 
Americanophile. 

Yet the greater openness also reflects 
changes in Chinese politics. Since the death 
of China’s paramount leader, Deng Xiao- 
ping, early last year, a good deal of wooden 
dogma has disappeared from the Commu- 
nist Party’s words and deeds. The state me- 
dia have become somewhat more cosmo- 
politan and adventurous: it is no longer 
considered daring to expose party short- 
comings, at least at the local level. 

Mr Jiang and Mr Zhu both vigorously 
promote greater “democracy” at the grass- 
roots as a way of achieving more account- 
ability. And they probably agree, up to a 
point, with MrClinton’s assertion that civil 
liberties underpin economic development. 
At the least, a more relaxed political climate 
helps undermine left-wing opposition to 
their painful economic reforms. 

Some believe that Mr Jiang intends to 
introduce a faster pace of political change, 
bringing the experiment in grassroots de- 
mocracy from the countryside—where it ex- 
tends, albeit imperfectly, up to the county 
level—into the cities and perhaps even to 
national government. If so, does this again 
risk popular expectations racing beyond 
the Communist Party’s willingness to de- 
liver? Not if the students at Beijing Univer- 
sity are anything to go by. Long famous for 
challenging the establishment, in 1989 it 
set the Tiananmen agenda. 

Nowadays the students are far less radi- 
cal, and many are not even sympathetic to 
those who protested at Tiananmen. Most 
were impressed with Mr Clinton, espe- 
cially as he did not hector China when talk- 
ing about American ideals. Still, says one, 
“democracy” is for America, whereas “sta- 
bility” is for China. Those of the Tianan- 
men generation complain that such views 
show today’s students have been brain- 
washed by years of propaganda. But there is 
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another explanation. In 1989, party corrup- 
tion, entrenched statism and a worsening 
economic outlook dashed youthful hopes. 
Now no other generation in China has 
been able to look forward as much to the 
possibility of a good career and a freer life. 

If Beijing University’s students show 
any stridency, it is a nationalism tinged 
with chauvinism. Students are as prickly as 
their government over Taiwan. Many insist 
that America’s arms sales to the island are 
an overt form of support for independence. 
What, one student asked Mr Clinton, are 
you hiding behind your smile? 

Mr Jiang will face criticism inside the 
party for allowing Mr Clinton to orches- 
trate the show. But he will no doubt defend 
the visit as a success for China too. Cer- 
tainly, some people close to Mr Jiang ap- 
pear to support some sort of accommoda- 
tion with the Dalai Lama in a way that 
might, conceivably, release the thousands 
of Chinese troops pinned down on the roof 
of the world. Mr Jiang himself will also 
claim to have got a greater public assurance 
from Mr Clinton over Taiwan (see box) 
than before. And there is other compensa- 
tion. Japan, India and Taiwan have ex- 
pressed concern that China and America 
might be forging a new and powerful part- 
nership in the region. Though the percep- 
tion of that is more powerful than the real- 
ity, it will greatly please China’s masters. 





TAIPEI 


between Bill Clinton and Jiang Ze- 
min watched more intently than in Tai- 
wan. The reason is that Taiwan’s de facto 
independence from China is tenable 
largely because of America’s support. 
Since China wants Taiwan—over which 
| it claims sovereignty—back under its 
control, it has long yearned to reduce 
America’s support for the Taiwanese, just 
as they have long yearned to bolster it. 

It had seemed as if the issue of Tai- 
wan had been set aside. But when Mr 
Clinton got to Shanghai on June 30th, he 
reaffirmed that America was committed 
toa one-China policy, that it did not sup- 
port independence for Taiwan or Tai- 
wan’s membership of international 
| Organisations for which statehood was a 
requirement. This was the most explicit 
statement yet by an American president 
of a policy known as the “three noes”. 

The Taiwanese might have taken 
comfort that Mr Clinton’s remarks were 
made in an informal discussion and 
were not the sort of public statement or 
written communiqué that Chinese offi- 


| OWHERE was the summit meeting 
| 





East Timor 


Non-Dutch courage 
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Hopes for independence have been raised, perhaps dangerously 


T SEEMED as much celebration as pro- 

test. On June 29th, East Timorese flocked 
on to the streets of their capital, Dili, to 
demonstrate against Indonesian rule. A 
joyous procession of hundreds of tightly 
packed lorries and thousands of motorcy- 
cles toured the city. Everywhere they were 


Taiwan watches nervously 


cials had been pressing hard for. But gov- 
ernment spokesmen in Taipei immedi- 
ately bridled at his utterances and said | 
America and China had no right to dis- | 
cuss Taiwan’s destiny. Though the Amer- | 
icans had given assurances that there 
would be no new statement on Taiwan, 
officials in Taipei feared concessions 
might be made in a less formal way. Ja- 
son Hu, Taiwan’s foreign minister, said 
his main concern was to see nothing | 
about Taiwan put in writing, in any 
form. He would have preferred no dis- 
cussion on the subject. 

Taiwanese leaders worry about Mr 
Clinton’s visit to Hong Kong, where he 
arrived on July 2nd on his way back to 
America. The visit takes place a year after 
the resumption of Chinese rule over the 
fermer British colony. Taiwan fears that, 
if Mr Clinton shows too much enthusi- 
asm for China’s “one country, two sys- 
tems” formula for the territory, it could 
be seen as an endorsement of a similar 
solution for Taiwan. In fact, the formula | 
was originally intended for Taiwan, | 
which is vehemently opposed to it. 





24 


cheered on, and their chants were echoed: 
for the freedom of their jailed leader, Xan- 
ana Gusmao; for independence, “alive or 
dead”; above all, for a referendum on their 
future status. The repression that the East 
Timorese have suffered ever since Indone- 
sia invaded in 1975 has eased since Mr Su- 
harto resigned as president in May, and the 
many soldiers in Dili kept out of the way. It 
looked like a city already relishing the fruits 
of liberation. 

It was an illusion. The next day, a con- 
voy of lorries was stopped on the road from 
Dili to the territory’s second city, Baucau, by 
heavily armed soldiers. The people in the 
convoy, about 500 of them, wanted to join 
another, sadder—and more familiar—pro- 
cession: a subdued sunset trek up a hill be- 
hind the coffin of Orlando Marcelino da 
Costa. He had been shot by plain-clothes se- 
curity men sent to protect a delegation of 
ambassadors from the European Union. 
The unprecedented ev visit had itself fu- 
elled hopes of imminent change, and the 
protests were partly in the ambassadors’ 
honour. The crowd that gathered to wel- 
come them in Baucau objected to the ac- 
companying guns. The officers carrying 
them seem to have panicked, blundered 
and created yet another East Timorese dip- 
lomatic embarrassment for Indonesia. 

On June 27th, another man died during 
clashes between demonstrators for and 
against “integration” with Indonesia. Such 
incidents were cited by Indonesia’s foreign 
minister, Ali Alatas, as proof that a referen- 
dum campaign would lead to a “civil war” 
in East Timor. The claim would carry 
greater weight had the pro-integration pro- 
tests not been officially orchestrated. Stu- 
dent protesters worry that Indonesia is try- 
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ing to rekindle fears of the civil war in 1975 
to weaken the resolve of their supporters, as 
well as of leaders like Xanana Gusmao. 
Indonesia’s new president, B.J. Habi- 
ibie, has offered greater autonomy, but 
made little effort to sell this policy on the 
ground. Integrationists argue that East Ti- 
mor is dirt poor and needs Indonesia. They 
also accuse those demanding a referendum 
of intimidating those who disagree. East Ti- 
mor knows about intimidation. Most fam- 
ilies have at least one member who has 
been jailed, tortured or killed for resisting 
Indonesian rule. And yet still they protest, 
peacefully and with admirable discipline. 


Apart from the large number of Indone- 
sian immigrants in Dili, who have good 
reason to fear independence, the pro-inte- 
gration camp seems surprisingly small; 
even many Timorese civil servants want in- 
dependence. This is partly a consequence 
of the dismal legacy of Portuguese colonial- 
ism, which left few East Timorese adminis- 
trators and business people. The gap was 
filled by outsiders, and by the army, which 
has big business interests. 

Mostly, however, the longing for inde- 
pendence has been nurtured by the brutal- 
ity of Indonesian rule. A new generation 
was radicalised by a massacre by the army 





| When Elvis died in Harajuku 


| TOKYO 


| N JUNE 28th, as on every Sunday af- 

ternoon since 1977, the girls put on 

| their balloon skirts and floral blouses, 

and the boys slicked back their Presley 

| haircuts, before dancing the afternoon 

away in the fashionable Harajuku dis- 

trict of Tokyo. The stretch of road near 

| Harajuku station has been a mecca for 

youngsters dressing up in 1960s rocker 

garb and, for a few brief hours each week, 

| pretending that life is not just cram 

| schools, exams and dreary journeys to 

and from soulless suburbs. But now the 

dancing is over. The street is being re- 
opened to traffic on Sundays. 

The authorities claim it is only an ex- 
periment for a year or so, in deference to 
the residents who have complained 
about the noise, litter and illegal parking 
nearby. But everyone knows that is just 
tatemae (official blether), and that the 
spoilsports and fogies have won the day. 

Proprietors of neighbouring posh 
shops are delighted. But stallowners in 
Takeshita Dori, a narrow lane near the 
rockers’ paradise, are furious. This is 
where the youngsters have swarmed to 





No place to rock or roll 
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buy their outlandish gear. With no alter- 
native sites offered to the takenokozoku 
(bamboo-shoot tribe, as the street danc- | 
ers call themselves after the first bou- | 
tique in the area), they have no other ob- 
vious place to go. 

What about Shinjuku, which is also a 
pedestrian area on Sundays with street 
performers? But they are mostly older 
and perform acrobatics, magic and other 
circus feats. There would be little pa- 
tience, let alone spare pavement space, to 
accommodate Harajuku’s budding rock 
groups and exhibition dancers. 

Tokyo’s authorities tried several years 
ago to lure the youngsters to a warehouse 
area on the waterfront. With no one 
around at weekends to complain, the 
plan was to close the bridge to Yumeno- 
shima island and turn it over to Sunday 
dancing. With luck, shopkeepers and 
other traders would be drawn to the der- 
elict bayside area of Tokyo’s slummy east 
end. The government even sponsored a 
dancing contest. But the dancers dis- 
missed the whole scheme as typical of a 
bunch of bureaucrats trying to act cool. 








ASIA 


in Dili in 1991 in which at least 100 people 
died. That incident followed the cancella- 
tion of a visit by Portuguese parliamentari- 
ans. Since the former coloniser, Portugal, is 
still recognised as the administrating 
power by the United Nations, East Timor- 
ese feel justified in regarding their plight as 
an international issue. Hence the excite- 
ment generated by the visit of represen- 
tatives of the £u, of which Portugal is a 
member. Many East Timorese believe the 
outside world may help them. 

They do not trust the readiness for re- 
form professed by Mr Habibie and are al- 
ready thinking about how to manage a ref 
erendum: should it be supervised by 
Portugal, the UN or the Timorese them- 
selves, after a period of the autonomy Indo- 
nesia is now offering? But Mr Habibie and, 
especially, the army, fear a referendum 
would open up the question of Indonesian 
sovereignty in many other parts of a coun- 
try of 200m people and more than 17,000 
islands. The outside world, too, worries 
about Indonesia’s disintegration. Yet 
Antero Benedito da Silva, a student leader, 
is confident: “A change toward the better 
in East Timor is at hand. We have to make 
that change happen.” That mood of heady 
optimism will now be hard to dispel. 





Pakistan 


Spare change, 
please 


KARACHI 


NCE again, a Pakistani prime minister 
has set off abroad in search of money 
for his hard-up country. For Nawaz Sharif, 
it is an embarrassment. Not long ago he 
said he was “breaking the begging bowl”, a 
reference to the financial forays of his 
predecessor, Benazir Bhutto. She was an ac- 
complished beggar, sometimes coming 
home loaded with cash from understand- 
ing bankers. Mr Sharif must now hope to 
do as well. 

On June 29th, he set off to plead with 
“Muslim brothers” in Kuwait and Qatar, 
having earlier visited Saudi Arabia and the 
United Arab Emirates. But these countries 
have their own worries—about the falling 
price of oil—so Mr Sharif will be lucky to get 
much help from them to help service Paki- 
stan’s more than $30 billion foreign debt. 
His best hope is for assurances for oil cred- 
its of around $2 billion, the amount Paki- 
stan imports each year. These might be sup- 
plemented by any alms received from 
Britons of Pakistani descent, to whom Mr 
Sharif has also appealed for help. 

The urgency of Mr Sharif’s mission was 
made evident on the day he set out when 
the Karachi stockmarket took a tumble; two 
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days earlier, the central bank had devalued 
the rupee. But that did not bring official 
and street rates into line. On the contrary: 
the gap between the two widened to almost 
19%, up from a usually tolerated 5-8%. Gold 
prices have risen by more than 8% in just a 
month. 

It would be easy to blame Pakistan’s 
problems on East Asia’s financial troubles. 
But more important causes lie within the 
country itself. It has long been evident that 
Pakistan needs to export more, improve tax 
collection and pursue bank-loan default- 
ers. The decision to carry out nuclear tests 
and the consequent economic sanctions by 
the United States have brought home to Pa- 
kistanis just how serious is their plight. Liq- 
uid foreign-exchange reserves would pay 
for little more than four weeks’ imports. Al- 
most $5 billion is due on loan repayments 
during the next 12 months. Where is the 
money to come from? 

Bankers in Karachi reckon that Pakistan 
may suspend foreign-debt repayments 
within a couple of months. The govern- 
ment dismisses such a suggestion, arguing 
that Pakistan’s determination to remain 
afloat is stronger than appreciated. Insiders 
believe the Clinton administration would 
not let Pakistan be pushed to the wall. No- 
body, they say, wants a nuclear state in a 
difficult region to go bust. 

Be that as it may, Mr Sharif has other 
worries besides financial ones. Karachi, the 
country’s main port and commercial cen- 
tre, is still rent by violence. Mr Sharif chose 
to form an alliance last year with the Mo- 
hajir Qaumi Movement, the main political 
party in the city. That involved releasing 
hundreds of MQM members who had been 
jailed on charges of terrorism by Miss 
Bhutto's government. Mr Sharif presum- 
ably hoped that this act of magnanimity 
would bring peace to the city. But Karachi is 
once again a battle-ground. 

A potentially formidable challenger to 
MrSharif will soon take the scene. Ex-Presi- 
dent Farooq Leghari, who resigned last year 
after a quarrel with Mr Sharif over the pow- 
ers of the Supreme Court, plans to launch a 
new political party on August 14th, Paki- 
stan’s national day. Mr Leghari has power- 
ful friends. Ifhe becomes a serious threat to 
Mr Sharif, the prime minister will have 
only himself to blame. 
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India and Nepal 
It's ours 


POKHARA, NEPAL 


OR India, Kalapani is a military post 

commanding the pilgrim and trade 
routes into Tibet through the Lipu Lekh 
pass. Nepalese politicians, though, say it 
lies in their territory. The dispute has 
aroused Nepal's old fears of Indian domi- 
nance, stirred by worries about India’s re- 
cent nuclear tests. In June, left-wing parties 
in Nepal, headed by the Marxist-Leninist 
Party, organised a protest march on Kala- 
pani. Indian troops warned the demon- 
strators to keep their distance. They did so, 
but appealed to the United Nations to 
intervene. 

The 1816 Sigauli treaty between the Brit- 





ish raj and Nepal provided that the Kali 
river would mark the western border be- 
tween India and Nepal. Kalapani is on the 
east bank of the Kali. The pilgrim-cum- 
trade route from India to Tibet in this re- 
gion runs for the most part on the west 
bank of the Kali, but at Kalapani crosses 
briefly to the east bank. India says some old 
British surveys and maps show this section 
as part of India. But Nepal points to other 
maps and documents to support its claims. 

The Nepalese say that after the war be- 
tween India and China in 1962, Nepal al- 
lowed Indian troops to occupy certain 
posts in Nepal as a defensive measure. In- 
dia has withdrawn from all of these except 
the one at Kalapani. It apparently wants to 
hold on to that post in case the two coun- 
tries come to blows again. 

Nepal has long complained about mi- 
nor Indian encroachments in other parts of 
the border, mainly where rivers shift their 
courses from time to time. But Kalapani is 
different, with Indian soldiers in posses- 
sion, and this has raised nationalist hackles 
in Nepal. 

India too now has a nationalist govern- 
ment, led by the Bharatiya Janata Party, 
which could dig in its heels. The previous 
Indian government had suggested that the 
two sides should discuss the matter in a 
joint working-group. Technically, it should 
be possible for India to shift its post from 
Kalapani to the west bank of the Kali. But 
what is technically feasible may not be so 
politically. 





Central Asia 


The crusade against the Wahhabis 


TASHKENT 


Bad government, not Islam, lies at the heart of the region’s problems 


HE ex-Soviet politicians who now run 

Central Asia are terrified of Islam. Wor- 
ried lest it should become a vehicle for po- 
litical opposition, and then cost them their 
jobs, they are cracking down. 

Tajikistan’s ex-Communist regime 
fought a popular Islamic-fired opposition 
for six years. A peace agreement reached 
last year conceded ministerial posts to the 
Islamists and promised free elections, 
which the Islamist parties may well win. 
Other Central Asian presidents fear the 
movement will spread. Islam Karimov, Uz- 
bekistan’s president, is perhaps the man 
most scared. 

A dour ex-Communist, Mr Karimov is 
not easily roused, but one issue sends him 
apoplectic: Wahhabis. “Such people must 
be shot in their foreheads,” he told parlia- 
ment recently. “If necessary, I'll shoot them 
myself” In Uzbekistan the government 
uses the term Wahhabism, which refers to 


the puritanical Islamic creed of Saudi Ara- 
bia, to demonise all those who oppose the 
strict controls it is placing on Islam. The 
deferential parliament has obliged the 
president by rubber-stamping a “freedom 
of worship” law, which among other things 
makes it a crime to teach religion without 
official approval, bans unlicensed religious 
organisations and forbids religious dress 
in public. 

Mr Karimov thinks the Islamist threat is 
so serious that in May he signed a pact with 
the Russian and Tajik presidents to counter 
fundamentalism. Until then, he had regu- 
larly lambasted Russia for plotting to reas- 
sert control in Central Asia. 

Uzbekistan is particularly worried 
about Pakistan. The Uzbek foreign minister 
has publicly accused Pakistan of harbour- 
ing Islamic militants dedicated to over- 
throwing the Uzbek state. Uzbek officials 
believe madrassahs (religious schools) in 
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Touchdown Hong Kong! 


Hong Kong International Airport 
The vision becomes a reality on 6th July 1998 


It began with a bold vision. An airport to strengen Hong Kong’s position as the aviation hub of Asia and 


support the continuing economic growth of Southern China, 


The need was to build one of the world’s most advanced airport, a city in itself, capable of moving 35 million 


passengers and 3 million tonnes of cargo a year in its first phase. The reality required moving mountains, 


building fast rail and road links and adding round-the-clock operations. 
The remarkable result is new dimensions in space and time at the new Hong Kong International Airport, developed 


with the energy and enterprise that are unique to the city where Asia begins. 


Airport AUTHORITY-HONG KONG. 8 Chun Yue Road, Hong Kong International Airport, Lantau, Hong Kong. Tel: (852) 2824 7111 Fax: (852) 2824 0717 
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DUSHANBE 


ATER is plentiful in Tajikistan. It 
| might be a national asset. Instead it 
| is a source of disease, disagreement at 
| home and disputes with the neighbours. 

Tajikistan’s water is filthy. Health 
| workers in the capital, Dushanbe, fear an- 
| other typhoid epidemic, which last year 
put almost 9,000 people in hospital and 
killed about 100. The trouble, says the gov- 
| ernment, is that the country’s water-treat- 

ment plants are in disrepair. Even if they 
were not, it would still complain that it 
could not afford a regular supply of chlo- 


| rine to treat its water. Yet it can evidently 
| 


Pakistan are fuelling unrest in Uzbekistan, 
especially in the volatile region of Fergana. 
They are probably right. Hundreds of 
young Central Asian men study in Paki- 
stan’s radical Islamic schools. The Uzbek 
authorities say they train young Uzbeks in 
the use of guns and bombs, ostensi- 
bly for fighting in Afghanistan. But 
it has yet to produce evidence, be- 
yond some “confessions”, linking 
the schools to terrorism in 
Uzbekistan. 

Nevertheless, the government 
seems determined to crack down 
on its Islamist opponents. More 
than 70 trials ofalleged Islamist ac- 
tivists have begun. There are suspi- 
cions of scanty evidence, despite 
confessions and pleas for leniency. 
Many suspects face a stark choice: 
confess to treason and be jailed, or 
risk a Stalinesque show trial and 
the death penalty. 

Now Uzbekistan’s Central Asian neigh- 
bours have joined the campaign against 
the “Wahhabis”. Kirgizstan’s government, 
in a distinct hardening of attitude, recently 
arrested four men who, it said, were recruit- 
ing Kirgiz youths for training abroad in 
anti-state activities. Kazakhstan has 
warned Islamists that militancy will not be 


THE ECONOMIST JULY 4TH 1998 





_ Tajikistan’s water politics 


afford a fleet of new limousines for its 
ministers: it is this that has made some 
exasperated foreign donors stop giving 
money for chlorination projects. 
Consumers are annoyed too. Many 
have stopped paying their water dues. 
And the neighbours are also unhappy. In 
Soviet times, Tajikistan—like other Cen- 
tral Asian republics, particularly Uzbeki- 
stan and Turkmenistan—used to take far 
too much water from the Amu Darya and 
Syr Darya rivers for grandiose irrigation 
schemes, mainly for cotton farming. As a 
result, these rivers now diminish to a 





allowed to take root. 

National security is not the only reason 
for the general crackdown. Mr Karimov 
must balance the interests of competing 
clans who vie for control of lucrative sec- 
tors of the economy. Elaborate mecha- 





. 
nisms of patronage, graft and corruption 
ensure that profits from the underground 
economy line their pockets. A lot of money 
can be made from controlling the drug-traf- 
ficking routes in the Fergana region . 

Simultaneously, Mr Karimov must 
keep the economy buoyant enough to fore- 
stall popular unrest. So far he has suc- 


trickle before they reach the Aral Sea, 
which has shrunk to about two-thirds of 
its former size, creating an environmen- 
tal catastrophe. | 
Any solution requires the co-opera- 
tion ofall the states of Central Asia. So far, 
this has proved elusive. Last year, in an ef- 
fort to save the Aral Sea, an inter-govern- 
mental committee set up a fund to which 
each country was supposed to contribute 
1% of GDP. Unfortunately, Tajikistan is 
not co-operating. As an upstream state, it 
believes it is the rightful owner of all wa- 
ter flowing from its territory and is dog- 
gedly seeking payment for the water used 
by Uzbekistan. After all, argue the Tajiks, 
Uzbekistan charges for the gas it supplies 
to them—and it cuts off the supply for 
long periods if payments are not made. 
Conversely, the Uzbeks accuse Tajiki- 
stan of contaminating the water with in- 
dustrial and agricultural pollutants, as 
well as sewage, thus causing disease in Uz- 
bekistan. Though few people take seri- 
ously the threats of radicals to poison riv- 
ers or restrict their flow in pursuit of Tajik 
claims against Uzbekistan, some people 
worry that the rows may get out of hand. 
Uzbekistan depends on imports of water; 
it is a desert state. International agree- 
ment on water use will have to come, ei- 
ther by treaty or through a regional body. 
But Tajikistan, the poorest of the ex-Soviet 
republics, is still to be convinced. 





ceeded. But the imF has criticised the slow 
transition to a market economy, and has 
suspended its loans. Moreover, Uzbekistan 
is losing important friends. America, a big 
investor and once a staunch political ally, 
is drifting towards the more promising 
economies of Azerbaijan and, 
more worryingly, Uzbekistan’s re- 
gional rival, Kazakhstan. The Uz- 
bek government hopes that play- 
ing up fears of an Islamic domino 
effect in Central Asia and renewing 
links with Russia will make Amer- 
ica re-engage. 

Mr Karimov’s policy may well 
succeed, at least for a time. He has 
firm control of the government, the 
judiciary and the media. And he 
has a precedent: in the early 1990s 
he eliminated the nascent secular 
opposition. But making a scape- 
goat of Wahhabism to bolster his 
regime is likely to store up trouble 
for the future. Hardcore Islamists will not 
be deterred by recent setbacks. They know 
that Uzbekistan’s limping economy, en- 
demic corruption and restrictions on free 
speech provide a fertile recruiting ground. 
If Mr Karimov will not tackle these issues, 
Islamic militancy is bound to re-emerge. 
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The CFA charter means the 
same thing around the globe. 
Investment professionalism 
and excellence. 











Over 24,000 investment professionals from 63 countries have earned the CFA* designation — 
Chartered Financial Analyst. And that speaks volumes in any language. It says that the 

|z standards represented by the CFA charter are a constant in an ever-changing world of 

’ international investments. That the designation’s stringent Code of Ethics.and advanced 
curriculum provide charterholders with the competitive edge so vital to their success. 














A universal symbol for high professional standards and principles, the CFA charter is sponsored by the 
Association for Investment Management and Research. AIMR also offers other professional development 
programs designed to achieve higher standards for CFA charterholders, their employers and their clients. 


For more information and a free brochure, call 1-804-963-6825. 
Or visit our Web site at www.aimr.org. M. R 
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Men, women, work and law 


An even more dangerous mixture than before, thanks to the Supreme Court 


MERICANS say they want to get govern- 
ment off their backs. But they also rush 
to legal remedies for social problems that 
most other countries leave individuals to 
sort out. Often these two goals clash, and, 
when they do, legal remedies usually win. 
In a series of decisions last week, a conser- 
vative-leaning Supreme Court completed 
its 1997-98 term by greatly extending the 
scope of anti-discrimination laws in a way 
that will not only increase the burdens on 
employers, but could well turn the Ameri- 
can workplace into the most highly regu- 
lated in the world. 

In Bragdon v Abbott, a case involving 
an HIV-infected woman whose dentist had 
insisted on treating her in hospital rather 
than his office, the court ruled that all those 
with HIV, even if they have no symptoms, 
are covered by the Americans with Disabil- 
ities Act, which requires employers and 
others to take “reasonable” steps to accom- 
modate them. The decision had been ex- 
pected. The status of HIV-infected people 
had been discussed in Congress during the 
law’s passage in 1990, and government 
agencies have always treated them as cov- 
ered by the law. 


THE ECONOMIST JULY 4TH 1998 


But the court’s ruling went far beyond 
this. It named reproduction as one of the 
“major life activities” whose impairment is 
defined in the act as a disability. Hiv infec- 
tion limits the ability to have a child, so 
anyone with HIV is disabled. This throws 
open the door not only to those with Hrv, 
but anyone with a reproductive complaint, 
from the impotent and infertile perhaps 
even to the post-menopausal. 

To some extent, the court was struggling 
to interpret a law whose language is hope- 
lessly vague. Although the act has suc- 
ceeded in helping many genuinely dis- 
abled people into jobs, it has also sown 
huge confusion. According to the Census 
Bureau, 48.9m people, 18% of all Ameri- 
cans, have some kind of disability. Ab- 
surdly, all seem to be covered by the law. 
Those with back injuries, for example, ngt 
the blind, deaf or crippled, file most com- 
plaints with the Equal Employment 
Opportunities Commission, the act's chief 
enforcer. Lower courts have generally tried 
to narrow the definition of disability. The 
Supreme Court could have done the same. 
Instead, it vastly expanded the law’s al- 
ready broad reach. 


In the four sexual-harassment cases be- 
fore the court this term, the justices con- 
sciously set out to bring some clarity to the 
legal quagmire that harassment law has be- 
come. Yet in three of the cases the court’s 
decisions once again expanded the scope 
of the law, and may create more rather than 
less confusion. 

In a judgment handed down in March, 
the court ruled that same-sex harassment, 
not just that between the sexes, is illegal. 
The decision came in a case concerning the 
physical and verbal abuse directed at Jo- 
seph Oncale, an oil-rig roustabout, by fel- 
low male workers. Homosexuals were un- 
derstandably delighted by the ruling, and 
there is no reason why they should not en- 
joy the same protection as heterosexuals. 

Nevertheless, the court’s ruling further 
smudges the already blurred line between 
discrimination on the basis of sex, which is 
what is actually outlawed by Title VII of the 
1964 Civil Rights Act (the primary source of 
sexual-harassment law), and mere incivil- 
ity or, in Mr Oncale’s case, criminal assault. 
Neither Mr Oncale nor his abusers are gay. 
No women worked on the oil rig. But the 
abuse consisted of sexual taunts and 
threats. So if Mr Oncale can now persuadea 
lower court that these occurred because he 
is a man, he can win a suit against his em- 
ployer for doing nothing to stop it. As a re- 
sult, employers are now legally liable for yet 
another form of employee misbehaviour. 

In the two cases decided last week, the 
justices, by a 7-2 margin, tried to set clear 
tules to establish when employers are lia- 
ble, and what they can do to protect them- 
selves. One was a case of “quid pro quo” 
harassment in which a woman was propo- 
sitioned by her boss and threatened with 
demotion if she did not respond, although 
the threats were never carried out. In fact, 
she was promoted and then subsequently 
left. The other was a so-called “hostile work 
environment” case in which a woman quit 
her job as a lifeguard in Boca Raton after 
repeated taunts from more senior life- 
guards. Neither woman complained to se- 
nior managers about the behaviour of their 
supervisors. 

Applying the same rules to both types of 
cases, which have often been treated differ- 
ently by lower courts, the Supreme Court 
said that, to escape liability, an employer 
had to show that it had used “reasonable 
care” to prevent and promptly correct any 
sexually harassing behaviour and that it 
must show that the worker unreasonably 
failed to prevent or correct the harm, for ex- 
ample by complaining to other managers. 
If the worker suffers a “tangible job ac- 
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tion”—is demoted, sacked or otherwise 
penalised by the harasser—then the em- 
ployer is liable even ifit has in place a good 
anti-harassment policy and the victim 
failed to use it. 

Some employers’ representatives wel- 
comed the rulings because they at last 
spelled out a defence against harassment 
suits, namely a strict and strictly enforced 
anti-harassment policy. And yet the rulings 
also made it easier for plaintiffs to sue by 
putting the burden of proof squarely on 
employers, and failing to say what is a rea- 
sonable anti-harassment policy. A new 
wave of cases will be fought trying to estab- 
lish that. And the rulings have left employ- 
ers with no defence at all against a supervi- 
sor who misuses his authority to penalise a 
subordinate for resisting his advances. 

A more reasonable rule would have 
been the negligence standard advocated by 
the court's two dissenters, Antonin Scalia 
and Clarence Thomas. They argued that the 
burden of proof should lie with the plain- 
tiff, who should be required to show that 
the employer acted unreasonably in not 
trying to stamp out or remedy harassment. 

In addition to encouraging more litiga- 
tion, the two rulings are likely to have a big 
impact on workplaces throughout America 
as employers adopt ever more draconian 
anti-harassment policies to shield them- 
selves from suits. “Even prior to these cases, 
large numbers of employers were touting 
zero-tolerance policies, under which of- 
fending employees were disciplined or dis- 
charged for relatively trivial offences,” says 
Kingsley Browne, a law professor at Wayne 
State University in Detroit. “The law al- 
ready forced employers to engage in mas- 
sive censorship of employee speech. The 
new cases put even more pressure on them 
to do this.” So much for the land of the free. 





Presidential power 
A losing streak 


WASHINGTON, DC 


ILL CLINTON looked good in China 

this week, using the enormous prestige 
of the American presidency as a platform 
to say the usually unsayable on state-con- 
trolled television. Back home, the prestige 
of the presidency fared less well. On June 
25th the Supreme Court struck down the 
president's line-item veto, a device that al- 
lowed him to delete egregious (or unpalat- 
able) clauses from budget laws. The next 
day, the federal appeals court in Washing- 
ton, DC, took a sceptical view of the White 
House argument that secret-service agents 
should not have to testify about the 
Lewinsky scandal. And on June 29th the 
president's men were in court again, this 
time arguing about whether White House 
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Can’t get me here 
lawyers should have to testify or not. 

The end of the line-item veto reversed 
the one recent attempt to increase the 
power of the presidency. In 1996 Congress 
gave the president this power to correct its 
own excesses: he was allowed, after signing 
tax and appropriations bills, to strike out 
wasteful spending or tax breaks, often in- 
serted to repay campaign contributors. 
Whether the line-item veto really reduced 
waste is doubtful: Mr Clinton has can- 
celled projects worth less than 1% of the fed- 
eral budget. Yet the veto clearly did 
strengthen the president's hand in dealing 
with Congress. By threatening to kill a con- 
gressman’s pet project, the president could 
secure his co-operation on other issues. 

The Supreme Court, which decided 
many issues unanimously this term, split 6- 
30n the line-item veto. The three dissenters 
felt that the veto constituted a reasonable 
experiment in budget-making; and one of 
them, Justice Antonin Scalia, is anyway 
sympathetic to executive power. But the 
majority viewed the case more simply. The 
constitution spells out that the president 
must sign or veto bills in their entirety: 
therefore a line-item veto is unconstitu- 
tional. Because the constitution speaks 
clearly on this question, Congress's fond- 
ness for pork is lamentable, but not the cen- 
tral issue: “Failure of political will does not 
justify unconstitutional remedies,” Justice 
Anthony Kennedy declared. 

Meanwhile, the power of the presi- 
dency was also being buffeted in the argu- 
ments surrounding the Lewinsky scandal. 
These pose the question of whether people 
working in the White House should serve 
only the president, or also some distinct 
concept of the public good. The adminis- 
tration contends, for example, that secret 
servicemen’s duty to protect the president 
from harm is too important to compro- 
mise; and that requiring servicemen to 


testify against the president would cause 
future presidents to keep them at a dis- 
tance, so increasing the chances of his assas- 
sination. Kenneth Starr, the independent 
prosecutor, retorts that the public interest 
in a thorough investigation of the presi- 
dency matters more. If Mr Starr wins the 
day, the administration will appeal to the 
Supreme Court. 

Similarly, the administration contends 
that members of the White House staff, and 
particularly lawyers, should not have to 
testify against the president. The staffers’ 
duty is to serve the president, the argument 
goes, and this service would be compro- 
mised if they were vulnerable to a prosecu- 
tor’s subpoena. Mr Starr retorts that White 
House workers are public servants, and 
that they would best serve the public inter- 
est by co-operating with his investigation. 

As with the secret service, Mr Starr ap- 
pears to be winning this argument. The 
White House recently dropped its general 
assertion of executive privilege, fearing that 
the Supreme Court would find against it. 
Its assertion of attorney-client privilege for 
government lawyers was defeated in a fed- 
eral appeals court last year; and recently 
not even the administration’s own Justice 
Department has been prepared to support 
the White House view. 

When John Kennedy was president, his 
brother ran the Justice Department, and 
nobody imagined that it might one day 
clash with the White House. These days the 
attorney-general, Janet Reno, maintains a 
careful distance from the president who 
appointed her: her loyalty is to the law, not 
to her boss. The current fight over executive 
privilege may thin the ranks of presidential 
partisans still further, by making it hard for 
White House staffers to defend the presi- 
dent wholeheartedly on sensitive issues. 
Deprived of attorney-client or executive 
privilege, White House lawyers could no 
longer serve the public interest by defend- 
ing the presidency from the sniping that 
the separation of power brings; they would 
become “potted plants”, says Jeff 
Connaughten, a former White House law- 
yer himself. 





The Delta region 


Is there a future, 
and can it work? 


HELENA, ARKANSAS 


HE month of June saw the governor of 

Arkansas, Mike Huckabee, announcing 
that he was going to the Arkansas half of the 
Mississippi Delta, to sort out how to make 
the region grow. Later in the month, the trip 
was postponed without explanation. Mr 
Huckabee is not the first politician to get 
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cold feet about the Delta and, alas, he will 
not be the last. 

The Delta, which covers parts of Missis- 
sippi, Arkansas and Louisiana, is one of the 
poorest regions in the United States. The 
area has had high, even extreme, rates of 
poverty for decades. Median household in- 
come there is $16,583; in the country at 
large it is $30,056. In the Arkansas Delta 
alone, where 61% of the state's population 
lives, unemployment is twice as high as the 
national average. Five per cent of the 
houses have no running water. In Missis- 
sippi County, 35% of children live in pov- 
erty and 40% of residents lack a high-school 
diploma. Phillips County, on the edge of 
the Mississippi river, ranks among the 
worst in the nation in life expectancy for 
men and women. 

It is not that the land is poor. The flat, 
rich fields are perfect for growing cotton, 
and towns here once prospered on the back 
of it. Helena, Arkansas, is typical. Helena 
was the home of seven civil-war confeder- 
ate generals. The international King Biscuit 
Blues Festival still takes place here. A 
stream of people from France, Ireland, Ger- 
many, Italy, Switzerland, China and Leba- 
non migrated to the area before the second 
world war to make new lives in farming 
and the retail trade. 

All that began to crumble on October 


Where cotton was king 


2nd 1944, the day of the first public dem- 
onstration of mechanical cotton-picking in 
Clarksdale, Mississippi. Machine-picked 
cotton cost plantation-owners $5.26 a bale; 
a hand-picked bale cost $39.41. Each ma- 
chine performed the work of 50 field 
hands. It was no contest. 

By 1965, 95% of America’s cotton was 
harvested by machine. The revolution is 
still painfully visible in Helena. There, 
shacks sit beside rusted cotton gins on the 
outskirts of town, and once-grand man- 
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sions are slowly falling down. 

The region was not left completely 
without resources. Cotton and soyabeans 
still grew, and there was still a lumber trade. 
Clothes and furniture were manufactured. 
But, with one or two notable exceptions(see 
box), local officials could not be persuaded 
to lure new industry in; they were still con- 
vinced that cotton would survive as the 
kingpin of the economy. In the 1980s, the 
manufacturing sector declined by almost 
half; few new manufacturing jobs were 





_ From cotton to steel 


BLYTHEVILLE, ARKANSAS 


OTTON once ruled in Mississippi 
County. There was a time when the 
county produced more of it than the en- 
tire state of North Carolina. Then came 
the mechanisation of farming. Much of 
the labour force went north; the county, 
trying to diversify, became the home of 
Eaker air-force base, only to suffer from 
| defence cuts and Eaker’s shutdown in 
| 1992. Now, changing direction again, it is 
| trying to find its fortune in steel. 
Missouri had hoped to get these steel 
| plants; but Arkansas had a right-to-work 
law, limiting the power of unions, which 
made it more attractive to investors. Six 
miles apart, two plants employing about 
1,200 people who earn an average of 
$60,000 a year now produce a combined 
annual output worth $1.2 billion. The 
Nucor Steel plant, built in 1992 near the 
small town of Hickman, makes huge rolls 
| of flat steel, metal that can be pressed or 
| bent into shapes and parts. The Nucor- 
| Yamato plant, built in 1987 at Armorel, 
| makes 1-beams, used as weight-bearing 
beams in bridges and houses. 
Thanks to these factories, Mississippi 
County has gone from a completely agri- 
cultural economy to one in which cotton, 


though it still grows here, is balanced by 
industry. Once the leading cotton-grow- 
ing county in the United States, it has 
now become one of the biggest steel-pro- 
ducing counties. The local harbour, 
where barges bring the scrap-iron the fac- 
tories will consume, has expanded from 
seven employees to more than 200 since 
1987. And steel has pulled in other kinds 
of work. In the past 10 years, there has 
been more than $1.1 billion-worth of in- 
dustrial start-ups, $213m in 1996 alone. 
Even this revitalisation has not yet 
cured all Mississippi County’s woes. Of 
the 971 miles of county roads, 910 are still 
unpaved. Its unemployment rate of 11.1% 
is more than double the Arkansas figure 
of 5.3% (and more than twice the national 
average). The county’s average wage in 
1996 was $14,784, still uncomfortably be- 
low the state average of $15,995. More 
than 26% of the county’s residents werg 
on or below the poverty line in 1993, com- 
pared with a national average of 15.8%. 
Blytheville sits in Delta-flat country 
where earth and sky meet in an unwaver- 
ing line. From the windows of the steel- 
workers’ new houses you can still see the 
shacks that date from the days of cotton. 
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There is a way to go, but steel has brought 

a new confidence to Mississippi County. | 
If steel goes on pulling in jobs, the county 
can walk into the 21st century witha fatter | 
purse and a straighter back. | 
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found to replace the old. Most young peo- 
ple now leave the region for larger cities 
and better opportunities. 

Segregation, too, has left its mark. Pov- 
erty and unemployment rates are particu- 
larly high among blacks, who make up 34% 
of the Delta’s population. According to the 
Enterprise Development Corporation 
(EDC) in Jackson, Mississippi, a study once 
showed that the Delta was like a doughnut, 
with rich white farmers making up the 
outer ring and poor blacks making up the 
hole. The long tradition of giving blacks no 
proper opportunities, to get either educa- 
tion or proper jobs, continues to divide the 
region along lines of race. 

When the gambling industry came to 
the Delta in 1992, setting up nine casinos in 
dirt-poor Tunica, Mississippi, there were 
great hopes ofa regional revival. These have 
proved false. More than half the popula- 
tion of the town of Tunica itself still lives 
below the poverty line, and unemploy- 
ment there is 17%. People also continue to 
leave; over the past ten years, the popula- 
tion has fallen by 18%. Moreover, the gam- 
bling industry has not spread either to the 
northern parts of Mississippi or across the 
river to Arkansas, where some small Delta 
towns are simply disappearing. 

What can help the Delta to rise again? 
Cotton’s shrinking acreage will not make a 
comeback. Many plantations have given 
way to catfish farms, but these too are past 
their glory days. According to the EDC, local 
small businesses have trouble getting loans 
or financing because this is, historically, an 
agricultural region; banks will lend money 
if there is land as collateral, but are reluc- 
tant if there is no land involved. 

Businesses need some incentive both to 
locate in the Delta, and to stay there. Tax 
incentives apart, they need to be sure they 
can get the workforce they need. Since 1995, 
the Arkansas Mid-Delta Workforce Alli- 
ance, a non-profit initiative funded by the 
Foundation for the Mid-South, has been 
working to improve the local economy, 
train the local workforce and find jobs for 
the unemployed. It has had some success in 
getting people into low-skill, minimum- 
wage jobs, but has a long way to go before it 
makes a mark on the region. 

Tourism is also a.possibility. The Delta 
may be as flat as a pancake, but its musical 
history is as rich as the soil itself. In the 
1980s, Bill Clinton, then governor of Arkan- 
sas, attempted to turn Helena into a bright 
tourist attraction by creating the Delta Cul- 
tural Centre to promote the region’s rich 
blues tradition. The Centre now draws in 
up to 19,000 visitors a year. 

Governor Huckabee sees a similar an- 
swer for the future: tourists mixing with 
business leaders. Like governors before 
him, he says he has hope for the region. But 
many other minds need to be persuaded. 
Too many people still believe, as one Ar- 
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kansas economist put it, that the best thing 
that could happen to the Delta would be if 
everyone just moved away and left it. Be- 
fore any inroads can be made with commu- 
nity reinvestment and new initiatives, a 
great many parties both public and pri- 
vate—non-profit organisations, banks, 
state and federal officials—must decide 
that they believe the place has a future. 





Food safety 


No sunny side up 


BENNINGTON, VERMONT 


ONSIDER the egg: nutritious, inexpen- 
sive, compact, attractively packaged, 
indispensable in the kitchen. And yet, ac- 
cording to recently repeated warnings 
from the Centres for Disease Control, the 
Department of Agriculture and even the 
egg industry itself, eating eggs in a less than 
hard-boiled state may make you ill or even 
kill you. Farewell, mayonnaise and hollan- 





Approach with care 


daise; farewell, toast soldiers! 

Until the 1980s, chicken eggs that were 
unblemished and uncracked were widely 
considered sterile. Now a particular sero- 
type of Salmonella enteritidis has man- 
aged to infect the ovaries of some hens, and 
so their eggs. Cooking kills the bug, but reci- 
pes that use raw or lightly cooked eggs can 
cause a diarrhoeal disease which, in serious 
cases, can leave victims with arthritis, colon 
perforations or other complications. Some- 
times, it leads to death. Britain was alerted 
to the problem by the Salmonella out- 
breaks between 1982 and 1987. The Centres 
for Disease Control (CDC) saw a compara- 
ble increase in American cases around the 
same time, and wondered aloud in medi- 


cal journals in 1990 if they were looking at a 
new pandemic. 

But wondering was almost all they did. 
Most health departments were reluctant to 
condemn eggs or to issue blanket warnings, 
and many consumers considered the risk a 
small one. As the numbers of cases grew, the 
CDC’s warnings about eggs were first di- 
rected at nursing homes and restaurants; 
then at people with weak immune systems, 
including the very young and very old, pa- 
tients with organ transplants, those under- 
going cancer therapy and people with arps. 
All these groups together accounted for 
about a quarter of the population. 

Then, in 1994, the cpc announced that 
undercooked eggs were safe for no one. 
These warnings did not prevent, that very 
year, the largest single outbreak of illness so 
far traced to eggs in America, when a na- 
tionally distributed brand of ice cream 
made about 224,000 people ill in 48 states. 
There were no eggs in the ice cream itself, 
but the mixture was transported in lorries 
that had previously carried liquid eggs. The 
outbreak incidentally revealed that, 
whereas 100,000 cells of Salmonella were 
once considered necessary to trigger infec- 
tion, as few as ten cells might do the job. 

Today, the Agriculture Department 
(USDA), the Food and Drug Administration 
(FDA) and even the egg industry agree that 
nobody should eat eggs that have not been 
thoroughly cooked. But how dangerous are 
they? There, confusion is still apparent. The 
federal government and the egg industry 
agree that about one in 20,000 eggs is actu- 
ally contaminated: a figure that would put 
the average egg-eater at risk only once every 
50 years. On June 4th, however, in a speech 
at Michigan State University, Catherine 
Woteki, the under-secretary for food safety, 
said that Salmonella probably caused 
nearly 900,000 illnesses a year in the 
United States. Five days later, the USDA re- 
vised the figure down to 661,633; but, since 
Salmonella has a fatality rate of 0.1%, this 
would still account for 661 deaths a year. 

What should be done? As some scien- 
tists in the 1960s and 1970s correctly noted, 
Salmonella infection may be rooted in the 
industrialisation of egg-production. Be- 
cause egg-laying flocks are closely bred, they 
lack genetic variety. Contaminated feed, 
dirty sheds and the use of antibiotics may 
all add to the risk of disease. Yet so, too, may 
egg-washing. Washing not only warms up 
the egg, which then cools slowly in the car- 
ton, but also removes the natural protective 
film on the shell, opening the door to 
contamination from the washing water. 

In the 1990s, after an epidemic of egg- 
related illnesses in New England, the USDA 
started a Salmonella surveillance pro- 
gramme which, among other things, at- 
tempted to trace implicated eggs back to 
the farm. But the cpc reported that distrib- 
utors had begun mixing eggs in the cartons, 
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which meant that they could not be traced. 
In 1990, “USDA trace-backs successfully 
_ identified the source 86% of the time; by 
1993, the number of successful trace-backs 
“had dropped to 17%. 

, Meanwhile, the egg industry has used 
its influence with a sympathetic Congress 
to strike down financing for the Salmo- 
nella-tracking programme. Although eggs 
were identified in 1990 as a “hazardous 
food”, meaning they required refrigeration, 
the UsDA admitted’ in 1996 that the rules 
had never been enforced because the egg 
industry felt they were too restrictive. 

This May, the FDA and the usDa jointly 
asked for comments on a new proposal to 
address the problem of Salmonella in eggs. 
i: Refrigerating and date-stamping cartons 
 -are two of the suggestions—along with the 
“idea that consumers should be educated 

about the dangers. At present, they remain 

in ignorance. Although there are many egg- 
warnings on the World Wide Web for com- 
puter-literate cooks, there are none on com- 
“mercial egg cartons: precisely the place 
where they might do some good. 










~ Immigration 
“Suspicious minds 


PHILADELPHIA 


OUNG Americans who stay in Japan as 

English teachers are often shocked to 
learn that they must be fingerprinted by 
Japanese officials. How ironic, then, that 
the United States itself should adopt the 
practice. The Immigration and Naturalis- 
ation Service (INs) is in the process of bring- 
ing in a new policy that would demand a 
set of fingerprints from all immigrants, not 
just from those applying for citizenship. 

In even more Big Brotherly style, the ins 
has also decided to run its own fingerprint- 
ing business. (At present, the work is done 
by accredited private-sector outfits.) At $25 
perset of prints, and with ım or more im- 
migrants coming in each year, the agency 
has found itselfa fat new cash-cow. Not that 
it is short of money: its budget for fiscal 
1999, at $4.2 billion, will be 10% above its 
allocation in 1998 and 179% above 1993's, 
despite the fact that total federal-govern- 
ment spending has fallen in recent years. 

Extra money is needed, the 1Ns insists, 
to cover the expense of administering a 
backlog of applications for citizenship. In 
fact, more of the recent increase in spend- 

` ing has been for enforcement of laws re- 
Stricting immigration. During fiscal 1997, 
more than 113,000 immigrants were de- 

< ported. The ins has set a target of 127,300 
deportations for fiscal 1998, despite the ob- 
vious risks when any law-enforcement 
agency pre-determines its rate of arrests. 
The new fingerprinting plan is part of this 
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_ Unlucky for some 
| 


N THIS week of patriotic memories of 
| revolution, a niggling footnote. Some 
| Americans reckon their constitution is 
| incomplete: it is missing its 13th amend- 
| ment, allegedly kept hidden by politi- 
| cians and lawyers for over 150 years. 
Historians agree that in January, 
1810, Senator Philip Reed proposed a 
“Titles of Nobility” amendment. This 
said that anyone who accepted any “title 
of nobility or honour” without the con- 
sent of Congress would cease to be an 
American citizen. It was, in all probabil- 
ity, an attempt to discourage politicians 
| in the fledgling Republic from maintain- 
| ing ties with England. But only 12 of the 
| required 13 states (three-quarters of the 

Union as it then was) approved the 
| amendment, and hence it failed. Or so it 
appeared: the records are fuzzy on 
| whether Virginia, the potentially clinch- 
ing vote, approved it in time. 
| There matters might have rested had 
it not been for David Dodge, a constitu- 
tional gadfly based in Miami. In the 
|. summer of 1983, Mr Dodge, who was 
i once arrested for cutting down tele- 
| phone poles, was reading’in a Maine li- 
| brary when he found an 1825 copy of the 
| Constitution. In it, lo and behold, was 
| the Titles of Nobility amendment. 
| In an article he later wrote for 
| AntiShyster, a Dallas-based magazine 
published by a lawyer-loathing former 
| roofer, Mr Dodge argued that the amend- 
ment’s appearance in the 1825 docu- 
ment meant that it actually passed in Vir- 





drive to uncover undesirables. 

Most Americans say they want a cut in 
the rate of immigration, but current labour- 
market demand makes this hard to insist 
on. The government's compromise has 
been to combine continued high rates of 
immigration with gestures of resistance, in 
particular towards illegal and criminal 
aliens. Net legal immigration during 1997 
was 1.2m, the highest since 1991. The legal 
foreign-born population now numbers 
25.8m, about a tenth of the total popula- 
tion. Yet the total of 113,000-plus deporta- 
tions in fiscal 1997 was also exceptionally 
high. So too was the total of 1,200 or so “de- 
naturalisations”—revocation of citizenship 
on evidence that serious lies had been told 
at some stage in the process. 

Candidates in this year’s congressional 
elections face a dilemma. They must in- 
dulge the business lobby, which wants 
more immigrant labour, while seeming to 
be as wary of mass-immigration as their 
constitutents are. During the 1996 cam- 






































ginia. So why was it concealed, if it was” 
lawful? Because, argues Mr Dodge, “the 
principal intent” of the amendment was 
to prohibit lawyers, judges and bankers. 
from serving in government—and so | 
they conspired to keep it secret. 

What have lawyers to do with nobil: 
ity? According to Mr Dodge, lawyers at 
the time were called “esquire”, among 
other highfalutin things. If the amend- 
ment's existence were admitted, lawyers 
would be revealed as non-citizens, and ` 
would thus be unable to serve in | 
government. 

A few folk on the far right take this 
seriously, just as they reject. the 16th 
amendment authorising the income tax 
(not properly ratified, supposedly). For 
the rest of America, it is a wry joke. At the 
last count, 225 members of Congress 
were lawyers. 





paign, candidates jostled to show resolve 
against immigrants. Congress itself tough- 
ened the law on welfare eligibility for legal 
immigrants and approved big increases in 
INS spending for enforcement. 

Yet Bill Clinton correctly saw the newly 
naturalised as a source of votes. Through 
the $79m “Citizenship usa” scheme, atem- 
porary pre-election initiative, more than 
im were sworn in, many at spectacular 
ceremonies with 12,000-15,000 partici- 
pants. Most of these apparently became 
what the conservative National Reviewhas 
called “instant Democrats”. 

Those speedy days are over. Only the 
House and a third of the Senate face re-elec- 
tion this year; and the mostly Republican 
incumbents seem content to let America’s 
16.7M non-citizens remain in that status. 
They have no wish to create more Demo: © 
crats. Instead, they prefer to keep America’s < 
aspiring citizens at arm’s length—an 
make sure their fingerprints are taken. 





















































Sam Bond? Sounds funny 


€6 © ECRECY”, declared Cardinal Richelieu, “is the first es- 

sential in affairs of state.” But that bureaucrat-cum-politi- 
cian was a 17th-century Frenchman. Today’s American equiva- 
lent—one of those clever types floating effortlessly between 
White House policy-making and Wall Street money-making (a 
Richard Holbrooke or Bob Rubin, for example)—is bedevilled by 
the Freedom of Information Act and by investigative reporters. 
If he held Richelieu’s view, he could never dare express it. 

But why would he hold Richelieu’s view? Americans, be they 
powerful or humble, live in a culture of openness. They ask blunt 
questions—how much do you earn, how much did your house 
cost?—that make Europeans squirm. Politicians publish their tax 
returns and list their income and 
assets (a habit which this year 
embarrassingly reveals Vice-Presi- 
dent Al Goreasa charity skinflint). 
Presidential appointees are ques- 
tioned by Senate committees 
about their private activity as well 
as their professional ability. Law- 
yers embark on “discovery” expe- 
ditions, dredging through per- 
haps years of archives and emails 
(Ken Starr, in his role as President 
Clinton’s bogeyman, has even 
subpoenaed Monica Lewinsky’s 
reading lists). As the microchip 
mantra has it, this is the informa- 
tion age, and the more the better. 

That is one reason why Ameri- 
cans have never felt comfortable 
about the Central Intelligence 
Agency: “the company”, as the spy 
novelists like to call it. True, the 
CIA now has its own website on 
the Internet, but this cyberspace 
openness has strict limits. Ordi- 
nary Americans sloppily equate information with disclosure, 
but the cia has no such illusion: since information is power, let’s 
keep it to ourselves. 

There are, of course, other reasons. It is hard to garner popu- 
larity while practising secrecy, and some of those triumphs of 
“covert action” that occasionally leak out to public scrutiny can 
be pretty controversial—for example, the overthrow of Mossa- 
degh in Iran in 1953 or aid in the 1980s to Afghanistan’s anti- 
Soviet guerrillas. And the disasters are etched deep in the public 


|- (or at least journalistic) memory: the Cuban Bay of Pigs fiasco in 


1961, for example, or the Iran-contra affair in the 1980s. So, too, is 
the list of “dirty tricks”, real or rumoured: complicity in the 
deaths of Trujillo in the Dominican Republic, Ngo Dinh Diem 
in South Vietnam and General Schneider in Chile, and plots to 
assassinate Lumumba in Congo (others succeeded where the CIA 
failed) and Fidel Castro in Cuba. 

In theory, the c1a has forsaken homicidal tendencies. After 


| all, by the late 1970s the government had expjicitly prohibited it 


“from engaging, directly or indirectly, in assassinations”. But 


has it forsworn other nastinesses? Last week an American nun, 


Sister Dianna Ortiz, gave harrowing testimony to the congres- 
sional human rights caucus of the torture and rapes she had suf- 
fered in 1989 at the hands of Guatemalan security agents super- 
vised by a mysterious “Alejandro”, who, she said, was “tall and 
fair-skinned and spoke halting Spanish, with a thick American 





accent. His English was American, flawless, unaccented.” 

All of which raises an obvious question. If the CIA is so 
hamfisted, so beset by bureaucratic infighting (it has had five 
directors in the past decade, quite apart from several abortive 
nominations) or so unAmerican in its behaviour, does America 
need it—at least in its present form? Daniel Patrick Moynihan, a 
Democratic senator from New York with an abiding scepticism 
concerning the CIA, argues in a forthcoming book (“Secrecy, the 
American Experience”) that “secrecy is for losers”. Despite its sur- 
veillance technology, its banks of analysts, its secret agents, the 
CIA in the late 1980s was ludicrously claiming that East Ger- 
many had a higher per capita output than West Germany and 
that the Soviet Union’s per capita 
income was higher than Italy’s. 

In contrast, in the mid-1980s 
Mr Moynihan said. it was com- 
mon sense to predict that the “evil 
empire” would collapse with or 
without President Reagan’s ex- 
pensive arms. build-up. So too 
with the Sandinistas in Nicara- 
gua: why bother with the law- 
breaking subterfuges of the Iran- 
contra affair when the Sandinist 
regime would sooner or later col- 
lapse through its own economic 
ineptitude? 

The senator has a point. But 
does it really follow that “secrecy 
is for losers”? It is one thing to take 
a grand view of the ineluctable 
forces of the historical process, 
quite another to deal with the 
daily realities of that process: the 
plans of brutal dictatorships in 
the Middle East or North Korea to 
acquire nuclear and other weap- 
ons of mass destruction; or the security of foreign oilfields on 
which American industry relies; or the threat of foreign terror- 
ism to Americans at home or abroad. If the cia did not exist, 
something like it would have to be invented. 

Hence an apparent piece of political bravado: just as the CIA 
is at a particularly low point, having failed first to recognise the 
full extent of Saddam Hussein’s weapons programme and now 
to spot India’s preparations for nuclear tests, it says it needs 
more resources. Surveillance satellites, it observes, are no substi- 
tute for the mole in a foreign government or the agent masquer- 
ading as an innocent businessman or—heaven forbid—as an in- 
nocent journalist. According to the New York Times, quoting 
“officials” (anonymity dies hard, despite the website), the CIA 
therefore plans to hire five times more case officers next year 
than it did two years ago; to beef up its language and other train- 
ing programmes; and to reopen several of the overseas stations 
once deemed irrelevant with the end of the cold war. That way, 
the congressional paymasters will be told, the American govern- 
ment will get better information for the $27 billion a year it gives 
the cia and the rest of the “intelligence community”. 

But will a better agency be better loved? It seems unlikely. 
Spies by definition work in secret and, as Mr Moynihan points 
out, openness is a singularly American characteristic. Perhaps 
that is why America’s only popular spy isa Scotsman, James 
Bond. “M” would have understood Richelieu perfectly. 
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Clouds over Argentina 


BUENOS AIRES 


As the economic outlook darkens, can Latin America’s fastest-growing econ- 
omy slow, without crashing? Maybe—if its politicians do the right things 


Y RIGHTS, Argentina should be look- 
ing forward to a period of prosperity 
and political tranquillity, the reward of al- 
most a decade of radical free-market re- 
forms and a broad consensus about main- 
- taining them. Not so. Even as they insist 
that the economy. can cruise for several 
-- years with growth of 5% or more, officials 
~ are looking anxiously over one shoulder at 
Asia;‘and over the other at the un- 

_ certainties of Brazil. And though a 
-= presidential election is still 15 
<< months away, a premature start to 

‘the campaign has killed hopes of 
much progress on further reforms. 

The most tangible sign of this 
. mood is last month’s tightening of 
- economic policy. First, Roque Fer- 
. nandez, the economy minister, an- 
nounced the shelving of a $10 bil- 
lion road programme dear to Pres- 
ident Carlos Menem, and post- 
ponement of a scheme to raise 
teachers’ wages. Then Mr Menem 
announced a $1 billion cut in this 
year’s government spending, and 
backed a fresh effort to get Con- 
gress behind a tax package to end 
distortions that hinder business. 

_ This new tack follows months 
in which the government publicly 
pooh-poohed IMF calls to cool an 
economy that grew by 8.6% last 
year. Argentina’s loan agreement with the 
IMF (needed to reassure markets rather 
than for the money) calls for a 1998 budget 
deficit below $3.5 billion; a “reasonable” 
target, says Mr Fernandez, and he is acting 
to meet it. Chronic evasion meant that re- 
cord growth was not matched by tax collec- 
tion, $1 billion below target in January- 
May. Yet in January-March alone spending 
was $775m under budget; Mr Menem’s 
promised cuts are already under way. The 
underlying aim is to assuage market fears 
for the current-account deficit, which the 
IMF reckons was heading for 4.8% of GDP 
this year, a full point over the agreed target. 
<, Much isat stake. Central to Argentina’s 
- recovery from hyperinflation at the start of 
Mr Menem’s presidency in 1989 was a 
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scheme which Argentines call “convertibil- 
ity” and economists call a currency board. 
The peso is pegged by law to the dollar, and 
freely convertible, while the money supply 
is tied to the level of foreign-exchange re- 
serves. This rigid arrangement has deliv- 
ered price stability and growth (and is re- 
luctantly endorsed by the two-party centre- 
left opposition Alliance). But success has 





come at a price: in 1995, as foreign money, 
and thus domestic liquidity, drained away 
after Mexico’s crisis, the economy slumped 
and unemployment leapt to 18%. Is Argen- 
tina now set for another such bust? 
Officials insist that its defences against 
external contagion are far stronger than in 
1995. A rickety financial system has been 
stiffened, with weaker banks shut down 
and many larger ones sold to foreignerg. 
The government has stretched the average 
maturity of its foreign debt to nine years. 
Strong private investment is raising busi- 
ness efficiency. Though exports recently 
stopped growing, they have not fallen, de- 
spite what Pedro Pou, the central bank's 
governor, calls “a unique combination of 
negative circumstances”—lower commod- 















































ity prices, the rise of the dollar. and so th 
peso, bad weather, floods, and stag: 
in Brazil, Argentina's biggest export ma 
But independent economists sa 
ity is already rapidly slowing, and forese 
1999 growth of 3.5% or less. To do better 
they argue, further reform is needed, to cu 
business costs. And Mr Menem has shown 
little interest in that of late. Notably, he has 
let his labour minister present a bill tha 
would entrench trade-union power and’ 
scrap emergency provisions, allowing em- 
ployers to offer temporary jobs free of red’. 
tape. That helped create 800,000 jobs las 
year and to lower unemployment to 13.7%. 
Why? Politics. This year was expected to 
be a pause between last October's congres- 
sional elections, won by the Alliance, a 
the presidential election of October 1999. 
Instead, both main political forces are 
locked in internal battles. With 
his Justicialist Party, Mr Menem 
supporters are manoeuvring to ob- | 
tain a (dubious) interpretation: of | 
the constitution to let him run fora. 
third term. At the least, he aims to. 
keep control of the party at a con: 
vention this month, and see off a 
waning challenge for the candi- 
dacy from his rival Eduardo Du- 
halde, governor of Buenos Aires 
province. In this he needs the aid of 
Justicialist trade-union leaders, 
who oppose labour-market reform. 
Yet after nine years of Menem- ~~ 
ism, Argentines seem ready for 
change. Most expect the Alliance to 
win in 1999, provided it holds to- 
gether during a potentially bruis- 
ing contest in November to choose > 
its presidential candidate. For that « 
job, the Radical Union’s Fernando”. 
de la Rua, mayor of Buenos Aires, 
looks likely to pip Graciela Fernan. 
dez Meijide from Frepaso, the Alliance’s — 
younger and'smaller component. Frepaso’s © 
concern now is to commit the Alliance to 
rules ensuring a fair share of top posts for it 
if Mr de la Rua becomes president. : 
And what would an Alliance govern- 
ment do? Tackle corruption, says Mrs Fer- 
nandez Meijide, and emphasise reforms 
that Mr Menem has neglected, notably of 
the judiciary and social policy. As for the 
economy, it would probably tinker with his 
reforms, not undo them. It might even have 
to promise more to win help, in a presiden- 
tial run-off, from Domingo Cavallo, whoas 
economy minister in 1991-96 brought in 
convertibility and now leads his own party. 
The Alliance’s blend of liberal ‘politics 
and Blairite economics might prove a b: 














‘to the wounds left by Mr Menem’s mixture 
of liberal economics and Sicilian politics. 
But that is, at earliest, 17 months away. 
Meanwhile Argentina and its fixed peso 
face the risks of a world where other curren- 
cies are depreciating by the day. 
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Offside 


RESH from beating England's foot- 
ballers in the World Cup, Argen- 
tina will soon be sending another 
team that may tweak British noses: on 
October 27th, Carlos Menem is due in 
London on a six-day official visit, the 
first by an Argentine president for 38 
| years. Most of his time will be spent in 
| mutual goodwill, which hasimproved | 
| vastly—the hand of Diego Maradona | 
| notwithstanding—since the two coun- | 
_-tries went to war over the Falkland Is- 
| lands in 1982. But Mr Menem has 
se sworn blind that he will raise the issue 
“of sovereignty over what he calls the Is- 
las Malvinas. And his hosts swear just | 
as blind that, having kicked out the | 
1982 invasion, and refused to negoti- | 
ate about sovereignty ever since, they | 
won't even talk about it. | 
So far, so smoothable over by any 
competent diplomat. But now oil and 
a draft Argentine law are troubling the 
waters. The two countries in 1995 
agreed to co-operate in, and share roy- 
alties on, any oil produced from one 
area midway between the Falklands 
and the mainland. But this April an 
| American firm began drilling in a dif- 
ferent area, north of the islands, with 
the Falklanders’ permission alone. 
Mr Menem’s government at once | 
declared all Malvinas oil subject to a 
3% royalty; and his brother Eduardo 
rushed through the Senate, which he 
chairs, a bill to penalise companies 
drilling—anywhere—without Argen- 
| tine permission. It is now in the lower 
| house. Next the opposition Alliance 
| rushed in: in power, it said, it would 
| not recognise the 1995 accord. Fools, 
cried Guido Di Tella, the foreign min- 
ister: collection of royalties under that | 
| deal would be “an argument of enor- | 
| mous weight” for Argentina’s claim to 
| the islands themselves. 
| Really? British noses are already 
| out of joint. So could yet be the two | 
i H 
f 





countries’ “umbrella” agreement to | 
co-operate in practical things round 
the islands without affecting eithers | 
claim to sovereignty. But there's hope. | 
| The Americans found only traces of | 
| oil. A second company has just-given | 
up drilling, having found none atall. | 
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Chile e 





Battening down | 


SANTIAGO 


F ALL Latin American countries, Chile 

is especially vulnerable to the turmoil 

in Asia. Yet Chileans, after eight years of sus- 

tained growth and steadily dropping infla- 

tion, are reluctant to relinquish their faith 

in an ever-brighter economic future—and 
the high spending that goes with it. 

Chile’s problem is twofold. Last year, 
33% of its $17 billion exports went to Asia— 
a lot by Latin American standards. Now 
sales, once fast-growing, have slumped. Its 
biggest export is copper—and copper, $1.19 
a pound a year ago, is down to 74 cents. 
That not only hurts export earnings but 
also the budget, since the state still owns 
Codelco, the national copper company. 

Overall, in January-May exports were 
down by 11% on the total for that period of 
1997, and imports up by 12%. A trade deficit 
at least $1 billion above last year’s $1.3 bil- 
lion is expected, and an overall current-ac- 
count deficit of $5 billion-plus, over 6% of 
GDP of $80 billion (or thereabouts, depend- 
ing on whether growth—improbably—at- 
tains the 5.5% which the finance minister, 
Eduardo Aninat, still boldly predicts, and 
how far the Chilean peso slides). 

Big firms have already felt the pinch. 
Basking in international approval, they 
used to have ready access to cheap dollar 
finance, a safe bet when the peso was 
strong. Now, global bond markets have 
turned cold on them, and the peso’s fall of 
9% against the dollar since October has 
made past borrowing weigh heavily. 

Last week poor May trade figures and 
deepening Asian troubles put pressure on 
the peso. The authorities reacted—belat- 
edly, say some critics—with pledges of bud- 
get cuts and what amounted to a devalua- 
tion. Behind the technicalities (a narrowing 
of the band within which the peso is al- 
lowed to fluctuate), the central bank made 
clear that it would let the peso slide to 482 
to the dollar. Before the change, the rate had 
been about 458; it fell at once to 469, then 
picked up, but may soon test the new limit. 

Another step has more strikingly 
symbolised the way life has changed. The 
central bank has for years protected Chile 
against surges of hot money by demanding 
a year-long, interest-free deposit of 30% of 
incoming capital. In effect, it said: hot 
naoney, stay away, we can do without you. 
The system has been much praised. But 
now Chile has found it can no longer af 
ford to be so choosy: the deposit was cut to 
10%. Supposedly, this is to help firms bor- 
row abroad. By happy chance, with interest 
rates high, it may also tempt in dollars and 
keep the peso’s slide within bounds. 

The government's spending cuts; 




















$200m in the second half of this year, do 
not seem to amount to much in a $17 bil- 
lion budget. But “it’s a courageous measure 
to take half-way through the year,” says Vit- 
torio Corbo, an academic economist. There 
will also be a new infrastructure fund 
(translation: postponement of spending) of 
$150m. With measures taken earlier this 
year, mainly cuts in investment by state en- 
terprises, public spending could be low- 
ered in all by nearly 1% of GDP. 

Too little, say some, even’so. But there is 
more belt-tightening to follow: the govern- 
ment says it will keep growth in its spend- 
ing halfa point below that of GDP next year. 
With a presidential election duein Decem- 
ber 1999, that indeed is a promise of virtue. 
Few Chileans will regret the postponement 
of the air force’s much-publicised plan to 
buy new jets. But other cuts will have bitten 
by then. Will the voters bite back? 
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Venezuela 
It’s all Chavez 


CARACAS 


N 1992, Hugo Chavez, then a serving 

army colonel, tried to mount a coup. 
This December he may be voted into the 
presidency, thanks to bumbling opponents 
and a faltering economy. One poll this 
week put him well ahead of the former 
front-runner, Irene Saez, an independent, 
despite the support she recently got from 
Corel, one of Venezuela’s two big parties. A 
later poll put her third, another indepen- 
dent, Henrique Salas Romer, slightly ahead 
of her, and Mr Chavez first, with more sup- 
port than the other two combined. 

His rivals have played into his hands by 
making Mr Chavez—he is strictly in mufti 
these days, though still known as el com- 
andante—the issue. All point out the threat 
he poses, denouncing him. as anything 
from.a communist to a falangist, as in Fran- 
co's Spain, for his army background and his 
attacks on the status quo. But they offer no 
persuasive vision of their-own. 
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Witness the choice by the largest party, 
Democratic Action, of its autocratic chief, 
Luis Alfaro Ucero, as its standard-bearer. A 
lover of backroom deals, with a Stalinist ap- 
proach to party discipline, he typifies for 
many all that is wrong with Venezuela’s 
politics. Despite the party's powerful ma- 
chine, polls put him nowhere. His age— 
76—is no help. President Rafael Caldera 
was 78 when he was elected in 1993. But Mr 
Caldera’s lacklustre term has left many vot- 
ers reluctant to take that road again. 

Ms Saez, the front-runner for many 
months until recently, had hoped to see 
Coper’s blessing revive her faltering cam- 
paign. It has not. Alternating between her 
image as the business-like mayor of the rich 
Caracas neighborhood of Chacao, and that 
of a Venezuelan Evita Peron, she continues 
to be watched more for her hairstyle (it al- 
ternates too, between Evita and the style of 
the Miss Universe that Ms Saez once was) 
than for her policy statements. Her support 
is drifting off to Mr Salas Romer, the emerg- 
ing darling of businessmen, though still lit- 
tle known outside his home state of Cara- 
bobo, where he did a fair job as governor. 

Mr Chavez's “time for a change” mes- 
sage is winning support as the economy fal- 
ters, hard hit by the collapse of oil prices. 
GDP may grow by only 1% this year, as 
against an earlier projection of 6%. Infla- 
tion remains high, and fear of devaluation 
is leading Venezuelans to flee into dollars. 

The government earned nearly $12 bil- 
lion from oil last year. This year it may get 
$7 billion—and that depends on prices ris- 
ing faster than now looks likely, for all 
OPEC's plans to cut output. It has already 
had to reduce spending by $3.5 billion, and 
may have to borrow the rest where it can. 


The strain is telling: on June 30th the fi- - 


nance minister, Freddy Rojas Parra, re- 
signed after six months in office. For per- 
sonal reasons, he said. Others suggested 





Chavez, in mufti and the lead 
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disagreement over a possible devaluation, 
which (though Mr Caldera last week ruled 
it out) would at least help the treasury. 

It would also add to inflation, now run- 
ning at around 30% a year. The alternative 
is belt-tightening: as Mr Caldera told pub- 
lic employees, “We can’t raise wages, be- 
cause no way can we pay for it.” The 1999 
budget presented by Mr Rojas on the day he 
resigned envisages no increase over 1998. 

All this promises votes for Mr Chavez. 
He is the only candidate to attack the mar- 
ket economics that the Caldera govern- 
ment belatedly accepted two years ago. So 
far, Venezuelans have mostly felt more 
pain from it than gain. 

Can Mr Chavez be stopped? Maybe, if 
his present rivals get together. Some people 
hope for a new face, for instance Luis 
Giusti, head of the state oil company. Some 
even fear that the elite might seek army 
backing to stop Mr Chavez, if there seems 
no other way. He himself has already 
hinted at attempts to kill him, or at least 
electoral fraud (of which he sees signs in the 
decision to bring the congressional elec- 
tions forward by a month from presiden- 
tial voting day). These worst spectres are un- 
likely to prove more than that, not least 
because Mr Chavez is not quite the ogre he 
is painted as. But uneasy months lie ahead. 








Guyana and Suriname 
The pain of the 
ballot-box 


GEORGETOWN 


ps of the finance-ministry building 
goes up in flames. Civil servants 
threaten to strike. Bomb threats pour in, 
and real attempts at arson. Bands of oppo- 
sition supporters throw petrol bombs. 
Shops put up metal shutters. The police are 
attacked; after a week of calm, under attack 
again on June 30th, they fire crowd-control 
pellets, wounding 15 people. Racial insec- 
urities run high. That has been Guyana’s 
capital, Georgetown, recently. 

Why? Because Desmond Hoyte, the el- 
derly leader of the mainly Afro-Guyanese 
People’s National Congress, still cannot 
stomach the fact that 55% of the voters last 
December backed the mainly Indo-Guya- 
nese People’s Progressive Party, and chose 
as president—his job for seven years until 
1992—Janet Jagan, the even more eldefly 
widow of his successor, this former British 
colony’s legendary Cheddi Jagan. 

In defeat, Mr Hoyte at once alleged elec- 
toral fraud. His supporters rioted in De- 
cember and January. The Caribbean Com- 
munity (Caricom) then brokered a deal, 
including an independent audit of the 
election. The team reported a month ago: it 
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had found no evidence of significant 
wrongdoing. But Mr Hoyte still says the 
government is illegal, boycotts parliament, 
and wants “defiance and civil resistance”. 
This week brought hope of a new deal. 
Mrs Jagan and other Caricom leaders went 
to a summit in St Lucia. Mr Hoyte was in- 
vited too. So was Nelson Mandela—a man, 


if any, qualified to give a lesson in the bal- _ i 


lot-box democracy that he clearly learned 
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more about during 26 years in prison than 
did Mr Hoyte in the 28 years for which his 
party ruled Guyana. 

There is trouble too in next-door Suri- 
name, a former Dutch colony. Its economy 
looks rocky, and the government is under 
fire for (sensibly) seeking a foreign partner 
in the oil industry. The largest business 
organisation has called on it to resign by 
July 8th. Labour leaders agree, and the op- 
position is crowing. There have been 
marches, business shutdowns and strikes. 

The president, Jules Wijdenbosch, will 
be hard to shift. But the 51-member Na- 
tional Assembly is half paralysed. Its de- 
bates require a quorum of 26. The five- 
party ruling coalition has just that number 
of members. If one is absent, the opposi- 
tion—eight parties, plus two indepen- 
dents—can halt business by walking out, 
having made sure they sign in first, to get 
paid. Still, after a three-month gap, a meet- 
ing was held on June 16th—and adjourned 
at half-time, to let members watch Brazil's 
World Cup footballers play Morocco. 

Suriname's strongman is on the presi- 
dent's side: Desi Bouterse, a former colonel 
who took power in the 1980s. The Nether- 
lands last year asked Interpol to have him 
arrested for cocaine smuggling. But what- 
ever his faults, the voters gave his party 16 
seats in the 1996 elections. 

With only 485,000 people, Suriname is 
a cocktail of blacks, Indians, Javanese, 
Amerindians, Chinese and Bosnegers, 
these last being descendants of slaves who 
escaped to re-create Africa in the rainforest. 
The official language is Dutch, but a dozen 
others are spoken. There are Hindus, Mus- 
lims, and a full brand-range of Christians. 
But its political tensions are not ethnic. 
Government and opposition blocks are 
multiracial. Maybe Suriname too could 
teach Guyana one useful lesson. 
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Down with the rand 


JOHANNESBURG 


. Currency dealers’ speculation may not have been the only cause of 
- the collapse of South Africa’s currency this week 


>O PIPHE South African rand plummeted 
= A this week, losing 7% of its value since 
_. June zist. Yet in South Africa itself nothing 
_ happened to cause so drastic a collapse. 
Nelson Mandela remained president and 
the respected Chris Stals—despite oft-re- 
_ peated rumours to the contrary—stayed on 
_ as governor of the central bank. Trade fig- 
; ures were good, and the government main- 
tained its conservative economic policies. 
The action that sent the rand to a record 
< Jow took place in the dealing rooms of Lon- 
_. don and New York, where hedge funds and 
speculators reduced South Africa’s cur- 
rency at one point to 6.20 to the dollar, 22% 
below its level on May 22nd. 
© Some saw it as just South Africa’s turn— 
> atypical attack by currency speculators on 
< avulnerable target at a time of nervousness 
about emerging markets, whether in Africa, 
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Asia or Latin America. But the 
reason South Africa is vulner- 
able is that the dealers know 
the central bank is reluctant to 
raise interest rates because 
that would stifle a struggling 
economy and add to already 
high unemployment. They 
also know that the bank has 
little foreign exchange with which to de- 
fend the currency. Lacking these defensive 
weapons, Mr Stals has dithered. In May he 
spent $5 billion trying to protect the rand, 
then decided to put up interest rates in- 
stead. Soon afterwards he dropped them 
again, and then he raised them again. 

The first reaction in Pretoria and Johan- 
nesburg was to protest that this currency 
crisis was not South Africa’s fault. Those ig- 
norant foreigners and currency dealers 
were to blame. After all, none of the weak- 
nesses that helped to bring down Asian 
economies last year are present in South Af- 
rica. The current-account deficit is modest, 
inflation is low, banks are strong and com- 
panies have not taken out too many short- 
term loans in foreign currencies. 

But the more those ignorant foreigners 
and currency dealers examined South Af- 
rica, the less they liked what they saw. True, 
the African National Congress-led govern- 
ment is still implementing the free-market 
policies they approve of, such as privatisa- 
tion and strict control of the budget deficit. 
But they also wonder how long the ANC 
will persist with such policies when the 
economy is barely growing, unemploy- 
ment remains stubbornly high, and there is 
a general election to fight next year. 

Do the ANC’s leaders really believe in 
their economic programme, known as the 
Growth, Employment and Redistribution 
strategy (GEAR)? Their political partner, 
the main trade-union federation (COSATU) 
and the South African Communist Party, 
certainly do not, as they made abundantly 
clear even while the rand was falling. 
COSATU, whose general secretary, Sam Shi- 
lowa, is fond of quoting Lenin, bitterly at- 
tacked GEAR at its central-committee meet- 
ing last week. The Communists are doing 










































the same this week at their congress. 

Few South Africans suggest that GEAR is 
a runaway success, but they disagree. on 
whether that is because it is a bad policy or. 
because organisations like COsATU ‘are 
putting obstacles in its way. South Africa 
gets plenty of fickle portfolio investment. 
into its stock and bond markets, but it des- 
perately needs more foreign direct invest. 
ment. Privatisation—which: investors arè 
demanding—is slow, partly because of op-. 
position from the trade unions. The unions 
have also encouraged a rash of new labo 
laws in the past four years that have frigh 
ened off investors. 

Even. without such problems, most of 
the country’s businessmen and economists" 
concluded this week, the rand might still 
have been the victim of a speculative o 
slaught in the currency markets~but it 
would have been equipped to defend itself 
much more robustly. “The fact that we are 
so vulnerable to these emerging market: 
instabilities... perhaps tells us that we 
need to move quicker on structural adjust- 
ments like labour policy and privatisa- 
tion,” comments Julia Roy, an economist at.” 
Rand Merchant Bank. 

Reaction in South Africa to the rand cri- 
sis has so far been curiously muted. The fall- 
ing currency makes no immediate differ- 
ence to the great majority of the country’s 
poorer black inhabitants. The predomi- 
nantly white middle class is likely to suffer 
from higher home-loan rates and hire-pur- 
chase costs for cars—prime lending rates 
are now at 22.25%—and a holiday abroad. 
will be more expensive. Exporters, however, 
including gold miners, are smiling at the 
prospect of higher rand earnings from — 
goods they sell for dollars... : 
Four years after the end of 
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and the heady optimism that followed the 
country’s first democratic election, the 
truth is that South Africa is just another 
emerging market. As Julian Ogilvie Thomp- 
son, chairman of the Anglo American con- 
glomerate, remarked glumly in his recent 
annual report, the euphoria quickly faded 
after 1994. “Then South Africa came to oc- 
cupy its true status as a middle-order na- 
tion struggling to undertake complex and 
difficult economic and political reforms in 
a highly competitive world. Though the 
world wished South Africa well and 
wanted it to succeed, no special favours 
could be expected, and indeed none has 
been forthcoming.” Certainly not from the 
foreign-exchange markets. 





Togo 


A test for France 


HIS was daylight robbery. Many elec- 

tions suffer from a few irregularities— 
impersonation, double-voting, a bit of bal- 
lot-stuffing, people in uniform trying to 
make sure you vote the right way. But the 
election in Togo on June 21st went far be- 
yond irregularities. It was blatantly stolen 
by the government. 

That is no surprise. This small slice of 
West Africa, home to about 4m people, has 
been ruled by Gnassingbé Eyadéma for the 
past 31 years. He is no democrat. When one- 
party states became less fashionable at the 
end of the cold war, an uprising in 1991 
forced him to allow a national conference 
to discuss the country’s future. When the 
conference tried to examine the shortcom- 
ings ofhis dictatorship, he sent in the army 
to close it down. In a remarkable defence of 
their new-won freedoms, thousands took 
to the streets of the capital, Lomé, and made 
the soldiers go back to barracks. It did not 
last. In 1993, after a long struggle between 
the army and the democracy 
movement, Mr Eyadéma eas- 
ily won an election boycotted 
by the opposition. Most west- 
ern aid donors shunned Togo 
but, with French support, he 
stayed in power. 

Before the latest election, 
Mr Eyadéma’s supporters, 
mostly Kabaye people from 
central Togo who back the 
army, the police and the bu- 
reaucracy, fiddled the elec- 
toral lists, denied the opposi- 
tion access to the state-run 
media and intimidated oppo- 
sition politicians. Even this 
was not enough to swing the 
election. When the votes be- 
gan to be counted, it was clear 
that Gilchrist Olympio, the 


44 


chief opposition candidate and son of the 
country’s first president, was going to win. 
Whereupon the paramilitary police 
stepped in and stopped the count in Lomé: 
ballot boxes, it is reported, were seized and 
burnt. The head of the electoral commis- 
sion and four of its members resigned. The 
interior minister declared President Eya- 
déma the winner anyway. 

The results still have to be “finalised”, 
but the opposition has taken to the streets 
in protest. The European Union has ex- 
pressed its “deep concern” at the regime’s 
failure to abide by the rules and demanded 
that full results be published. The Ameri- 
cans are even blunter: “We . . . question the 
legitimacy of the outcome.” What, if any- 
thing, will be done? 

The question applies particularly to 
France, which once ruled Togo. In the past 
France has supported its allies in Africa, 
democratic or not, and Mr Eyadéma has 
been a faithful and enduring friend. In re- 
turn France provides Togo with almost a 
third of its aid, about $60m a year. But loy- 
alty to its local allies has put France on the 
losing side in many recent conflicts in AF 
rica—most notably in Rwanda, where it 
helped those responsible for genocide, and 
in Zaire, where it backed Mobutu Sese Seko 
long after it was clear that he was losing 
control of the country. 

Officially, the government in Paris 
wants to end the cosy relationship between 
France and French-speaking African rulers. 
It talks of moving from paternalism to fra- 
ternalism. In practice, French interests 
have until recently still taken precedence 
over democracy and human rights. Last Oc- 
tober Cameroon conducted an almost 
equally bogus election, but France made 
sure the EU's criticism of it stayed muted. 
Last week, by contrast, an attempt by local 
French officials in Togo to soften an EU 
statement on the election was overruled by 
their bosses in Paris who strengthened it. 
Maybe France is coming clean at last. 
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Jordan 
The smile fades 


AMMAN 


Fe the past two years, ordinary Jordani- 
ans have complained that life has been 
getting worse. Better, said the official statis- 
tics office, churning out rosy economic 
data. Mystified economists put the discrep- 
ancy down to unequal distribution. Now, it 
turns out, the people were right. The gov- 
ernment got its sums wrong. Take 1996: the 
economy grew by 5.2%, said the govern- 
ment. Oops, 0.8%, officials now admit. And 
last year it was 2.7%, not the 5% hitherto 
claimed. Suddenly, the Jordan that had 
come to look like a model pupil of the IMF, 
thanks to six apparently successful years of 
economic reform, seems more like a prob- 
lem child. 

Nonsense, says the government, there 
has been no mistake. The original figures 
were only estimates, it claims, and the latest 
statistics merely reflect a revision of the cal- 
culations. But the discrepancy is too big to 
be explained away so blandly. Sceptics in- 
sist that the committee responsible for the 
figures was either deliberately over-op- 
timistic in an attempt to boost the econ- 
omy—or just plain incompetent. 

Until now, Jordan seemed to be doing 
everything right. After a severe economic 
crisis in the late 1980s, it set about an ardu- 
ous IMF restructuring programme with 
gusto. Inflation was forced down below the 
IMF’ target of 7%, to 3.5%. The central bank 
built up enough foreign-currency reserves 
to cover nearly five months’ imports, well 
above the three months stipulated by the 
IMF. Successive governments have re- 
formed Jordan’s financial laws, simplified 
foreign-investment codes and reined in the 
budget deficit. Food subsidies have been 
abolished, even in the teeth of fierce riots. 
In theory, Jordan’s economic prudence was 
already bringing rewards—witness the high 
figures for economic growth. 

But the new figures show the economy 
growing much more slowly than the popu- 
lation. That means a fall in average living 
standards. As it is, some 26% of Jordanian 
families live in poverty, according to a re- 
cent survey. The government says 14% of 
the workforce are unemployed; indepen- 
dent estimates suggest far higher figures. 
Planned cuts in the civil service will put 
more people out of work. In February, dur- 
ing the West’s showdown with Iraq, riots 
broke out—ostensibly over Jordan’s anti- 
Iraqi policy. But frustration over the state of 
the economy and the government's ever- 
closer ties with Israel, despite the paralysed 
peace process (nearly half of Jordanians are 
Palestinian), doubtless played a part. Such 
protests could easily start again. 

With the economy growing so slowly 
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and the budget deficit likely to rise, the gov- 
ernment has its hands tied. Extra spending 
may. undo six years of hard economic re- 
form. Interest rates, though falling, will re- 
main high enough to protect the Jordanian 
dinar. The United Nations’ embargo on 
Iraq, Jordan's largest trading partner, 
shows no sign of ending; and Israel ap- 
pears to be unwilling to fulfil its promise to 

allow Jordan greater access to the markets 
of Gaza and the West Bank. 

But not all of Jordan's problems are out 
of its hands. The government's bad rela- 
tions with Iraq to the cut in Jordan’s 
share of such Iraqi 
low. And it 
tion, one of th iter 
programme. Potential investors have been 
put off. The. depressing new figures show 
that Jordani has 10 room for such mistakes. 
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Ally against drugs 


TEHRAN 


NIMAL dung, bulldozer blades and 
copies of the Koran are some of the 
hiding-places used by drug smugglers in 
Iran to conceal their illicit cargo. By its own 
admission, Iran is facing a full-scale drug 
war on its eastern borders as producers in 
Pakistan and Afghanistan send ever-greater 
amounts westward. Last year almost 200 
tonnes of narcotics were seized by Iranian 
security forces, some in vehicle checks but 
some after fierce gun battles with well- 
armed traffickers. That was the biggest an- 
nual haul so far but the authorities admit 
that hundreds of tonnes more get through 
Iran to Europe and the Gulf states. 





| Killing the messengers 


GANG of 12 men shot dead Isabel 
Chumpitaz and her husband Jose 
' not long ago. The couple ran a local radio 
| station in northern Peru, and were ac- 
| cused by their killers of “educating the 
| agricultural workers in the region”. The 
| police were conspicuously absent and 
the assassins escaped unhindered. Some 
Peruvians believe the authorities knew of 
the attack but did nothing. 

| Last year, in the world as a whole, 41 
| journalists were killed in the line of duty; 
| that makes a total of 474 in the past de- 
| cade. Halfway through 1998, this year’s 
| toll stands at 17, most of them, like the 


Peruvian couple, not killed in crossfire . 


in war zones but the targets of deliberate 

assassination. For each death, there are 

scores of threats or beatings. Journalists 
_ often get kidnapped or arrested, some- 
|. times by policemen taking revenge for 
investigations into corruption. 
l The Brussels-based International 
| Federation of Journalists (1F}), which rep- 
| resents 250,000 journalists around the 
| world, argues that it is not just the jour- 
| nalists who suffer when this sort of thing 
happens. Killing or otherwise silencing 
journalists, says the 1r}, conceals the 
truth, and allows the continuation of po- 
litical repression, organised theft and 
dictatorship. This “crime against soci- 
ety”, the 1Fy believes, is often the result of 
conscious policy: it reckons many gov- 
ernments use imprisonment and puni- 
; tive libel laws to silence the press. 
+ Journalists are by no means the only 
< -people at risk. Lawyers too are in danger: 
no fewer than 26 of them were killed in 
1996. In Turkey, where Akin Birdal, a 
man who stood up for human rights, was 





shot on May 12th, a number of lawyers 
have long faced threats for their work in 
protecting the country’s Kurdish minor- 
ity. In 1995 alone, 74 defence lawyers 
were reported by the Centre for the Inde- 
pendence of Judges and Lawyers(CyL)to | 
have been detained in Turkey, and 34 | 
tortured. 

The list of the vulnerable does not 
stop there. Since 1992, 139 civilians work- 
ing for the UN, and at least 30 Red Cross 
workers, have been killed while doing 
their jobs, and another 141 have been 
taken hostage. The end of the cold war 
has brought new dangers for aid workers. 
The confrontation between East and 
West generally imposed a certain order 
in local conflicts. In today’s wars in dis- 
integrating states, local warlords tend to 
loot what they need wherever they can— 
which often means aid agencies’ trucks, 
radios and food. That puts aid workers 
even more in the firing-line. | 

The death roll for journalists, lawyers 
and aid workers peaked in the early 
1990s, but, according to the 1Fj and the | 
cyt, the decline since then does not nec- 
essarily mean there is more press or legal 
freedom. It may be that many reporters 
and lawyers have been intimidated and 
given up. That is cause for wider concern. 
People doing this sort of work risk their 
lives because they are witnesses to vio- | 
lence and corruption in places where thee | 
law offers little or no protection. They | 
can tell the world of crimes committed 
by the powerful against the powerless. | 
That makes them targets. Their work is 
often most valuable where it is most dan- 
gerous. If these professionals quail, 
many other people will suffer. 
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The un’s Drug Control Programme 
(UNDCP) believes that three-quarters of the 
heroin: seized in Western Europe comes 
from south-west Asia and that most of it 
passes through Iran. Yet, according to Iran's 
own aniti-drug office, heroin accounted for 
only 1% by weight of all the narcotics seized _ 
in the country last year. Most was opium 
followed by morphine and hashish. o 
It is not.easy for Iran to police its. wild, 
mountainous border provinces of Khoras- 
san and Baluchistan. Until recently, the’. 
smugglers often used armed caravans of | 
camels and small lorries, sometimes attack- 
ing police posts with machineguns and 
rocket-launched grenades to force their 
way through. The government says over 
2,500 members of its security forces have 
“achieved martyrdom” in shoot-outs with 
smugglers. It has spent over $500m on bo 
der fortifications to close the caravan 
routes. Passes have been blocked, ditches 
dug and about 200 observation towers set. _ 
up along Irans 1,900-kilometre (1,200- 
mile) eastern frontier. All this, the govern: 
ment points out, helps the West but brings 
no obvious benefit to Iran’s own economy. 
The drug barons have changed tactics, 
replacing large convoys with harder-to- - 
spot individual infiltration. Mainly Af — 
ghans, these “mules” bring up to 20 kilos: 
(441b) of drugs across the border at night, - 
slipping past defences designed to stop the 
convoys. Most carriers are men but women. © 
are also used, carrying sachets of drugs in: 
side their bodies. Growing air links in the 
region provide more export routes, 
Some of the drugs stay in Iran, which 
has its own drug problem. Official statistics 
record 500,000 Iranian addicts; private es- 
timates are higher. Since 1992 the govern- 
ment has been spending $115m a year on 
rehabilitation programmes and issuing 
anti-drug propaganda, some of which 
imaginatively depicts drug-raddled ad- 
dicts; even the Mona Lisa is there, hollow- 
eyed and sallow, with a hypodermic needle 
in her arm. This week the anti-drug people 
were planning a grand bonfire on the out- 
skirts of Tehran of 50 tonnes of captured = 
drugs. When the flames die down, Iran will’ 
plod on with its war against smugglers, 
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Italy's government soldiers on, 
-but for how long? 


ROME 


Halfway through his term of office, Romano Prodi and his partners are under 


fire. But they haven’t fallen yet 


AS 777 days on July 4th, it is already 
the third-longest-serving of the 55 gov- 
ernments that have ruled Italy since its cur- 
rent republic rose from the ashes of the sec- 
ond world war. Will it match the 833 days 
notched up by Aldo Moro in the 1960s, per- 
haps even beat Bettino Craxi’s record of 
1,058 days in the 1980s? If the past. few 
weeks are anything to go by, the answer is 
probably no. But Mr Prodi will not bow out 
easily. It is not over yet. 

Pride, however, came before Mr Prodi’s 
near-fall. Back in May, he and his friends 
were basking in the glory of gaining admis- 
sion to Europe’s single currency, due to 
start next January. Mr Prodi’s robust skills 
were being widely praised. Then political 
hell broke loose. The single currency apart, 
most other government plans seemed to be 
-going awry. The coalition began to creak. 
c And a party which is not in the coalition 
but which usually provides crucial votes in 
': parliament—the old-guard Marxists of the 

*“Refounded Communists—began to black- 
-mail Mr Prodi, threatening to unseat him if 
he did not give it what it wanted. Last 
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month it almost scuppered his government 
by refusing to endorse NATO's expansion. 

Now the main branch of Mr Prodi’s Ol- 
ive Tree, the ex-communist (but genuinely 
reformed) Democrats of the Left, is playing 
up too. Its leader, Massimo D’Alema, who 
would like one day to be prime minister 
(see Charlemagne, on page 52), has been 
carping at almost everyone. Other twigs in 
the Tree—former Christian Democrats, lib- 
erals, greens, socialists—are twitching with 
demands for favours from Mr Prodi, or else. 
The mood has been ugly. Pundits in Rome 
say there is a “quasi-crisis”: not quite a full- 
blown battle for the survival of the govern- 
ment but a creeping undermining of it. 

There are three broad reasons, however, 
why Italian politics may yet calm doven 
again. And there is also one big one for 
thinking that Mr Prodi may, indeed, be on 
the way out. 

First, it was always likely that, once the 
single-currency success was clinched, the 
semi-truce between parties inside and out- 
side government would end. That became 
likelier last month when a project that had 











































brought an extra measure of consensus to 
political discourse—~a proposed reform 
Italy’s out-of-date constitution—-fizzled ou 
Once the opposition’s leader, Silvio: Ber! 
usconi, had declared the scheme for ¢ 
stitutional reform to be dead, every party i 
parliament decided it was time to make 
own noisy points. But few would actuall 
welcome a general election. E 
This was always going to be the mo- 
ment fora bout of political mud-slinging 
without anyone having to bear the conse- 
quences, For if Mr Prodi keeps upright for 
the next few months, he should be safe for 
another year. President Oscar Luigi Scal- 
faro’s own seven-year term of office expires 
in April next year and, according to the co 
stitution, he cannot dissolve parliament. 
and call a general election for the si 
months before that event. So, come. Octo- 
ber, Mr Prodi should breathe more easily 
until next summer. 
The second reason for thinking Mr Pro- 
di is not about to fall is that the right is in 
disarray. Despite some goodish results in 
recent local elections, it is in no shape for a 
real showdown. Mr Berlusconi’s Freedom 
Alliance is scrapping with the separatis 
Northern League~and with itself. Gian 
franco Fini, the post-fascists’ leader, has not 
forgiven Mr Berlusconi, his supposed ally 
on the right, for sinking the constitutional 
reforms (along with Mr Fini’s hopes fora 
directly elected president). For his part; Mr. 
Berlusconi is furious with another, usually 
smaller, player on the right, Francesco Cos- 
siga, a former president of Christian Demo- 
cratic provenance, who saved Mr Prodi lag 
month in the vote on NATO enlargement. 
Mr Cossiga doubtless now hopes to drive a: 
wedge between Mr Berlusconi and Mr 
Fini—and perhaps pop through the gapasa _ 
new candidate to lead the right. aa 
The third reason for thinking Mr Prodi _ 
may hold on a bit longer is that the grum 
bles of his allies outside the coalition, the 
awkward Refounded Communists, ate just - 
that. They know that without him at the 
helm they stand no better chance—and 
probably a worse one—of winning some of 
the favours that they have been seekingasa 
reward for giving him support. They still 
hope to persuade him to spend more on the 
poor south and more to fight unemploy- © 
ment, which, at 12% nationwide, shows no. | 
sign of falling. And the Communists want 
Mr Prodi to emulate the French and enact'a 
35-hour working week. 
Besides, the Communists’ leader, Fau- 
sto Bertinotti, knows that his own rank- 
and-file still want him to prop up the gov- 
ernment—and were furious when h 
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budget. If Mr Bertinotti misreads. his own 
“voters again, they might replace him with 
Armando Cossutta, who would be much 
“friendlier to Mr Prodi. 

All the same, the Olive Tree is showing 
signs of fatigue, which is why Mr Prodi’s 
. days may indeed be numbered. He cannot 
_ tend to all its branches all of the time—and 
_ their waywardness is beginning to exhaust 
him. Old Christian Democrats are frustrat- 
~ed that he is not financing private schools. 
Democrats of the Left are badgering him to 
reform the secret service. He wants to build 
a bridge over the Strait of Messina to Sicily, 
_ but his green allies say he cannot. The bick- 
“ering is becoming endemic. It may be get- 
ting Mr Prodi down. In the end, even if he 
can survive, he may yet decide it is not 
worth soldiering on. 

M 








almost uprooted it last October over the 
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Starting a series of articles about parties and issues in the coming German 
general election, we look first at the Free Democrats and then at the parties’ 


different attitudes to naturalisation 


GUIDO WESTERWELLE 
seems to pop up everywhere 
at once these days. Here, the 
general secretary of the Free 
Democratic Party, Germa- 
- ny’s liberals, is touting his 
new “whither Germany?” book. There, he is 
thumping the table at yet another press 
conference or grinning toothily through his 
umpteenth television interview. Just how 
many Guido Westerwelles are there? 
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PARIS 


HE French are funny about gender. A 

masculine word is traditionally 
used—if need be—to embrace the femi- 
nine. Un médecin, for instance, could be 
a female as well as a male doctor. Con- 
versely, some feminine nouns could also 
handle distinctly masculine subjects: for 
example, sa majesté (his or her majesty), 
une personne (whether man or woman), 
une vedette (a film star of either sex), or 
une souris (a male or female mouse). 

Some nouns, such as journaliste, can 
vary the gender according to the scrib- 
bler’s sex: le or la journaliste. A few, such 
as boulanger/boulangére (baker) or in- 
stituteur/institutrice  (primary-school 
teacher), have masculine and feminine 
forms. But there is no feminine one for 
such grander equivalents in a lycée (a se- 
nior high school), who remain profes- 
seurs whether female or not. A female 
president can become une présidente, 
but a female ambassador remains mad- 
ame l'ambassadeur: lam- 
bassadrice would usually 
be an ambassador's wife. 
In strict linguistic par- 
lance, a government min- 
ister who happens to be a 
woman is still madame le 
ministre, though most 
now ask to be called mad- 
ame la ministre. 

How confusing—even 
to French people. And 
how annoying to a grow- 
ing number of women, 
not just feminists, now in- 
creasingly in high. places. 
Lionel Jospin, France’s So 


Feminism meets gender in France 





cialist prime minister, who happens to 
be married to a philosopher with femi- 
nist leanings, has decided to press the 
feminists’ cause. In March he said that 
feminised job descriptions should be 
used wherever in common use, even 
though not yet in the official dictionary; 
and he told a government commission 
responsible for dreaming up and vetting 
new words to study the practice in other 
French-speaking countries. 

But France’s two education minis- 
ters, a man and a woman, have decided 
not to wait for the commission’s report, 
due out in December. All women’s job ti- 
tles should, they declare, be linguistically 
feminised. A female member of parlia- 
ment should henceforth be a députée 
(with that extra e at the end); a female 
lawyer becomes une avocate (also with a 
final e); professions ending in -eur will 
normally finish with -rice, as in une in- 
spectrice (an inspector) or may take -euse, 
as in une chercheuse (a 
researcher). 

The almost all-male 
Académie Francaise, offi- 
cial guardian of the 
French language’s purity 
for 253 years, is splutter- | 
ing. The rank of minister | 
does not, say its ageingim- | 
mortals, “confer the right | 
to modify the use of the | 
French language”. Mau- 
rice Druon, 80, “perpetual 
secretary” of the 40-mem- | 
ber august body, is threat- 
ening to take the matterto. _ 
the Constitutional Court. | 








48 





One is quite enough, sigh even some of 
his fellow (jealous?) liberals, The Christian 
Democratic chancellor, Helmut Kohl, 
could not agree more. In his book “Neu- 
land” (Virgin Territory), Mr Westerwelle 
dares to.look ahead with relish to the post- 
Kohl era. And that, for a senior member of 
the ruling centre-right coalition in chancel- 
lor-dominated Bonn, amounts to some- 
thing akin to treachery. ane 

Besides, although 36 and nearly four 
years in his present job, Mr Westerwelle has 
still not quite shaken off his tiresomely 
yuppie image: trendy ties, (Alpine?) tan and 
whirling elbows. But, especially since the 
Free Democrats’ congress in Leipzig at the 
end of June, the bumptious lawyer-man- 
ager needs to be taken more seriously by 
friend and foe alike, 

In Leipzig, Kohl-critic Westerwelle stole 
the show. True, the delegates agreed to stick 
to the alliance with the Christian. Demo- 
crats and their stroppy Bavarian allies, the 
Christian Social Union, after the Septem- 
ber general election—voters permitting. To 
that extent, they backed their worthy but 
harassed party chairman, Wolfgang Ger- 
hardt, who had implicitly. threatened. to 
step down if the Leipzig vote went against 
the coalition. 

But the biggest cheers rang out for Mr 
Westerwelle, who supported the Gerhardt 
line in principle but spent much ofhis time 
heaping scorn on the Kohl camp. The inte- 
rior minister, he complained, was too far 
right, the labour minister too far left; the Ba- 
varians would not even be able “to keep 
peace with Austria” if they managed at last 
to wrench the foreign ministry from the lib- 
erals’ long-lasting grasp. 

Just campaign tub-thumping? This 
time it was rather more. Bit by bit, Mr West- 
erwelle is preparing his liberals for a proba- 
ble spell in opposition. What's more, he is 
even getting them to relish the prospect. 
Quite a feat, given that they have been in 
government for 43 of the past 49 years. 
Though they have rarely scraped together 
much more than the 5% minimum vote 
needed to win seats in parliament, they 
have happily played kingmaker in one co- 
alition after: ariother—since 1982 in alli- 
ance with Mr Kohl. ; 

Is the game upat last? It looks like it, for 
a while, anyway. Ever since the Greens, in 
1983, and later the ex-communist Party of 
Democratic Socialism entered the Bundes- 
tag, the liberals’ place as kingmaker has 
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en under threat. Now, with the Christian 

Democrats trailing badly in the polls, a re- 

birth of the current coalition after the elec- 

ion looks improbable, even if the liberals, 
by their standards, do well. The most plau- 
sible alternatives are a Social Democratic- 

Green alliance or a “grand coalition” of So- 

"cial Democrats and Christian Democrats. 

_. Either way, that would squeeze the Free 
“Democrats out of office. And with some se- 
nior liberals like Count Otto Lambsdorff, 

am ex-economics minister, and Hans- 
-Dietrich Genscher, an ex-foreign minister, 

“ not standing for the next parliament, many 
pundits expect the party to sink first into 
irrelevance and then oblivion. 





Rubbish, says Mr Westerwelle, who 
reckons the liberal movement throughout 
Europe has a great future. He loves pointing 
out, for instance, how the once-flabby 
Dutch liberals became trimmer and fitter 
in opposition, then bounced into govern- 
ment with the Social Democrats. 

A model for Germany? Well, not at 
once. Even Mr Westerwelle currently pre- 
fers the “cumbersome tanker” of Mr Kohl’s 
party to the Social Democrats, who prom- 
ise—threaten—to roll back the modest so- 
cial and economic reforms the government 
has painfully pushed through. What he 
wants is a lot more reform, not less; slash- 
ing taxes and subsidies, revamping higher 




















education, liberalising the natu 
law (see box below) and:so-on. = 
And if the current coalition is not 
turned? No disaster, ‘thinks’ Mr West 
welle. He expects a red-Green or a grand c 
alition to collapse after a year or two unde 
the weight of its contradictions. The 
deed there might be scope for a liberal 
with a more-reform-happy Social De 
cratic Party. There is, after all, something o 
a German precedent: the centre-left al 
ance under Willy Brandt which displacec 
grand coalition in 1969. Whatever hap- 
pens, Mr Westerwelle looks bound to 
main on the scene. 








| Who should be German, then? 


BONN 


| 
| AS GERMANY'S general 
l election approaches, the 
| vexed questions of immi- 
l gration and naturalis- 
| ation are looming again. 
| As usual, far-right groups, 
| helped hi time by an unemployment 
» rateofclose to 12%, are pandering to xeno- 
| phobia. The German People’s Union 
ie | (pvu) grabbed nearly 13% of the vote in an 





election in Saxony-Anhalt three months 
ago, with slogans demanding the expul- 
sion of “foreign bandits” and calling for 
“German jobs for Germans first”. 

The main parties on right and left re- 
coil from such nastiness, but they have 
plenty to squabble over all the same. 


Close to 7.5m foreigners (more than 2m of 


| them Turks) already live in Germany— 
| about 9% of the population, though in cit- 
| ies the share is far higher. Over a quarter 
| have been in Germany for 20 years or 
more, many arriving as “guest workers” 
| back in the 1960s. Nearly half have been 
| in Germany for more than a decade. How 
| best to integrate them? And how to reduce 
| -xenophobic violence? In 1996 alone, over 
2,500 racially motivated criminal acts 
| were officially reported. 
l The law on citizenship, going back to 
1913 and making ancestry the main de- 
| terminant of who is German, does not 
help. It means that people of distant Ger- 
man descent from the ex-communist 
states of the east can readily win full citi- 
zenship in the old homeland, even if they 
speak barely a word of German. Thus 
around 200,000 such people from the ex- 
Soviet Union, Romania and Poland still 
settle in Germany each year. On the other 
“hand, Turks, say, still find it much harder 
to get naturalised, even if they have been 
¿born and bred in Germany and have a 
“perfect command of the language. 
“© Within Helmut Kohl's centre-right co- 


alition government, there are sharp dif- 
ferences over citizenship. The Free Demo- 
crats, backed by a few of Mr Kohl's 
Christian Democrats, want to change the 
law so that children of long-time foreign 
residents in Germany can have German 
citizenship, as well as their parents’, right 
from birth. 

Even most liberals, though, say that 
once the children have come of age they 
will have to settle for one nationality or 
the other. Most Christian Democrats op- 
pose any dual citizenship, however, and 
their Bavarian allies, the Christian Social 
Union, are even more strongly against, 
claiming that such “libertinism” merely 
fosters divided loyalty. They point out 
that—in recent years, at least—natural- 
isation rules have been eased (or bent). In 
1996, for instance, 46,300 Turks won Ger- 
man citizenship, compared with about 
2,000 in 1990. 

The Free Democrats failed to get their 
desired change in the current (four-year) 
parliamentary term, but are determined 
to get it in the next one. It is one of their 
central demands for carrying on with the 

































coalition (assuming its parties get enough 
votes to carry on anyway). If Mr Kohl's lot 
and the Bavarians cannot agree, say the 
liberals, then parliament should have a 
free vote next year. Since most Social 
Democrats and Greens are even keener 
than the liberals are to loosen the rules, 
dual citizenship looks like having a fair: 
chance of winning through. 

The Bavarians, especially, will fight 
hard to stop that. They take a tough stand 
on immigration itself. Broadly speaking, 
Germany is generous to foreigners seek- 
ing to stay—taking, for example, far more 
of those fleeing recent Balkan wars than 
the rest of the European Union put to- 
gether. But the rules on immigration have: 
evolved more or less piecemeal. The liber- 
als and much of the current opposition 
are pressing for a law which, like that of 
the United States, would set annual guo- ` 
tas. The Bavarians insist (oddly, perhaps, 
in view of those 7m-plus foreigners) that 
Germany “is not a country of i immigra- 
tion and must not become one.” Many, 
though not all, Christian Democrats: 
agree. It is in part a battle over wording 
that has so far delayed accord on this i 
sue among the Christian Democrats and 
the Christian Social Union. In the next 
three months, watch the words. 




















Country naturalisedin deemed | 
| of origin 1995 & 1996 foreign 
Turkey 77.872 2,107,426 © 
| Ex-Yugoslavia 15,178 1,176,70 | 
italy 2,558 607,868 = 
-| Poland 18,046 283,312 | 
{| Austria 1,098 185,076 @ 
po) Ex-Soviet Union 409,776 175,391 
-| Romania 21,805 97,192 
Hungary 2,333 52,029 | 
l Ex-Czechosiovakia 2,054 45,633 
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§ THEIR lives draw to a close, Edward 
E Fagan’s 30,000 clients are trying to 
< recover property they lost in the cata- 
clysm ofthe second world war. “I lose five 
to ten clients a day,” says Mr Fagan, who 
thinks European banks and insurers owe 
up to $54 billion to survivors of the Nazi 
Holocaust, though they or their families 
are unlikely to get more 


-Swiss banks and Nazi gold 









more interested in cash than in justice. 
The gap between what the banks have 
offered and what the victims lawyers 
would accept is not vast, but the gulf in 
perceptions is. The banks reckon their of 
fer—$600m plus whatever a special team 
of accountants uncovers in assets that 
were unclaimed or wrongly paid out—is 
at least ten times what 









































Whether it makes a settle- 

ment more likely is less clear. The Clinton 
administration was desperate to avoid 
turning a dispute about history into an 
international trade row by penalising the 
banks, The Swiss government may file a 
complaint with the World Trade Orga- 
nisation. Most ordinary Swiss, who point 
out that their country has already set up 
one fund for Holocaust victims and is 
proposing another, think the lawyers are 





than a fraction of that. kings ©] their true liability would 

On July ist another | stimated seizures of = | be. Recent reports by a 
clock started ticking: | Jewish assets by country Swiss historical commis- 
American state and local | Asset values! sion and the American 
e L E | that mat of he gold 
Switzerland’s two biggest ¿q looted by the Nazis was 
banks after negotiations | 0% cee. handled by Switzerland’s 
onasettlement with Holo- | Fance 290° central bank, which be- 
caust victims broke down. | ustia ooo mo | came the target of a new 
The longer the dispute | Czechoslovakia 650. | lawsuit this week, not by 
drags on, the tougher the | Hungaty 570, | commercial banks. And 
sanctions are likely to get. Netherlands —— 450. most of that gold was sto- 

The decision boosts Mr Belgium | len from central banks in 
Fagan and others demand- Greece “| occupied countries, not 
ing full restitution for the | *1945vatues — > | from individuals. Banks 
Nazis’ chief victims. | ee nosece | have threatened to with- 


draw their offer if sanc- 
tions are imposed. They may sue Ameri- 
can states or cities who boycott them. 

The victims’ lawyers, who have no il- 
lusions about collecting tens of billions of 
dollars and would probably accept $1.5 
billion, look at wartime money flows into 
Switzerland and conclude that the banks 
received much bigger sums from Jews or 
their persecutors. Gold was only part of it. 
One lawyer cites a 1945 document in 





which a Swiss official states that the banks 
held $40m-50m in dormant accounts, 
worth $400m-500m today. That is ten 
times what the banks have sọ far uncov- | 
ered in unclaimed accounts. The banks | 
are said to have handled even bigger | 
sums in looted assets. | 

A deal, which may yet be struck as | 
sanctions bite, would not end the saga of 
lost Jewish wealth. The World Jewish 
Congress estimates that $9 billion-14 bil- 
lion, worth ten times that much now, was 
stolen from Jews. Much of that. never 
reached Switzerland. Mr Fagan recently 
sued Germany’s two biggest banks, which, 
he says, acted as receivers of stolen Jewish 
property. Life-insurance policies were 
“the poor man’s Swiss bank account”, 
says a Jewish activist; 16 European insur- 
ers are targets of another lawsuit. 

Meanwhile governments, even of 
countries that did not belong to Germa- 
ny’s wartime axis, are beginning to make 
amends. Last week Norway’s government 
approved a fund of 450m kroner ($58.6m) 
for Holocaust survivors and their fam- 
ilies, the first government of a Nazi-occu- 
pied country to offer compensation. Brit- 
ain recently agreed to let 25,000 people, | 
mostly Jews, reclaim deposits in British 
banks that were confiscated because they 
were citizens of enemy countries. A score 
of other countries have started investiga- 
tions, established funds or returned as- 
sets, according to the Holocaust Educa- 
tion Trust in London. Many of these fall 
short of delivering full restitution and un- 
varnished truth. It has yet to be proven 
that the battling of New York lawyers will 
deliver more to wartime victims. 





Fighting fires 


PRISTINA 


HILE NATO's experts fine-tune their 

contingency plans, and wonder 
what their political masters really want, the 
conflict between Serbs and Albanians in 
Kosovo has grown even hotter. Time to 
dampen the flames is running out. 

Neither the Serb forces that launched 
an offensive this week to recapture the Bel- 
acevic open-cast coalmine near Pristina, 
Kosovo’s capital, nor their ethnic-Albanian 
adversaries in the separatist Kosovo Libera- 
tion Army(KLA) seemed much interested in 
the mediation of a western world divided 
over aims and tactics. To confuse matters 
more, a planned strategy session of the six- 
nation Contact Group, comprising Amer- 
ica, Russia and Western Europe’s big four 
countries, was put off by a week from its 
original date of July ist. 
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The offensive ordered by Slobodan 
Milosevic, president of the (mostly Serb) 
federation of Yugoslavia, marked the end 
of a three-week period when the Serbs’ 
forces seemed to be holding back as the KLA 
broadened its area of activity. NATO experts 
reckon that the separatists now control a 
good third of Kosovo, though the govern- 
ment holds all the main towns. 

As the Serbs went back on the warpath, 
the make-up of their forces changed. As well 
as the ruthless interior-ministry troops that 
are Mr Milosevic’s weapon of choice, the 
attackers included the regular Yugoslav 
army and armed Serb civilians. As tanks 
fired into the area around the disputed 
coalmine, Serbian officials stopped bother- 
ing to deny that the army was involved. 

By July ist, the Serb forces were claiming 
to have regained control of the mine. Re- 
porters were taken on a tour of the “liber- 
ated” next-door village of Ade—and told 
that the Serbs’ troops had shown the utmost 
restraint. But Mr Milosevic might soon 
have difficulty restraining some of his 


wilder supporters, even if he wanted to. 
Perhaps the most ominous develop- 
ment on the Serb side is the higher profile 
taken by paramilitary volunteers. They 
have started calling themselves the Serbian 
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Defence Guard, or sos, and include veteran 
“ethnic cleansers” who made mayhem dur- 
ing the recent wars in Bosnia and Croatia. 
Self-described sos fighters, some masked 
and armed with Kalashnikov rifles, are 
now patrolling in places near Pristina, a 
300,000-strong city with a volatile ethnic 
mix. 

Hardline Serb commentators have de- 
scribed the sos’s emergence as an under- 
standable reaction to the government's fail- 
ure to defend Kosovo's Serb minority, 
which numbers around 150,000. Why, they 
pointedly ask, is the government incapable 
of relieving the 200 or so Serbs stuck in the 
village of Kijevo, which is surrounded by 
the KLA? Kijevo, the Serb authorities rather 
edgily reply, will be their next military ob- 
jective. But a major offensive carries serious 
risks: the KLA is believed to be holding 
around 40 Serbs hostage in central Kosovo 
and has several thousand armed men in 
the area. 

In this tinder-dry setting, western diplo- 
mats have been forced to concentrate at 
least partly on short-term damage limita- 
tion (or rather, the avoidance of total disas- 
ter), as opposed to fixing Kosovo's longer- 
term future. Richard Holbrooke, America’s 
ambassador-designate to the United Na- 
tions, has called Kijevo “the most danger- 
ous place in Europe”. 

But America’s fire-fighting efforts, and 
in particular its decision to open a dialogue 
with the KLA (till recently denounced as 
“terrorists”), have caused some irritation in 
European capitals. At NATO headquarters, 
where diplomats are supposed to be work- 
ing out a political game-plan as well as 
multiple schemes for intervention, there is 
uncertainty about the ultimate objective: is 
it simply a ceasefire, or is it a general with- 
drawal of Serb forces, which the Contact 
Group originally demanded? Doubts 
about doing any deals with the KLA have 
been expressed in some unlikely quarters— 
in Ankara, for instance, where Turkey’s gov- 
ernment would hate to see any rehabilita- 
tion of its own (Kurdish) separatists. 

Perhaps because they cannot do much 
else, diplomats in the region are working 
hard to set up an observers’ mission in Ko- 
sovo, a proposal that Mr Milosevic has ap- 
proved. America wants a 100-strong team 
based in Pristina to seek to reopen roads 
and have aid delivered to some 50,000 dis- 
placed people within Kosovo, 

But once again the western powers do 
not seem able to agree on how to run the 
mission. With European governments pre- 
varicating, it seems likely that America will 
set up the operation alone—possibly with a 
little help from Russia. But if Mr 
Holbrooke’s worst fears are realised, and 
fierce fighting starts around Kijevo, there 
may not be much for the observers to do— 
except watch the flames. 
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Chechnya 


Out of control 


GROZNY 


ip HE acting prime minister of Chechnya, 
dressed in a green t-shirt and tracksuit 
trousers, was categorical. The new Russian 
government was a gang of “bankrupts”. As 
the Kremlin was not bothering to pay the 
money it owed to Chechnya, he was think- 
ing of closing the pipeline that carries oil 
from the Caspian Sea through Chechnya to 
a Russian port on the Black Sea. 

So spoke Shamil Basa- 
ev, whom Russia still calls a 
terrorist for the armed raid 
he led deep inside Russian 
territory on the town of 
Budyonnovsk in 1995. 
Standing nearby was a 
man with long black Me- 
dusa-like locks named 
Khatab. Of Saudi origin, he 
too glories in his reputa- 
tion as a Muslim funda- 
mentalist feared by govern- 
ments in several Middle 
Eastern countries. 

The self-declared re- 
public of Ichkeria, as Chechnya calls itself, 
is as militant as ever almost two years after 
Chechen guerrillas expelled the Russian 
army. Mr Basaev matter-of-factly refers to 
Russia as “the last empire built on blood”. 

Yet, despite the company he keeps, Mr 
Basaev and his comrade-in-arms, Chech- 
nya’s rather more pragmatic president, As- 
lan Maskhadov, are Russia’s best hope for 
stability in the turbulent North Caucasus. 
Their desire to impose some kind of au- 
thority on their part of the region is one of 
the few things stopping its reversion to an- 
archy. On June 23rd, Mr Maskhadov an- 
nounced a state of emergency and a curfew 
in Chechnya, saying he needed three weeks 
to reimpose order. Most Chechens ap- 
plauded. Few think it will work. 

One enduring reason for instability is 
Chechnya’s utter poverty. The centre of its 
capital is still a bombed-out wasteland 
Overgrown with weeds. The Kremlin has 


Oil pipeline 
<= 





‘ia at FPS 





Maskhadov cracks down 
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not stuck to the agreement it signed in May 
last year to give the Chechens money. They 
say they are due 700m roubles ($113m). 
Some pensions and salaries have not been 
paid for two years. A Grozny doctor says 
that over half the cattle in the republic have 
tuberculosis, with ever more children fall- 
ing ill through drinking bad milk. 

Poverty, combined with a surplus of 
guns, has triggered a wave of kidnappings, 
making the republic a no-go area for for- 


eigners and blocking all aid. Over 100 hos- — 


tages, including 13 foreigners, are held cap- 
tive. Kidnappers have done well out of the 
big dollar ransoms they have hauled in. 

Still more worrying, 
this rash of hostage-taking 
has spread the instability 
to neighbouring Islamic re- 
gions which are nominally 
still part of Russia but in- 
creasingly a law unto 
themselves, Hostages have 
been seized in Vladikay- 
kaz, in North Ossetia to the 
west, and in Makhachkala 
in Dagestan to the east. An 
ethnic cauldron of more 
than 20 nationalities, Dag- 
estan is becoming steadily 
more violent, while a land 
dispute between North Ossetia and next- 
door Ingushetia has flared again. 

In Chechnya itself, local ties and clan al- 
legiances have always taken precedence 
over central authority. Indeed, one reason 
why Mr Maskhadov has not subdued the 
Chechen kidnap gangs is that he fears he 
might, ifhe were to get tough, set offa wider 
civil war with warlords in his own patch. 

All of this makes the authorities in Mos- 
cow even more irrelevant than they were 
before. The peace deal signed in 1996 that 
ended the war froze the question of Chech- 
nya’s status for five years. But Russian au- 
thority is now so remote a memory that, 
even if Chechnya proves unviable as an in- 
dependent state, it is hard to conceive of it 
ever again being subject to Moscow. 

In March, after Russia’s latest govern- 
ment shuffle, no single top official was 
given the job of dealing with the breakaway 
republic. To make things worse, Moscow’s 
envoy to Grozny, Valentin Vlasov, 
was taken hostage on May Day. 

Ivan Rybkin, a former negotiator 
with the Chechens who is influential 
in the lower house of Russia’s parlia- 
ment, argues that the Kremlin 
should pay the Chechen statelet the 
money promised last May—and win 
some leverage over it. It may now be 
too late. Russia has virtually no spare 
cash. But without dispensing some- 
thing, it may end up losing the whole 
North Caucasus region, pipeline 
and all. 
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D'Alema and Veltroni, rivals on Italy’s left 


STRUGGLE is afoot for the soul of Italy’s left. Romano Prodi, 

the buffeted prime minister of the ruling Olive Tree coali- 
tion, is not part of it: with his past ties to the Christian Demo- 
-crats, he is really a man of the centre, albeit a shade to the left of it. 


5 And at the much redder end of the spectrum, Fausto Bertinotti, 


the leader of the Refounded (but unreformed) Communists, has 
proved his capacity to give Mr Prodi headaches by threatening to 
© withdraw support over crucial votes, but he is no longer the Ital- 
ian lefts main torch-bearer (and is not, indeed, part of the Olive 
| Tree). The real question is who, in future, will run the genuinely 
i reformed ex-communists, now calling themselves the Demo- 
| rats of the Left, the Tree’s main branch. Will it be their present 
leader, Massimo D'Alema, or Walter Veltroni, the government's 

“| deputy prime minister? The pair 
=|. could not feel or look more different. 
Until a few weeks ago, most pundits 
put Mr D'Alema well ahead in the 
struggle. But the odds may be eve- 
ning up. 

Mr D'Alema seldom smiles. He 
wears grim grey suits that have 
grown darker with power. He has the 
down-to-earth, no-nonsense stamp 
of a farmer from the Mezzogiorno, 
the south, where his family comes 
from. His pencil-moustache used to 
earn him the nickname of Baffino 
(small moustache), as opposed to 
Baffone (big moustache), which was 
how Italian communists once re- í 
ferred to their bristling guide, Stalin. 
Mr D'Alema also has more than a 
touch of arrogance, which he cannot 
be bothered to hide. He tells press 
people, explosively, what he thinks 
of them. For the past two years, he 
has arguably been the most powerful 
man in the land. 

Walter Veltroni, the left’s alterna- 
tive, looks much less tough. Beady lit- 
tle eyes peep out from behind round, 
metal-framed glasses. Not for him 
the blunt dourness of Mr D'Alema. Mr Veltroni is modish, ifa bit 
of a baby-faced nerd. He dresses nattily, with a fondness for but- 
ton-down American-style shirts, And he likes to be loved. He is 
almost embarrassingly matey with journalists, often whiling 
| away the evenings in their company, gossiping about football 
| (which he adores) and films. He is a Bill Clinton fan, and adu- 
| lates Tony Blair. To show his proletarian credentials, he waxes 
nostalgic about the old days when he handed out leaflets to 
| workers at factory gates (just once, actually, say his less loyal 
| friends). Until recently, a lot of Roman pundits reckoned he was 
too bookish, a touch naive, a bit soft, something ofa light-weight. 
“walter is only a welter-weight,” went the pundits’ pun. But 
these days his punch may be getting heavier. 
| It would be wrong to say the pair have nothing in common. 
| They are both in their 40s: Mr D'Alema, at 49, is six years the 
| older. Both grew up in the old Italian Communist Party, then the 

western world’s largest. Both edited the party newspaper, 
lUnita. And both were front-runners to take over the party's 
leadership after its then leader, Achille Ochetto, lost the 1994 


general election to a right-wing tycoon, Silvio Berlusconi. With 





the rank and file behind him, Mr D'Alema fended off Mr Vel- 
troni. But the rivalry goes much further back, to the days when 
Mr D’Alema studied the subtle Marxist. strategies of Antonio 
Gramsci, while Mr Veltroni, though barred from the United 
States because of his red label, was idolising Robert Kennedy. 

These days, the Italian duo still do not much care for each 
other. Nor do they pretend to. They are intensely competitive, 
and after the older man became head of the reformed commu- 
nists, Mr Veltroni struggled to find a role. His moment came in 
1995 when he helped Mr Prodi launch the Olive Tree, gathering 
ex-communists, leftish Catholics, greens and a sprinkling of so- 
cialists in its shade. When Mr Prodi became prime minister, Mr 
Veltroni not only became his deputy; he also took the art-and- 

z culture ministry. “Prodi thought I 
was crazy,” says Mr Veltroni. It had 
long been a sinecure for mediocre 
ministers. But it was a shrewd move. 
As deputy prime minister, Mr Vel- 
troni took a lot of credit for Italy’s in- 
clusion in the single currency’s first 
round. As minister in charge of Eu- 
rope’s most magnificent art collec- 
tions, he has regularly made a splash. 
He has been lauded for being, as they 
put it, imaginative. 

Mr D'Alema has put his energy to 
duller ends. He dislikes the notion 
that the Olive Tree could itself be- 
come a party and concentrates on 
strengthening the ex-communist 
branch of it. He has loyally backed 
Mr Prodi, but eventually wants the 
top job for himself. But he has made 
one big gamble that failed. In early 
1997 he persuaded Mr Berlusconi to 
help him launch a parliamentary 
commission to reinvent Italy’s rick- 
ety constitution—and took the com- 
mittee’s chair. Mr D'Alema appeared 
to orchestrate procedure so smoothly 
that he was soon viewed as the chief 
political puppeteer. 

He wasn’t. Wily Mr Prodi, with Mr Veltroni beside him, 
turned out to be no mere puppet. He handled the budget and the 
economy more adeptly and robustly than expected—and took 
most of the credit for Italy’s acceptance into the single currency. 
By contrast, Mr D’Alema’s plans for a new constitution col- 
lapsed. His own reputation fell. 

The two men edge apart, too, in matters of foreign policy. 
Along with almost all Italians, no matter what their politics, they 
both like “Europe” and its single currency. But their approach 
differs. Mr Veltroni believes in personalities. He likes the idea of 
Messrs Clinton and Blair as people to sit down with in a “centre- 
left forum” where social democratic figures from around the 
world could schmooze. 

Mr D'Alema is no schmoozer—and no Clinton-Blairite. He 
chides people who dwell on what he calls the mere tinselly 
teatrino of politics. And he has an old view of foreign affairs: he 
wants to bolster the Socialist International. He travels a bit. But it 
is issues, not people, that he wants to talk about. And on that 
score, the differences are clear. “He is a socialist, I am a liberal 
democrat,” says Mr Veltroni. 
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The first minister's first day 


BELFAST 


Northern Ireland’s new assembly gathered in mostly generous mood. But the 
spirit of compromise will soon be tested 


oe the less than happy precedent of 
the last attempt at a power-sharing 
Northern Ireland assembly, which col- 
lapsed in 1974, the first gathering of the 
province's newly elected chamber, set up 
under the Good Friday peace agreement, 
got off to a remarkably smooth start. 

But the air of compromise, and the 
nerve of David Trimble, elected as 


deal constructively with Mr Adams and his 
colleagues, he said he would never assume 
that “simply because someone has a past 
they can not have a future.” 

Perhaps more significantly still, Mr 
Trimble retreated from the hard line he has 
recently taken on what he will expect in 
terms of decommissioning of weapons by 


the IRA before he is prepared to sit along- 
side Sinn Fein members in the assembly's 
executive. During the election campaign 
for the assembly, he periodically resur- 
rected the decommissioning issue, oncede- 
manded by Britain’s former Conservative 
government as well as the uur as a firm pre- 
condition for Sinn Fein’s political partici- 
pation. Recently, though, that demand has 
been shelved by both the uur and the new 
Labour government. Challenged by anti- 
agreement assemblymen to state his cur- 
rent position on decommissioning, Mr 
Trimble merely said he would test in vari- 
ous ways the sincerity of those newly com- 
mitted to peace and democracy. 

The 28 unionists in the assembly who 
oppose the peace deal—20 from the Demo- 
cratic Unionist Party (pup), five UK Union- 
ists and three independents—are 





Northern Ireland’s “first minister” at 
the assembly’s inaugural meeting, 
will be tested this weekend when 
members of a Protestant Orange 
Lodge attempt to march from the lit- 
tle church of Drumcree in Porta- 
down past the Catholics who live on 
Garvaghy Road. The independent 
Parades Commission, set up to han- 
dle the sensitive issue of such 
marches, has banned this one. But so 
far Mr Trimble, in whose constitu- 
ency the trouble-spot lies, has firmly 
supported the Orangemen’s right 
“to walk down the queen’s highway 
without let or hindrance.” 

The fragility of the situation was 
shown by a spate of arson attacks on 
Catholic churches, hours after the as- 
sembly ended its first meeting. Yet 
the assembly’s opening delibera- 
tions offered the hope that, whatever 
happens at Drumcree this Sunday, 
the peace settlement can roll on. 
First, the 18 members representing 
Sinn Fein, the 1ra’s political wing, 
abstained in the vote that elected Mr 
Trimble, the Ulster Unionist Party 
(uur) leader, as first minister. This 
was not a a snub but, as Gerry Ad- 
ams, Sinn Fein’s leader, explained, 
was designed to avoid giving the 28 
unionist assembly members who 
oppose the peace agreement an ex- 
cuse to “beat up on” Mr Trimble. 

This magnanimous gesture was 
returned in kind by Mr Trimble. He 
pledged that the new power-sharing 
arrangements were “not going to fail 
for want of any effort on the part of 
the Ulster Unionist Party.” And, indi- 
cating the possibility that he might 





In the hot seats 


Northern Ireland assembly, seats 





Anti-agreement 
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hoping for defections on key votes 
from those of Mr Trimble’s party 
who have shown signs of wavering 
in their commitment to the agree- 
ment. But at the first test, the election 
of Mr Trimble and of Seamus 
Mallon of the nationalist spi as his 
deputy, no waverers obliged. Anti- 
agreement unionists sighed noisily 
at the “Aye” of Peter Weir, an Ulster 
Unionist who had deserted Mr 
Trimble just before he signed the 
peace deal but has since returned to 
the fold. 

The antis had to content them- 
selves, for now, with nitpicking over 
the membership of a committee on 
the assembly’s standing orders. The 
main theme pursued by the pur and 
UK Unionists was recognition for the 
three independent anti-agreement 
unionists. The Rev lan Paisley, the 
DUP leader, and Robert McCartney, 
leader of the UK Unionists, clearly 
want the independent antis as the 
nucleus of yet another party to op- 
pose Mr Trimble. However, the 
weakness of this anti-Trimble union- 
ist axis was shown up by the silence 
of the two independents present. 

In the assembly elections Mr 
Trimble failed to establish a clear 
lead over the antis. He has 28 mem- 
bers plus the support of the two 
members of the Popular Unionist 
Party (pup), which is linked to loyal- 
ist paramilitaries, while the com- 
bined strength of the pup, the UK 
Unionists and the independent an- 
tis is 28. In the wake of this blow to 
pro-agreement unionists there was 
talk of moves to replicate the United 
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Ulster Unionist Coalition, which helped to 


bring down the last attempt at a power- 
_ sharing executive in Ulster, in 1974. 

The substantial difference then was that 
the coalition had the assistance of loyalist 
paramilitaries, who bombed Dublin and 
Monaghan, killing 33 people, and pro- 
vided intimidatory muscle for a “loyalist 
workers’ strike”. Meanwhile the iRA contin- 
sued- its own campaign of bombing and 
= shooting in parallel opposition to the 

power-sharing deal. 
“Now, the paramilitaries are either in- 
side the pro-agreement tent, in the shape of 
Sinn Fein and the pup, or outside it, while 
_. for the most part operating an effective 
» ceasefire, in the hope of having their pris- 

‘oners released. Another coalition is possi- 
` ble, however, and would certainly be capa- 


“ble of -magnetising weak links in “Mr 


Trimble’s party—such as the six of his nine 
fellow Ulster Unionist MPs at Westminster 
who oppose him. However, these dissent- 
ers loathe Mr Paisley, their veteran rival. 
They are no fonder of Mr McCartney, who 
was expelled from the uur. 

No doubt it will be the course of events 
through the summer marching season, and 
in particular the outcome of the Drumcree 
conflict, which will determine whether this 
mooted grand coalition of anti-agreement 
unionists takes off or fails to leave the 
ground. At the end of its opening day, just 
before it adjourned until September 14th, 
the assembly held its first substantial de- 
bate, on how a violent stand-off might be 
avoided in Portadown this weekend. Mr 
Trimble expressed his “gravest forebod- 


ings” but both he and nationalists hinted at 


compromise. And, as The Economist went 
to press, Tony Blair, the prime minister, an- 
nounced that he was on his way to Ulster to 
offer his help. 

Though Mr Trimble is bound to face 
further pressure from within the ranks of 
unionism not to compromise too far, he 
looks genuinely determined to make the 
agreement work. Beginning with 
Drumcree, there are bound to be plenty of 
hard bumps along the way. But if he dis- 
plays still more ofhis new-found flexibility, 
and is rewarded with some from national- 
ists and republicans on the other side of Ul- 
ster’s sectarian divide, Mr Trimble may yet 
face down anti-agreement foes and con- 
tinue to carry the majority of unionists 
with him. 





Defence review 


Partial victory 


Atruce has been reached in the battle over defence cuts 


UTURE historians may find it puzzling. 
; Even as Britain renounces any “selfish 

- or strategic” interest in part of its own terri- 
~ tory—Northern Ireland—and gives a degree 
of independence to Scotland, it is becom- 
~ ing more ambitious in its plans to project 
‘military power to trouble-spots in distant 
“corners of the earth. 

When George Robertson, the defence 
secretary, announces the results of the gov- 
ernment's strategic defence review—proba- 
bly next week—it will be clear that the forces 
will get much of the expensive new equip- 
ment they say is needed to maintain Brit- 
` ain’s role as a world policeman. The £21 bil- 
lion ($35 billion) annual defence budget 
will be cut by significantly less than the £2 
billion saving that the Treasury sought. 

The forces’ gains include two new full- 
sized aircraft carriers—the navy’s first for 30 
years—and for the air force the lease, pend- 
ing an eventual purchase, of some Ameri- 
can C-17 military transporters—big enough 
to fly tanks to any war zone. The army will 
get an “air cavalry” brigade, complete with 
` American Apache attack helicopters. The 
brigade will also include the paratroop reg- 
iments, which are growling about losing 
their separate identity. 

There will, though, be some cuts. There 

will be reductions in the number of surface 
ships, Tornado fighter aircraft and Territo- 
rial Army soldiers. Some armour will be 
withdrawn from Germany, but enough will 
remain to reassure Germans and Ameri- 
cans who fear NATO’s collapse. Another im- 
portant token of international co-opera- 
tion will emerge unscathed: the £6obn 
Eurofighter project, which should provide 
232 aircraft for the Royal Air Force. All these 


54 


choices point in the same direction: an 
overdue reorientation of Britain’s defence 
policy, towards peace-keeping missions at 
short notice in unexpected places, and 
away from set-piece standoffs with non-ex- 
istent Russian tanks in central Europe. 

But the fact that so many of the defence 
ministry’s proposals have escaped the Trea- 
sury’s snipers is a reflection of Tony Blair's 
gung-ho instincts on Britain’s role in world 
peace-keeping. Both within his own cabi- 
net and on the international stage, the 
prime minister has been a keen advocate of 
robust action against wrong-doers, whether 
in Iraq or Kosovo. Though he remains very 
close to his friend President Bill Clinton, he 
occasionally issues Thatcher-like warnings 
against American “wobbliness” in world 
affairs. 

Mr Blair is also an activist when it 
comes to shaping Europe's defence indus- 
try. The Treasury reckoned that money 
could be saved by putting less emphasis on 
fancy European aircraft projects and more 
on buying American fighters off the shelf. 
But Mr Blair demurred: he wants to give Eu- 


rope’s weapons industry some chance of ` 


competing with its American rivals. 

His influence is also discernible in the 
review’s adroit but cautious move towards 
nuclear disarmament. The government 
wall halve the number of nuclear warheads 
in its submarine-based deterrent force— 
and announce a precise total for the first 
time. But Mr Blair still wants to keep four 
Trident submarines in service, with at least 
one on patrol at any given time. He ac- 
cepted the argument that in an interna- 


‘tional crisis, having to bring one of these. 
- deadly subs out of mothballs could in itself 


be a fateful act of escalation. 

Despite the review’s emphasis on strut- 
ting the world stage, it does not assume any 
reduction in the army’s 17,000-strong pres- 
ence in Northern Ireland. However, this 
may simply reflect the government's desire 
not to give away one of its key bargaining 
chips in the Ulster peace process at too 
early a stage. 
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Scottish Labour Party 


Dewar's distress 


EDINBURGH 


N TONY BLAIR’s impending cabinet re- 
shuffle, one unexpected problem is sud- 
denly looming large: what to do about 
Donald Dewar, the Scottish secretary. Un- 
expected, because a few months ago, no 
minister's stock was higher. Mr Dewar had 
delivered an emphatic Yes in the referen- 
dum on the Scottish parliament and has 
been skilfully steering through Westmin- 
ster the highly complicated bill to set it up. 
But back in Scotland, everything seems 
to be falling apart. Disgruntled Labour 
Party members—including two MPs, Ian 
Davidson and Dennis Canavan, who failed 
to be selected as potential Labour candi- 
dates for the Scottish elections—demon- 
strated outside the party’s offices in Glas- 
gow on June 29th. They claim that there has 
been a Blairite plot against them. This looks 
implausible. Many left-wingers got on to 
the list while some Blairites did not. 
Nevertheless their assertion that the 
Scottish party is having its strings pulled by 
the London party leadership has given cre- 
dence to sniping by the Scottish National 
Party (SNP) that devolution still leaves Scot- 
land in London’s untrustworthy hands. An 
ICM poll published on July 1st found that 
Labour and the snp are neck-and-neck, 





Has Dewar a prayer? 


with 40% support each for the Scottish elec- 
tions, which are due next May. Equally wor- 
rying for Mr Dewar, only 37% of those 
polled preferred him as Scotland's “first 
minister” whereas 42% wanted Alex 
Salmond, the snp leader. 

This blow comes hard on the heels of a 
decision by the Labour Party to drop legal 
efforts to oust Pat Lally from his job as Lord 
Provost (Lord Mayor) of Glasgow council, 
and end action against other council mem- 
bers who were accused by an internal La- 
bour inquiry of abusing their positions. 
Harry McGuigan, Labour leader of North 
Lanarkshire council, is also successfully re- 
sisting efforts to push him out over the 
£4.7m of losses run up by the department 
employing the council’s manual workers. 


BRITAIN 


Apart from this council crisis, 
still tocome is the verdict of a Labour 
inquiry into sleaze allegations 
against Tommy Graham, Labour MP 
for Renfrewshire West, and a court 
case against Mohammed Sarwar, La- 
bour mp for Glasgow Govan, who 
faces criminal charges over the con- 
duct of his election campaign. 

But replacing Mr Dewar with 
somebody more ruthless is not an 
easy option for Mr Blair. It would de- 
prive the Scottish Labour Party of its 
best-regarded (by the voters) public 
face at a time when it should be 
building up for the elections to the 
Scottish parliament. Unlike Mr 
Dewar, few of the mooted replacements, 
such as Helen Liddell, a Treasury minister, 
intend to stand for the parliament. 

And yet, even if he survives, Mr Dewar 
needs to get his own house in order quickly. 
His problems within the party have been 
exacerbated by a falling out between two of 
his junior ministers, Henry McLeish and 
Brian Wilson, who seem more interested in 
pursuing their private vendetta than work- 
ing for their boss. Their supporters else- 
where in the party and government are do- 
ing likewise. If Mr Dewar is unable or 
unwilling to: sort this out, the sNP’s Mr 
Salmond may have an easier ride to tri- 
umph in the Edinburgh legislature than he 
could possibly have imagined. 








| What a racquet 


EITHER the dismal weather nor the 
shadow cast by football's World 
Cup can lower the spirits of Wimbledon 
tennis fans. Fortified by 12 tonnes of 
poached salmon, 25 tonnes of strawber- 
ries, 12,500 bottles of champagne, and 
countless cups of tea, the tournament 
seems an unstoppable success. Crowds 
this year are likely to rival last year’s 
record of 436,531. Net profits (no pun in- 
tended) have risen 74-fold in 17 years (see 
chart) and are projected to go on rising. 
This week, while England football 
supporters were glum at seeing their team 
kicked out of the World Cup by Argen- 
tina, Wimbledon fans for once had a Brit- 
ish hero to cheer. Tim Henman’s achieve- 
ment in reaching the semi-finals was the 
best performance of a Briton since Roger 
Taylor in 1973. The last native to win the 
championship was Fred Perry in 1936. 
Ithas long been a paradox that Britain 
is world-class at organising tennis tourna- 
ments but county standard at producing 
tennis champions. Apart from Mr 
Henman and Greg Rusedski (a Canadian 





THE ECONOMIST JULY 4TH 1998 









in the top 100. The best 
woman player, Samantha 
Smith, is currently ranked £ 
94th. Last year Britain was 
even relegated from the top 
group of 16 Davis Cup na- 
tions. As a measure of its des- 
peration, the Lawn Tennis 
Association (LTA), which runs the 
game, trumpeted a victory over 
Ukraine in the Davis Cup as one of 
the year’s big achievements. 

Why this malaise? Empty courts on 
weekdays suggest that the country’s base 
of players is too small. The LTA claims that 
its membership of 67,500 is on “a strong 
upward trend” and that there are nearly 
2m tennis players in Britain. But the num- 
ber who play regularly is estimated at 


fewer than 250,000, and many schools dog 


not teach tennis. 

The tennis authorities say they are 
working hard to remedy these weak- 
nesses. The All England Lawn Tennis 
Club, which owns Wimbledon and runs 
the championships, has poured more 








past five years. The LTA has 
launched a joint drive, with 
“| J schools, local councils and 
7 county associations, to re- | 
cruit more players. It has se- | 
cured £25m from the Na- 
tional Lottery for new | 
tennis facilities and is spending 
large sums on junior coaching. Crit- 
ics of the tennis establishment, how- 
ever, will reserve judgment until the 
day when home-grown winners reg- 
ularly lift trophies. 





Game, set and cash 
Wimbledon championships’ profits | 


1980 82 84 3 88 9 92 8% %9 





import), there are no British men players than £100m into British tennis over the | 500A England Lawn Tennit Cub 
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N THE eyes of many Britons the trial of OJ. Simpson was not 
just a miscarriage of justice. It was a contemptible televised 


_ circus in which the politics of race conspired with police and 


judicial incompetence to let a murder go unpunished. The fact 
that a civil trial found Mr Simpson liable for the deaths of his 
wife and her friend after Judge Ito’s criminal court had acquitted 
him seemed only to make things worse. The man who is believed 
by millions of Americans to have cut his wife's throat potters 
around the golf courses of suburban Los Angeles still a celebrity. 

Ifnothing else, the events that took place in and around Han- 
nibal House in south London this week should at least have 
pricked the complacent British assumption that such things can 
happen only in America. For there 
isnot much else thatthe parentsof | 
Stephen Lawrence, the black teen- | 
ager murdered five years agòashe | 
waited for a bus, could have hoped | 
to achieve by pressing for a public 
inquiry into the police handling of | 
the murder investigation. Indeed, | 
the squalid scenes around the in- | 
quiry taking place under Sir Wil- | 
liam Macpherson seemed only to | 
emphasise the hopelessness of the | 
family’s long quest for justice. l 

In the wake of the police’s fail- 
ure, witnesses have been reluctant 
to testify. Three of the five white 
youths who were prime suspects 
in the case are beyond the reach of 
the courts after three of them were 
acquitted because of lack of evi- 
dence when the Lawrence family 
brought a private prosecution 
against them at the Old Bailey. 
Charges against the other two have 
been dropped, also for lack of evi- 
dence. And although they have 
now been named on every front 
page, the five showed no sign of 
feeling shamed during their two- 
day inquisition. 

On the contrary. Armed with 
the knowledge that this inquiry into the handling of the investi- 
gation could not be turned into a proxy murder trial, the sus- 
pects swaggered into Sir Williams hearing wearing natty dark 
suits and sunglasses, shrugged off most of the questions put to 
them, claimed to have forgotten their words or whereabouts at 
key moments, tried hardly at all to deny that they were bigots 
who revelled in violence, and asserted their innocence—in a per- 
functory and mis-spelled note—only once their verbal inqui- 
sition was over. The whole wretched spectacle was rendered 
even less dignified by the posturing of an assortment of political 
activists, ranging from the Socialist Workers’ Party to the British 
chapter of Louis Farrakhan’s Nation of Islarg, some of whom—to 
the evident distress of the Lawrences themselves—caused a riot 
when they forced their way into the chamber, provoking the po- 
lice to respond with cs gas. And at the end of it all the five white 
suspects—all innocent, remember, in the eyes of the law—were 
pelted with bottles, cans-and eggs as they emerged into the street. 

Could any useful purpose have been served by this? Some 
onlookers witnessing it all-on television must have felt a grim 


Six young Britons 








satisfaction at the sight of five loathsome racists (police surveil- 
lance video captures them cavorting with knives and discussing 
how best to kill and dismember their “nigger” victims) getting a 
taste of the rough justice of the street. Such satisfaction is mis- 
placed. The evidence of these men’s racism is not evidence that 
they are murderers, and the presumption of innocence unless 
guilt is proved is a fundamental bulwark of due process. 

And yet the inquiry serves a purpose. Its ostensible aim is not 
to name and shame the suspects but to find out what went 
wrong with the police investigation and so avoid similar fail- 
ures in the future. It is not yet clear whether it will achieve this 
aim, still less support the allegations of the Lawrence family. 
Whereas Mr Simpson said the Los 
Angeles police. framed him be- 
cause they were racists and he was 
black, the Lawrence family say it 
was because their son was black 
and the Metropolitan Police are 
racists that it failed to secure a con- 
viction against his murderers. 

Although the Lawrences have 
not proved that case, they have 
forced the police to admit that 
there is a case to answer. After its 
initial failure to convict anyone 
for the Lawrence murder, the Met 
ordered an internal inquiry into 
the way the investigation was con- 
ducted. The senior officer in 
charge of the inquiry awarded the 
investigation a clean bill of health. 
Last month, however, lan John- 
ston, an assistant commissioner, 
executed a U-turn, issued a belated 
apology to the Lawrence family, 
and admitted in front of Sir Wil- 
liam’s inquiry that the force's inter- 
nal inquiry had itself been flawed. 
The Met continues to deny allega- 
tions that corruption or racism 
played:a part in its failure, but ad- 
mits that the police “could and 
should have done better”. 

There is a wider point to be made about the Lawrence affair. 
It is 30 years since the late Enoch Powell made his infamous 
“rivers of blood” speech calling for an end to the immigration of 
people like Neville and Doreen Lawrence into Britain. Powell 
spoke of the “ordinary” (ie, white) English people who lived in 
fear of becoming a persecuted minority in their own country. 
One especially memorable passage was the story of a “respect- 
able” woman in Wolverhampton who-was taunted while shop- 
ping by “wide-grinning piccaninnies” who could not speak Eng- 
lish. How differently things have turned out. It was the black 
victim of this murder who was the ordinary, respectable English- 
man: a peaceable 17-year-old, an athlete and former scout, fin- 
ishing his A-levels in hope of going to. university to study ar- 
chitecture. It is the five jobless, witless and inarticulate white 
men whose careless bigotry, whether they killed Stephen Law- 
rence or not, is truly terrifying. Nobody can know how represen- 
tative these men and their attitudes are. But the victim’s indomi- 
table parents have done Britain a service by lifting a stone and 
letting some light in on the murkiness beneath. 
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THE HEALTH SERVICE AT 50 





Bevan’s baby hits middle age 


The National Health Service, whose 50th birthday is on July 5th, can survive 


another half-cen 


and beyond if it learns from its past and from its many 


“children”—the state-run health systems of other countries 


EPENDING on how you examine it, 

the National Health Service appears 
to be either in fine form for its age—lean, fit 
and adaptable—or chronically malnour- 
ished, in poor physical shape and verging 
on senility. 

On the one hand, the NHs seems re- 
markably cost-effective compared with 
America’s obese health-care system: by the 
rough-and-ready measures of average life 
expectancy and infant mortality, the health 
of the two countries’ populations is much 
the same, even though America spends 
twice as much of its national income on 
health than Britain does. Dollar for dollar, 
America spends three times as much on 
each person as Britain. In general, it is hard 
to discern any link between a country’s 
health spending and how long its people 
survive. 

On the other hand, the NHs does have 
some worrying symptoms: a queue of al- 
most 1.5m patients waiting for hospital 
treatment; old and often shabby buildings; 
and a lack of assessment and accountabil- 
ity among doctors that can lead to spec- 
tacular failures such as the recent scandal at 
Bristol Royal Infirmary, in which a group of 
surgeons continued to perform heart oper- 
ations on babies, despite warnings that 
their death rates were unusually high. 

Those who are concerned for the future 
health of the middle-aged nus fear that, as 
a service almost entirely funded from taxes, 
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it will be especially difficult for it to cope 
with the ever-rising expectations of the 
public at a time when the population is 
ageing (and therefore more likely to need 
medical help) and when expensive new 
treatments are appearing by the day. Under 
its current funding arrangements, extra 
cash to meet such growing needs must be 
found through higher taxes or big spending 
cuts elsewhere—and these have proved ex- 
tremely difficult for politicians to sell to the 
voters, for all their professed enthusiasm 
for a better-funded NHs. 

Despite all this, the Nus’s 50th birthday 
should be a cause for celebration, not 
gloom. No longer does one child in 15 die 
before the age of 11, as was the case before 
the health service was invented. A boy born 
today in an Nus hospital is 
expected, on average, to live 
for 75 years, compared with 
just 66 years in 1948. And, 
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wards a similar system, offering universal 
access to health care and funded largely 
through taxes. Though still young, these 
children of the NHs can teach it a thing or 
two. But first, consider what can be learned 
from how the nus itself came to be born. 


A promising start 

It was a reckless promise to make, espe- 
cially at a time when Britain was ravaged 
by war and virtually broke: to meet every 
health need of every person in the country, 
for free. But, in early 1948, each home in 
Britain was sent a leaflet announcing that 
from July 5th a new National Health Ser- 
vice would “provide you with all medical, 
dental and nursing care. Everyone—rich or 
poor, man, woman or child—can use it or 
any part of it. There are no charges, except 
for a few special items.” 

Since the turn of the century there had 
been much talk about the need for such a 
universal health-care system but little to 
show for it. Some meagre medical provi- 
sion for working men, paid for through na- 
tional-insurance contributions, was in 
place but their wives and children were not 
included. In most of Britain, the hospitals 
were squalid, overcrowded, inefficient— 
and often reduced to begging for donations 
to stave off bankruptcy. The 
rich did not use them; they 
were treated at home by ex- 
pensive private consultants. 


whereas poor people once He NEW Between the two world wars 
feared the knock of the NATIONAL there was a rising sense of 
“doctors man” (ie, his debt despair over the country’s 
collector) at their doors, HEALTH apparent inability to offer 
they can now call on the ser- the fruits of the many ad- 


SERVICE 


vices of a doctor, round the 
clock, without ever thinking 
of the cost. 

Until the late 1960s, 
there was only one NHs. 
Since then, many other rich 
countries have moved to- 





vances in medical science 
to most of its people. 

But towards the end of 
the second world war, with 
victory in sight, the British 
people’s attitudes and 
expectations changed, and 
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the job of making the NHS a re- 
ality fell to Aneurin Bevan, the 
new health minister. As a mav- 
erick left-winger he was an un- 
likely choice for such a mighty 
task, but he proved remarkably 
adept at pushing through his 
plan for a nationally run, tax- 
funded health service, against 
the objections of powerful and 
varied vested interests. For in- 
stance, he gambled correctly 
that the charity-run hospitals 
were too broke to resist being 
® taken over; but astutely reck- 
| oned that buying off the hospi- 
| tal consultants with generous 











despair gave way to optimism. Amid a 
growing mood of national solidarity, it was 
assumed that the country’s ancient class di- 
visions were dissolving. As indeed they al- 
ready were, in the endless queues for food 
and other rationed. goods: professionals 
and paupers, toffs and tramps, all got used 
to waiting their turn together. 

Rationing meant everyone got his fair 
share, and it also planted in the public’s 
minds the idea that fair shares meant equal 
shares. Victory against the might of Hitlers 
forces, and technological triumphs such as 
airborne radar and the jet engine, had re- 
stored the sense of “can-do” that Britain 
seemed to have lost since Victorian times. 
These cultural changes meant that a high- 
quality, egalitarian health service, funded 
through a progressive tax system, was no 
longer a pipedream but a serious prospect. 

And once it had arrived, it became im- 
possible to imagine life in Britain without 
it. At the height of its reforming zeal in the 
1980s, Margaret Thatchers Conservative 
government looked briefly at the possibil- 
ity of switching to a private health-insur- 
ance system modelled on America’s. But it 
quickly concluded (taking her words a little 
out of context) that there was no better alter- 
native to the NHS. 

Following Labour's election victory a 











sa pay and conditions would 
break down the medical profession’s 
united front against his plans. 

Bevan worked wonders on his cabinet 
colleagues too: as Charles Webster, the offi- 
cial historian of the NHs, argues* , they can 
have had little idea of the “momentous 
scale of the financial commitments” they 
made in agreeing to offer the entire nation 
the fabulous luxury of unlimited health 
care. This soon became clear, however. 
Within days of the NHs’s launch on July 5th 
1948, hospitals and doctors’ and dentists’ 
surgeries were inundated with people de- 
manding treatment. 


Medical myths 

In its early years, the NHS greatly overshot 
its budget. Spending hit £276m in its first 
nine months, compared with the expected 
£198m. Bevan assumed that this was sim- 
ply due to a backlog of untreated cases and 
that the cost of the NHs would fall as the 
nation became more healthy. How very 
wrong he was. Throughout its 50 years, the 
queue for hospital treatment has got 
steadily longer, despite the ever larger sums 
of money the Nus has swallowed up (see 
chart 1). This week, in a fresh attempt to turn 
the tide of history and bring waiting lists 
down, the government gave strong hints 
that it was preparing to give a big boost to 
the NHs’s annual budget, currently £44 bil- 
lion ($73 billion). 

This idea, that demand for health care is 
finite, and that some given sum of money 
would therefore clear the Nus’s backlog, is 
one of the central myths on which the ser- 
vice was built. Another is that its creation 
separated medicine from money, allowing 
doctors to offer treatments based entirely 
on their judgment of the patient’s need, not 
their cost. In fact, the lack of medical knowl- 
edge of most patients has, throughout the 
NHs’s history, made it easy for doctors to 
clothe essentially financial. decisions in 
clinical justifications. 





* “The National Health Service: a Political History”, by 
Charles Webster. Oxford University Press, £9.99. 






few months after the war's end, _ 












A third myth is that the NHS can offer 


equal service to all, regardless of who or 


where they happen to be. In fact it was 
founded with most of its best facilities close 
to richer people who, being healthier, 
needed them less. It was not until the 1960s 
that ministers realised they ought to be 
distributing health funding to different 
parts of the country according to medical 
priorities rather than historical precedent. 
It took until the mid-1970s to come up with 
a formula, and until the late 1980s to phase 
in the funding changes resulting from this 
formula. Even now, great variations persist 
from one district to the next in whether 
treatments, from new cancer drugs to fertil- 
ity treatments, are available on the NHs, 
and after how long a wait. 

Perhaps the most important lesson 
from successive governments’ struggles to 
make the NHS live-up to:these myths is that 
the “backlog” model of demand for health 
care must be wrong. The nus has used its 
extra cash over the years to treat ever more 
patients, but the queue at the door persists. 
And evidence from abroad suggests that, if 
there ever is a limit to be reached to de- 
mand for treatments, it is still some way off. 
Other rich countries manage to spend an 
even higher share of their national income 
on health than Britain (see chart 2) and yet 
there are no signs that the demand for 
health care in these countries is sated. 

Take Australia, for example, which cre- 
ated an Nus-style health service in 1984. 
Even though the country spends 8.3% of its 
national income on health—rather more 
than does Britain—it still has a hospital 
waiting list of 100,000. 

If demand for treatment is, apparently, 
endless and therefore fails to reveal what is 
the “right” amount to spend on health, 
what about the outcomes of treatment? 
Does America’s vastly expensive health sys- 
tem, for example, actually make the Ameri- 
can people healthier than the British? Life- 
expectancy rates and: similar broad 
measures suggest not, though it is extremely 
hard to separate the effects of either coun- 
try’s health system from the effects of differ- 








Finland, 


Netherlands: 
Belgium, 
Sweden’ 
: of Austria: pie 

Germany- 























"THE. ECONOMIST JULY 4TH 1994 


ent diet, lifestyles, the quality of housing 
and other such factors. 

More specific evidence suggests that 
Americans are at least getting something 
for all the extra money they spend. Survival 
rates for cancer patients and for those 
treated in intensive-care units seem to be 
higher than in Britain. And Americans with 
kidney failure are more likely than Britons 
to get dialysis treatment, which both pro- 
longs and improves the quality of their 
lives. Another piece of evidence suggesting 
that extra health spending achieves some- 
thing comes from surveys of public satisfac- 
tion with their country’s health service. A 
1996 study of public opinion across the Eu- 
ropean Union found that the more of its in- 
come that a country spends per person on 
health, the more content they are about the 
health service (see chart 3 on previous page). 


Won’t pay, must pay 

Though survey evidence shows that the 
British are less satisfied with their health 
service than other nations are with theirs, 
and want more money spent on it, come 
election time they vote with their wallets 
and choose governments that promise not 
to put taxes up. One way around this might 
be to separate and label (or “hypothecate”) 
a proportion of income tax as a special tax 
devoted to the nus. The public might then 
be prepared to see this tax rising, because it 
would know that its extra contributions 
were heading in the direction it wanted 
them to, and not to other, less popular areas 
of state spending. 

The other obvious solution to the co- 
nundrum of public demand for more 
spending but opposition to greater tax- 
ation lies in the fact that much of the extra 
slice of national income that other rich 
countries spend on health comes not from 
taxes but from private contributions, One 
way of boosting such private spending on 
health would be to get more people to take 
out private insurance. It is widely assumed 
that this is already happening, as dissatis- 
faction with the NHs drives more people to 
the private sector. In fact only 10% of the 
population have private medical insur- 
ance, a proportion which has hardly 
changed since the mid-1980s. 

Perhaps, then, a more promising way of 
increasing the level of spending on health 
without raising taxes is to introduce more 
charges for NHs treatment. At its inaugura- 
tion in 1948 the Nus levied virtually no 
charges on its patients—who could request 
limitless quantities of medicines and ban- 
dages. Within three years, huge cost over- 
runs had forced a rethink. Now, patients 
(other than those judged most needy) have 
to pay a small share of the cost of prescrip- 
tions and a rather larger share of dental 
treatment. Overall, though, such charges 
raise only about 2% of the Nus’s budget. 

In many other countries, such direct 
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contributions by the public to the national 
health system account for a larger share of 
total health spending. This is even true in 
egalitarian Sweden, where in addition to 
paying for the health service through their 
taxes, people pay small fees to see a doctor 
or nurse, and small daily charges for hospi- 
tal stays. Altogether, such charges raise 
about 10% of the Swedish Nus's budget. 

In a new book* on the options for fi- 
nancing the NHs, John Willman weighs up 
the evidence for and against direct charges, 
and finds on balance that they could pro- 
vide a significant source of new money, 
without undermining its core objective of 
offering equal access to health care. A pack- 
age of fees, he suggests, such as £10 to see a 
doctor and £50 a day for hospital stays, 
could raise £5 billion a year, raising the 
share of NHs spending from charges ap- 
proximately to Swedish levels. 

Of course there are arguments against 
such fees. Unless they are carefully de- 
signed, with exemptions for the poorest, 
they may discourage those most in need of 
medical help from seeking it. But such wor- 
ries may be overdone. Mr Willman quotes 
the results of a study in America—the only 
known scientific experiment to measure 
the impact of charges on patients’ health. 
Patients were offered a range of health 
plans in which the charges varied from zero 
to 95% of the full cost, subject to an annual 
limit. The study found that while those 
charged most tended to make less frequent 
demands for treatment, it did not seem to 
affect their health. The only exception was 
for poor people with chronic ailments, who 
could be exempted from such charges. 

Furthermore, despite Sweden’s syste 
of charges, studies have shown that healt? 
inequalities between rich and poor are 
smaller there than in Britain. Closer to 
home, despite the imposition of dental 
charges in Britain since the 1950s, there has 


*“A Better State of Health”, by John Willman. Profile 
Books, £8.99. 





been a steady rise in the proportion of peo- 
ple with a healthy set of teeth. And the in- 
troduction of charges for eye tests in 1989 
led to onlya temporary drop in the number 
of tests taken, which is now higher than be- 
fore the charges were levied. 

But, even if such money is found 
through charges, the lesson of history is that 
demand for health care will never be en- 
tirely satisfied. Some form of rationing will 
still be needed, and it would be better if this 
were an open form of rationing in which 
clear priorities were set. New Zealand has 
recently moved towards such a system: pa- 
tients get points for such things as their op- 
eration’s chances of success, the number of 
dependants affected by the patient's illness, 
and the time they have already waited. 
Those with the most points are operated on 
first. While it is not without its critics (as is 
inevitable—there will always be a debate 
on exactly what the priorities should be), at 
least such a system means that the most ur- 
gent cases should get treated first. Under 
the present British system, hospitals are set 
targets for the length of wait regardless of 
the urgency of treatment. 

Imposing such a priorities system 
across the whole of the NHs would also 
highlight, and thereby create pressure to re- 
duce, the great disparities in the availabil- 
ity of treatment from one area to another. If 
so, at least one of the NHs’s founding 
myths—equal access for all—might come a 
little closer to reality. 

In all, there are grounds for optimism 
that the NHs can adapt itself to a less egali- 
tarian and more consumerist society than 
the one it was born into in 1948. And that 
there are ways of raising more money to 
pay for it, given that this is what people 
seem to wantand that there is evidence that 
the money will do at least some good. The 
talk of a crisis in the NHS, which seems to 
have been a constant feature of its first 50 
years, will no doubt continue. But, most 
likely, it will struggle through, as ever. 
—— 
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“The results of our exploration programme and presence since 1994 in 12 sub-Saharan countries demonstrate clearly 
that Africa has the potential to produce world class mines like those that have been so important to the development of 
Southern Africa. 


Our most significant achievement to date is the Sadiola Hill gold mine in Mali which has continued to exceed our 
expectations in respect of lower cash costs, increased plant capacity, improved metallurgical recovery and social 
integration into the region. 


The Nyamulilima Hill prospect in Tanzania is likely to be one of several new gold mines the country may see over the 
next few years. And, with the extension of reserves at the Kabanga nickel deposit, we have in mind an underground mine 
producing over 100 000 tons of concentrate per year containing nickel, cobalt and copper. 


in the Democratic Republic of Congo, our commitment as a significant and long-term operator in Africa is demonstrated 
clearly by our participation in a consortium to rehabilitate the Kolwezi Group West project, the recent agreement with 
American Mineral Fields over the Kolwezi tailings project and in Anglogold’s important joint venture with Barrick Gold. 


Our strategy in Africa is to become a significant producer of base metals and, through Anglogold, of gold, taking care 
to ensure that each project is sufficiently low on the cost curve to weather the volatility of the commodity markets and to 
produce attractive returns. 


in developing such projects Anglo hopes to contribute, as it has throughout its history, to the development of the wider 
continent, its economies and peoples as they aspire to a better future in the twenty first century.” 


Julian Ogilvie Thompson. 


` Excerpted from tbe Chairman's Statement, 1998. 
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BUSINESS 





Deutschland Uber alles? 


BERLIN 


Germany’s biggest companies are glowing with international ambitions. The 


motives—and results—are less laudable 


ESPECT, ABLE 

ù opportunities, ‘outside football, to 
vaunt their patriotism. But the country’s 
top managers’ success in bringing home a 
lot of international takeover trophies in 
past months has caused a noticeable fris- 
son of pride. If Volkswagen succeeds in 
bedding Volvo, as current motor industry 
gossip now suggests, Germany’s bosses will 
be radiant. But how justifiably? 

It is hard to imagine a French or Italian 
car company (let alone a Japanese or Ko- 
rean one) taking over one of America’s Big 

“Three auto giants, as Daimler did Chrysler 
in May—or even showing Volkswagen's 
“determination in beating another German 
buyer, BMW, in a tussle to buy Rolls-Royce 
Motors. That deal was finalised in June. 
-Bertelsmann’s purchase of America’s Ran- 
dom House in March underlined its role as 
the nearest thing Europe has to a global me- 
dia company. Axel Springer, an- 
other German publishing house, 
has postponed—perhaps only 
temporarily—a bid it threatened 
earlier this month for Britain’s 
Mirror Group Newspapers. 

If German managers are in- 
deed bestriding the world, the ob- 
vious reason is that they know it 
so well. A mighty exporting tradi- 
tion has meshed in recent years 
with the need to reduce the in- 
flexibility and expense of produc- 
ing in Germany. The country’s 
top companies no longer just sell 
their products abroad; they make 
them there too. From Audi car en- 
gines in Hungary to Siemens mi- 
crochips in northern England or 
BASF’s chemicals in China, key 
parts of Germany’s best products 
can now be produced at com- 
parable quality in cheaper for- 
eign plants—something which 
would have seemed inconceiv- 
able a decade or so ago. 

' German managers like to 
think that turning “made in Ger- 
many” into “made to German 
standards” has given. them an 
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ideal mindset for global competition— 
much more so than, say, their transatlantic 
counterparts. “Some American business- 
men don’t even have passports,” a well- 
travelled German executive recently re- 
marked incredulously. One sign of this 
conscious internationalisation is that sev- 
eral big German companies have adopted 
English as their company language. 

This self-confident approach to inter- 
national business is backed up with piles of 
cash. Soft-focus German accounting rules, 
chummy banks and undemanding share- 
holders have encouraged managers to 
build up big hidden reserves and spend 
them as they wish. 

As a result, German managers wanting 
to make an acquisition abroad do not nec- 
essarily have to trouble the capital mar- 
kets—or even to consult their shareholders. 
Volkswagen, for example, pursued Rolls- 


















































Royce even when the message: from i 
shareholders was of strong disapprova 
Bertelsmann is privately held and ca 
what it likes. Daimler-Benz apparently 
suaded its main shareholder, Deuts« 
Bank, to.go along with the historic merge 
with Chrysler after a perfunctory two-hour 
presentation to the bank’s board. 
German managers are beginning to feel 
that they have the brains and the cash to. 
put together truly global companies, while: 
their competitors are hamstrung either by. 
over-dependence on their home market; or 
by short-termist shareholders who refuse to 
finance international expansion. 


Riding high, for a fall 
But on closer examination the picture is 
less impressive. Most of German manage- 
ment is blindingly un-global. Apart from a 
handful of Austrians and Swiss (whom few 
Germans regard as proper foreigners), non- 
Germans in the boardroom are still an ex. 
treme rarity. Only one big German com- 
pany, Schering (a specialist pharmaceutical 
firm), has a “real foreigner’—an Italian—as. 
chief executive. 
For all its cosmopolitan ambitions, the _ 
governing elite of German business is still 
made up- almost entirely of men in their 
50s or 60s, mainly with an engineering 
background, whose formative experience. 
was growing up in the post-1945 
Wirtschaftswunder, where pro- 
duction was king and sharehold- 
ers were all but invisible. It is no 
coincidence that the most suc- 
cessful German companies tend _ 
to be run by managers who have’. 
an unusual amount of experi- 
ence working not just abroad, but 
for foreign companies. 
Below board level, German 
industry has also retained some 
bad. habits which truly interna- 
tional businesses have largely 
eradicated. Purchasing, for exam- 
ple, can be surprisingly corrupt. 
Management hierarchies tend to 
be territorial and formal. “We 
just pretend to be chummy with 
each other when we are meeting 
foreigners,” confides an executive 
at a Gerrnan conglomerate, on 
his return from a road show in 
New York. 
For all the fanfare of the past 
months, successful foreign acqui- 
sitions are still the. exception 
rather than the rule: German 
managers are generally keener to 
set up a foreign subsidiary than: 
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to buy an existing company. 

Where German companies have made 
acquisitions, the record is at best mixed. 
Hoechst, for instance, a chemicals giant 
that splurged on Merrell Dow and Marion 
Roussell (American and French pill-mak- 
ers) has performed poorly ever since. Gim- 
micks such as declaring English to be the 
official Hoechst language have worn thin. 
Integrating laboratories, and merging three 
prickly corporate cultures, have over- 
stretched management. Germany's other 
two chemical giants, Bayer and BAsF, dith- 
ered for years about making an interna- 
tional purchase in life sciences. Doing so 
now would be prohibitively expensive. 

The picture is similar in finance. Most 


of Germany’s banks are provincial provid- 
ers of expensive and mediocre retail ser- 
vices. Those which made serious ventures 
abroad have had mixed fortunes. The Deut- 
sche and Dresdner banks have both bought 
expensive London investment banks—and 
have had grave difficulties merging foreign 
and local habits. 

Moreover, the interests of shareholders 
are still often treated with scant regard. De- 
fenders of Ferdinand Piéch, Volkswagen's 
boss, are right to argue that his single- 
minded enthusiasm for more and more 
models in ever-greater volumes has 
brought benefits for shareholders. vw has 
been remarkably successful in recent years, 
both at home and internationally. Never- 


theless, as a botched capital increase last 
year illustrated, its treatment of those same 
shareholders can most politely be de- 
scribed as casual. 

What may be startling by German stan- 
dards is commonplace for big companies 
in smaller countries. ABB, an engineering 
conglomerate based in Switzerland and 
Sweden, has been snapping up and restruc- 
turing communist-era heavy industry in 
Eastern Europe far more successfully and 
imaginatively than its German counter- 
part, Siemens. Switzerland's ssc has inte- 
grated Warburgs, a British investment bank 
that it bought, with notable ease compared 
with either Deutsche or Dresdner. And vw 
is not the first foreign company to think of 





The Russian mafia means business 


MOSCOW 


O YOU want to deter Russian crooks 

from bothering your Moscow of- 
fice? These days, a super-stubborn recep- 
tionist, rather than a lot of gun-toting 
bodyguards, is likely to be a business- 
man’s best ally. Criminally minded offi- 
cials, rather than hoodlums, are now the 
biggest threat to corporate security in Rus- 
sia—and fending them offis a question of 
brain rather than muscle. 

It used to be different. In the anarchic 
days of the immediate post-Soviet era, 
any visible business was likely to be vis- 
ited by beefy, single-minded men, often 
associated with dubious sports clubs, of- 
fering security from their competitors in 
return for a large cut of the profits. Refus- 
als were inadvisable. 

Two things have changed. First, com- 
panies’ own security has become a lot bet- 
ter. Simple precautions such as hiring a 
bunch of armed guards (cheap in Russia), 
installing closed-circuit television and or- 
dering careful scrutiny of visitors’ identi- 


fication papers (photocopying them for 
future reference is recommended) have 
put most respectable businesses beyond 
the reach of the most primitive variety of 
Russian gangster. 

Second, the more intelligent crooks 
have realised that the state’s powers to ex- 
tort are far more menacing than those ofa 
mere private hoodlum. The criminal in- 
filtration of state bodies that have the 
power to snoop and confiscate has been 
one of the most sinister developments in 
Russia during the past few years. 

Russia’s idiosyncratic system of pub- 
lic administration gives bureaucrats 
sweeping powers, and their victims cor- 
respondingly little recourse. Given a peek 
inside a company’s books and files, bent 
officials can face managers with the 
unappetising choice of a huge back-dated 
fine for some fictitious or trivial offence 
(most likely compounded at some arbi- 
trary and punitive rate of interest), or, al- 
ternatively, an “administrative payment” 





Don’t let them through the door 
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to the official concerned. 

The best deterrent in such cases, ac- 
cording to a new study* by the Economist 
Intelligence Unit, a sister company to The 
Economist, is to try to stall. For example, a 
western fast food chain managed to see 
off a snooping government inspector by 
asking him to explain in writing precisely 
what he wanted and why he wanted it. He 
never came back. Another western com- 
pany keeps its door locked, with a guard 
stationed outside who insists that unan- 
nounced visitors write an official letter 
asking for an appointment. Crooked offi- 
cials may have few qualms about misus- 
ing an 1D card, but official stationary, it 
seems, is another matter. 

All this is some comfort for most west- 
ern companies doing business in Russia. 
Security precautions may be cumber- 
some and expensive, but they work (and 
so long as the costs afflict competitors too, 
they can simply be passed on to the cus- 
tomer). The exceptions are for companies 
involved in gangster-ridden industries 
(two Philip Morris executives had to leave 
Moscow ina hurry last year after they trod 
on the toes of the tobacco mafia); and 
those mixed up in contested mergers or 
acquisitions (such as Paul Tatum, an 
American hotelier who was shot dead in 
1996 after an acrimonious falling-out 
with a Russian partner). 

That the mafia is now manageable for 
a foreign company is little comfort, how- 
ever, for the rest of Russian business. In 
particular, what may be tolerable— 
though bothersome—for a big outsider is 
likely to be lethal for smaller firms, espe- 
cially local ones. It all helps explain why 
anyone who is lucky enough to make 
money in Russia shovels it abroad as 
quickly as he can. The resulting lack of in- 
vestment is one of the main causes of the 
country’s current financial crisis. 


* “Corporate Security in Eastern Europe”, published 
by the EIU. June 1998 
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The accords are signed. The rates have been 
announced. Another half year and trading 
in euros will commence. So-now that it’s: 
really coming - how-do you feel about your’ 


company’s future? ING is optimistic about 


the euro’s arrival. In addition to opening — 
















up trade, investment. and other cross- border - 
activities, the euro will stimulate financial. 
markets and local economies. As boundariés 
fade, international financial networks such as 
ours will be called upon to provide a broader 
range of expertise. To meet. this challenge, 
ING takes ‘a cross- disciplined approach: to all 
your banking, insurance and-asset management 
needs. Integration, after all, will be. the key- 
to success when the clock strikes euro. For 
more information, visit www.inggroup.com or 


send an e-mail to: inggroup@inggroup.com. 


ING 


Trademark for integrated finance. 








Let the HEC MBA (isa) 


make the difference 
as it has for 
The CEO of Dell Computer France 
The Vice President of Sony Europe 
The Managing Director of Bain & Co. France 
mA mix of top quality students from over 30 nationalities 
B An Exchange Program with over 30 top MBAs in the world 
mA network of 20,000 Alumni worldwide 
s Over 200 multinational companies recruiting on campus 














Far more information and 


dates of information sessions 


we Nationality 


call: O1 39 67 73 79/7382 
Email : isadmission@hec. fr 
Web : http: //wew.hec. fr 
HEC School of Management 


tue la Libération 78350 Jouy-en-Josas k 


MBA in 





Postgraduate qualifications available full & part time 
@ MBA 

@ diploma 

@ certificate 

@ MPhil/PhD 

@ executive MBA 


The International MBA experience 


multi-cultural student group 

world renowned teaching faculty 

overseas study options 
international professional placement : 


if you think you have the ability, the experience and — 
the courage to contribute to the global business . 
challenge in the next millennium, contact: 


Pam Black 

University of Bristol, 

Graduate School of International Business, 

10 Woodland Road, Bristol, BS8 1UQ, England. 


Tel: 00 44 (0) 117 9737683 
Fax: 00 44 (0) 117 9737687 
email: gsintous@bristol.ac.uk 
http:/Avww.bris.ac.uk/Depts/MBA/ 


HELLENIC REPUBLIC 
MINISTRY OF THE ENVIRONMENT 
PHYSICAL PLANNING AND PUBLIC WORKS 
GENERAL SECRETARIAT OF PUBLIC WORKS - EYDEK 


ANNOUNCEMENT OF A PUBLIC INTERNATIONAL OPEN TENDER 


. The Ministry of the Environment, Physical Planning and Public Works and EYDEK have decided te call a Public 
International Open Tender for the construction of three underground parking garages in Athens; in Kolonaki Square, 
Kaningos Square and Aegyptou Square with a total capacity of 1,350 parking spaces. 


_ The Tender will be subject to the Build-Operate-Transfer system according to the provisions of Greek law, the Call 


for Tender and the Offering Memorandum. 
` 


. The right to participate will be open to all domestic and foreign construction firms or consortia, study bureaus or 
joint ventures with the necessary qualifications as detailed in the relevant Call for Tender. Final and binding offers 


must be submitted on 15/9/98. 


. The Offering Memorandum will be available to interested parties at the offices of EYDEK, 37 Batatzi St; 114 27 
Athens, Greece, 4th floor, tel: (301) 6427887 on working days and hours. ee E 








trying its luck with Volvo. 
-Of course, some German companies 
have managed their international expan- 
sion well by even. the most demanding 
standards. Bosch, which makes car parts, 
and Continental, a shrewdly run tyre man- 
ufacturer, are two examples; and Daimler’s 
move on Chrysler may well prove to be a 
third. But what German managers really 
need from their international expansion is 
to'learn as well as teach. In addition to ex- 
. porting German thoroughness and quality, 
they need to adopt thrifty habits with their 
shareholders’ capital; to modernise their 
style of management so that they include 
foreigners in senior posts; and to learn 
more open and flexible ways of dealing 
with investors and the outside world. All 
_ that requires a dose of humility not always 
< associated with would-be champions. 





OPEC 


Lying low 


OR many in the West, opec has become 
something of a joke. Last week the cartel 
that made the world shudder in the 1970s 
announced a production cut of 1.36m bar- 
| rels per day (b/d) from a total of around 
28m b/d. The oil price not only failed to 
_ tise, but dropped a little. It now stands at 
$13 for a barrel of Brent crude, compared 
with last year’s average of around $19. 
Meanwhile Saudi Arabia’s oil minister, 
Ali al-Naimi, admitted that opec member 
countries might not stick in full to their 
new targets. He also floated the idea of a 
new informal alliance of oil-exporting 
countries—another apparent admission of 
the cartel’s weakness. And at a conference 
in London this week, the Iranian govern- 
ment was trying to entice western oilmen 
to invest in its energy sector, a curious con- 
trast with the 1970s when oilmen fled the 
country for their lives. So is OPEC on its 
death-bed? And can the West now relax? 
Probably not. orec is not dead yet, and 
in the long term, its hopes of a higher oil 
price are far from vain. Until last Novem- 
ber, the cartel’s strategy was to keep output 
constant—at around 25m b/d—in the hope 
that rising demand would lift prices. It was 
frustrated by a succession of problems and 
bad luck. First, output from non-OPEc pro- 
ducers, such as Britain and Norway, rose 
more quickly than expected, while some 
OPEC countries, notably Venezuela, cheat- 
ed on their quotas. Then, over the last year, 
acombination ofa warm winter and Asia’s 
economic crisis reduced demand for oil, 
while Iraqi supplies began to seep back 
onto the market as UN sanctions were lift- 
ed. This was compounded by opecs deci- 
sion in November—foolish in retrospect— 
‘tolift quotas by 2.5m b/d to 27.5m b/d. 
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A REC ora wreck? 


ROUND the world, electricity utili- 
ties are struggling as competition 
cuts incumbents’ market share. Britain 
was one of the first countries to deregu- 
late its electricity business, so when 
PowerGen, its second-largest fossil-fuel 
generator, this week announced that it 
was buying East Midlands, a regional 
electricity company (REC), for £1.9 billion 
($3.2. billion), the world’s electricity 
bosses watched closely. PowerGen is also 
rumoured to be talking with Houston In- 
dustries, an American utility, about a 
merger. Has it found a way to escape the 
problem, or is it merely buying time? 
Since 1990, PowerGen’s share of the 
generation market has slumped from 
| 29% to 19%, and Ed Wallis, its combative 
| boss, who keeps a portrait of the Duke of 
| Wellington in his office, is convinced 
| that buying a REC is the answer. Britain’s 
previous (Conservative) government 
stopped him from doing so because it 
was worried about vertical integration, 
and Stephen Littlechild, the electricity 
regulator, is still concerned about a lack 
of competition. This week he accused 
both PowerGen and National Power, the 
biggest fossil fuel generator, of forcing up 
electricity prices in the “pool”, the mar- 
ket in which the generators sell to cus- 
tomers. PowerGen, trying to ward off crit- 
icism, has offered to sell 2,000 mega- 
| watts of capacity. 
| That is unlikely to be enough to sat- 
| isfy Mr Littlechild, but the Labour gov- 
| ernment will be reluctant to block the 
| deal. It is now trying to preserve some of 













































the remnants of Britain’s uncompetitive. 
coal industry—and, though both minis- 
ters and PowerGen deny they have an 
agreement, the government is hoping 
that, in a spirit of co-operation, the big 
generators will buy more coal. oe 

PowerGen is buying East Midlan 
from Dominion Resources, an American: 
utility, for around £300m more than D 
minion paid only 18 months ago. East 
Midlands makes most of its profits in 
distribution, the natural monopoly of 
cables, pylons and wires; yet next year 
the electricity regulator is expected toan- 
nounce a new, harsher set of pricé con- 
trols on that part of the business. i 

PowerGen argues that East Midland’s. 
2m orso customers will give ita foothold: 
in the deregulated supply business; al- 
lowing it tosell both electricity and gas to. 
consumers across the country (East Mid- 
lands also has a gas marketing arm). A 
with the mooted Houston deal, Eas 
Midlands should strengthen PowerGen’ 
hand when bidding for contracts 
abroad: many of these involve running © 
distribution networks as well as generat- 
ing electricity. 

Yet margins in the supply businesses 
are tiny, and PowerGen will need to win «| 
millions more customers to make much 
money. As for international deals, many 
utilities have rushed abroad only to run 
into the same obstacles they found at 
home: growing competition and unpre. 
dictable behaviour by politicians and 
regulators. Wellington himself would 
have found the going tough. 


i 





The result is a market awash with un- 
used oil: stocks in rich countries are more 
than 2 billion barrels, the highest level in a 
decade. That explains why OPEC's recent 
cuts failed to arrest the slide in the price. 
But oil analysts reckon that, provided 
member countries stick to their new targets, 
stocks should start to fall, and the price rise, 
towards the end of year. In recent months a 
number of non-oPEc oil producers, includ- 











ing Mexico, Russia and Norway, have also. 
agreed to make small cuts in their output, 

Moreover, OPEC is still affecting. the 
price of oil. While cheating will remain a 
problem within the cartel, few members 
want to disregard its rules entirely. Con- 
ceivably it would make economic sense for 
them to then produce as much oil as they: 
can. Though orec members supply only 
40% of the world’s oil each year, they sit on 
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75% of the world’s proven reserves; and 
their oil is much cheaper to exploit than 
fields in the North Sea, say, or in Alaska. 
Hence ramping up production would al- 
low them eventually to bankrupt many of 
their non-oPEc competitors, giving them a 
share of the market more in proportion to 
their reserves. Politically that would be far 
too risky for unstable regimes like Saudi 
Arabia: prices would tumble to even lower 
levels, and their market share would in- 
crease only slowly. 

For the time being, therefore, OPEC 
members are likely to continue to bide 
their time: adjusting their output a little 
this way or that, squabbling amongst them- 
selves, perhaps reshaping the organisation 
into an informal alliance, as suggested by 
Mr Naimi, but ultimately waiting for rising 
demand to lift the price. In theory that time 
should come, even if not this year. Eventu- 
ally Asia’s economies will recover, reviving 
the growth in world oil demand (it aver- 
aged 2.4% a year between 1995 and 1997). 
The Centre for Global Energy Studies, a 
London-based think tank, reckons non- 
OPEC oil supplies will begin to falter 
around 2005. OPEC’s moment of triumph 
could arrive sooner if it persuades produc- 
ers such as Russia, Norway, and Mexico to 
continue to restrain their output. 

The main obstacle for orec in this long- 
term game is global warming. At the recent 
conference on climate change in Kyoto, 
rich countries agreed to cut their emissions 
of carbon dioxide by 2010. If they keep to 
these targets (admittedly a big if), they will 
have to restrict car use, which will reduce in 
turn their imports of oil. In fact if OPEC 
does eventually regain control over the oil 
price, western countries may find that 
emissions targets, as well as controlling the 
weather, may provide them with a conve- 
nient way of keeping the cartel in its place. 
But whatever happens, one thing is certain 
now: for all its current woes, OPEC may not 
yet be dead, just sleeping. 





Contract catering 
Carving up the 
industry 


UNCH at GEC Marconi’s European avi- 
onics research centre in Rochester, Kent 
used to consist of chewy meat and watery 
vegetables—hardly inspiring fodder for the 
brains behind the Eurofighter’s electronics. 
Those were the days when GEC was a mo- 
nopoly defence contractor as complacent 
about the lack of competition as its staff. 
But as the defence market shrinks, GEC is 
having to sharpen up—and the change of 
attitude is on display in the staff canteen. 
The old, indigestible fare has been re- 


70 


placed by the sort of food that might appear 
in a Labour Party pamphlet: New Britain, 
New Lunch. Staff munch their way through 
ricotta-filled pasta and sip mocha cap- 
puccinos with whipped cream. Rainbow 
coloured seating, blonde wood fittings and 
a floor so spotless you could eat from it on 
one side of the counter; on the other, chefs 
in starched white hats and aprons knead 
pizza dough in full view of diners. The can- 
teen has been invaded by brands—Pizza 
Hut, Harry Ramsden’s, Heinz and Upper 
Crust, a brand of baguette seen at airports 
and train stations. Eileen Parker, who has 
served food at Rochester for 22 years, says 
“We used to cook meat and two veg on 
rusty stoves. Now everything is modern 
and there’s so much choice.” 

GEC’s secret weapon is Compass. Since 
the world’s largest contract caterer took 
over the site two months ago, it has trans- 
formed not just the atmosphere, but also 
the economics. Takings have risen from 
£850 ($1,400) a day to £2,400. And not just 
because of higher prices: the number of 
transactions has doubled. Gec Rochester is 
a snapshot of Compass startling success. In 
ten years, the group has turned from a 
£160m management buyout into a £4 bil- 
lion global company which in March 
joined the FTSE 100. 

Outsourcing, long practised by Ameri- 
can firms, is spreading to Europe as busi- 
nesses cut costs. GEC Rochester used to run, 
and subsidise, its canteen. Nowadays Com- 
pass takes on all the costs and collects any 

rofit. Third-party catering is growing in 
cash-strapped hospitals, universities and 
even prisons, a captive set of customers if 
ever there was one. Francis Mackay, 
Compass’s chief executive, says that of the 
total world market worth some $272 bil- 
lion, only $70 billion is outsourced. Each 
year $3.3 billion of new business is on offer. 

Contracts are becoming regional, and 
even global. In March Compass won a con- 





tract with Philips, a Dutch electronics 
group, to feed, eventually, all 265,000 staff 
in 60 countries. Only two caterers have the 
capacity for such work—Compass and 
Sodehxo Alliance, a French group. Ameri- 
ca’s Aramark is a more distant third. The 
economies of scale grow with the compa- 
nies. Craig Fraser, an analyst at Goldman 
Sachs, says that Compass has started to tap 
purchasing efficiencies, estimating it will 
save £50m a year, or 1% of group profits, just 
by cutting coffee suppliers from 30 to one. 

Compass and Sodexho have been re- 
inforcing their oligopoly by buying smaller 
rivals—Sodexho has bought Britain’s Gard- 
ner Merchant and a 48% stake in Marriott 
Management Services, making it the big- 
gest caterer in North America, while Com- 
pass has spent £1.9 billion since 1992, nota- 
bly on Canteen vending in America and 
Eurest, a business caterer. 

Compass looks like it has the edge. It re- 
cently added Microsoft, which it grabbed 
from Marriott, to a list of clients that in- 
cludes 18M, General Electric and Disney. It 
is willing to undercut prices and to trum- 
pet its past successes, trooping potential cli- 
ents through showpiece sites such as GEC 
Rochester. Compass also pays obsessive at- 
tention to staff training and checking what 
customers think—crucial in an industry 
villified for its sloppy standards. 

It is adept, too, at getting people to 
spend more. David Bailey, a manager at 
Eurest, describes the pinball layout of food 
stands, designed so customers bounce be- 
tween different concessions, collecting 
items as they go. This is where branding 
pays off. By franchising brands like Burger 
King and developing its own—like Upper 
Crust and Ritazza coffee—Compass per- 
suades customers to pay more while it saves 
money by offering a limited menu. Only 
10% of sales are made up of branded foods 
but that figure will rise. 

Despite its success, Compass’s stunning 
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growth has drawbacks. One is miserable 
margins—a mere 5% of turnover, half that at 
Granada’s British-based caterer Sutcliffe. 
Mr Mackay promises that margins at the 
company will improve. Another is the dan- 
ger that, as it scrambles to expand, Com- 
pass will lose its grip on standards. “As we 
get bigger we are only as strong as our weak- 
est spot. We’ve got more of an estate to 
spoil,” agrees Mr Mackay. 





Tripped up 


NEW YORK 


7 HOLLYWOOD people test star quality 
by two things: an actor's ability to 
“open” a film, so that it has a big first week- 
end; and his ability to “carry” a moderate 
film. When Hollywood cuts costs, astral fig- 
ures like Tom Cruise (who earns $20m a 
film) are left untouched; actors who are 
merely well known get chopped—even 
though they earn much less. 

Now the same brutal economics has ar- 
rived in America’s $8 billion sports-shoe 
business, which accounts for over half the 
world market and, like movies, is driven by 
teenagers. Reebok, which used to sponsor 
130 basketball players, is in the process of 
reducing that list to 20. This week it reached 
a “mutual agreement” with Shaquille 
O'Neal, a basketball player, not to renew 
his $15m deal. Other big firms, such as Con- 
verse and Fila, are also weeding their port- 
folios. And now the sportsman’s main 
piggybank, Nike, has hit a rough patch. 

In May, Rudy Chapa, the marketing 
man most identified with Nike's endorse- 
ment strategy, left the firm. This week, Nike, 
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Ronaldo just does it in Europe 
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VAT‘s too much for Edgard 


PARIS 


HERE will French politicians go 

to scheme now? On June 30th, 
Chez Edgard served up its last dish of 
duck to the regular crowd of politicians 
and journalists who for 30 years have 
made it a favourite place for starting and 
chasing rumours. A recent guide to Par- 
is’s tables du pouvoir identified its dark 
red and black booths as the place to be 
seen, while for for those of a more clan- 
destine bent (such as the government 
plotters who met there in 1985 to des- 
patch frogmen to sink Greenpeace’s 
Rainbow Warrior), a hidden entrance 
led to a private dining room. 

One politician not present at the fare- 
well dinner was Dominique Strauss- 
Kahn, the finance minister: according to 
the proprietor, Paul Benmussa, he is to 
blame for this calamity. In March Mr 
Benmussa announced his intention to 
close unless the government lowered the 
rate of value-added tax for restaurants 
from 20.6% to the 14% in Italy, Spain and 


Greece. He claims that since 1995, when 
the rate was raised from 18.6%, he has 
been losing round about FFr300,000 
($50,000) a year on his annual turnover 
of FFr20om. What particularly galls Mr 
Benmussa is that the fast-food joints that 
have ousted all but one of the chic restau- | 
rants from the nearby Champs Elysées 
pay only 5.5% vat. When McDonald’s | 
was picked as a sponsor of the World 
Cup, Mr Benmussa proposed that Paris’s 
restaurants mark its opening day witha | 
gastronomic shut-down. 

But his fellow restaurateurskept their | 
stoves lit and the way to the national ex- 
chequer has turned out not tobe through | 
the politicians’ stomachs, so Mr Ben- 
mussa has carried out his threat. He 
plans a new career as a writer. Sharing 
the last of the previous nights smoked 
salmon with his staff in a room from 
which the booths had already been 
ripped, Mr Benmussa was looking for- 
ward to spilling a few haricots verts. 





whose shares have fallen by 20% in the past 
year, unveiled its first quarterly loss in 
more than 13 years. The chief cause of Ni- 
ke’s woes is the downturn in Asia (it has 
been particularly badly hit in Japan). But it 
has also had problems in the United States. 
Its 1997 line of sneakers sold poorly and 
“flushing” the unsold inventory, which at 
one time reached 5m pairs, has been expen- 
sive. Now there appears to be a build-up of 
Nike clothing. In this tougher market, only 
Nike’s top stars—notably Michael Jordan 






and Tiger Woods (both of whom are in the 
Cruise class)}—have been capable, in Holly- 
wood terms, of “carrying” their products. 

Nike insists that its sports sponsorship 
will not be cut. The firm, which has a habit 
of rebounding from adversity, has reorga- 
nised itself and changed its ads. Faye 
Landes, an analyst at Salomon Smith Bar- 
ney, is cautious in her optimism about Ni- 
ke’s sneakers for spring 1999. “There is a 
light at the end of the tunnel, but it is only 
an amber one.” 

For sportsmen this is bad news. Adidas, 
the chief gainer from Nike’s distress, has 
spent less on sports contracts (it has only 
two basketball players). Small hip brands, 
such as Vans, have tended to concentrate 
their marketing dollars on cheap alterna- 
tive sportsmen, such as skateboarders. And 
many of Nike’s customers have changed to 
“brown shoes” made by firms like 
Timberland, which has no use for perspir- 
ing basketball players. 

The best chance for Nike's aggressive 
promotional strategy could be in Europe— 
and the World Cup in particular. So far, it 
has had a better World Cup than Adidas. Its 
$300m investment has bought it much Bra- 
zilian flair, including the team’s incompa- 
rable striker, Ronaldo; amongst Adidas’s 
investments are a Dutch striker, an Italian 
striker and an English midfielder, all of 
whom have been sent off. The Englishman, 
David Beckham, is generally blamed for his 
country’s exit from the competition; and 
Adidas has cancelled his television spots. 
—— aaaaaaaaaaŘŮōŮō—— 





ET aay 


i 


BUSINESS 


Taiwan semiconductors 


Nice market, 
we'll take it 


HSINCHU, TAIWAN 


N EARLY June, executives from South Ko- 

rea’s Samsung Electronics, the world’s 
largest maker of memory chips, quietly did 
the rounds of Taiwan’s top high-tech ana- 
lysts and semiconductor companies. They 
said they were on a fact-finding tour of Tai- 
wan’s fast-growing semiconductor indus- 
try, but after a few perfunctory questions, 
the real reason for the visit emerged. Armed 
with internal financial documents marked 
“confidential”, they showed the Taiwanese 
just what it took to play in the big leagues of 
the memory chip business: billions of dol- 
lars to spend on factories and research, 
world-class efficiencies of production, and 
an appetite for financial risk that would 
choke a derivatives trader. 

Samsung's attempt to scare the Taiwan- 
ese out of the memory-chip business may 
not work, but the firm is right to worry 
about competition from the high-tech is- 
land. Today, Taiwan’s memory-chip mar- 
ket share is still relatively small: less than 
9% last year, compared with South Korea’s 
40%. But its huge investment in new chip- 
making capacity suggests that it will be a 
force to be reckoned with in semiconduc- 
tors over the next few decades. 

Since it first decided to challenge South 
Korea and Japan in the memory-chip in- 
dustry in the mid-1990s, Taiwan has been 
investing out of all proportion to its size. 
Last year Taiwanese semiconductor firms 
invested an amount equal to their reve- 
nues, whereas South Korean firms invested 
less than 40% of theirs. In absolute terms, 
Taiwan outspent South Korea in semi- 
conductor capacity for the first time last 
year and will invest more than three times 
as much this year (see chart), partly because 
troubled Samsung, LG Semicon and 
Hyundai Electronics are cutting their capi- 
tal spending by two-thirds. Japanese firms 
are spending less, too, and 


Looking at a profitable future 


Samsung was keen to point out. The indus- 
try is still in a slump, with too much capac- 
ity and too few pc sales. Since early 1996, 
most memory chip makers have been los- 
ing money and prices continue to fall. 

This is something the Taiwanese firms 
understand only too well: through a com- 
bination of bad luck and poor forecasting, 
1996 was the year that most of them en- 
tered the memory market. Some, such as 
Vanguard, which is a memory spin-off of 
the giant Taiwan Semiconductor Manufac- 
turing Company, have been losing money 
ever since. And as the Asian crisis contin- 
ues, driving chip prices even lower, many 
Taiwanese companies have cut back their 
ambitious spending plans. 

The Taiwanese are nevertheless keen on 
this market because of the potential re- 
wards. In 1995, at the peak of the last cycle, 
the three South Korean memory makers to- 
gether earned more than $5 billion—more 
than the total earnings of the rest of South 
Korea’s listed companies. Cautious Tai- 
wanese company officials say that it would 
be rash to expect a year like that again, but 
privately they note that history suggests 
that the longer the slump lasts, the bigger 
the cuts in capacity, and the 





increasingly paying Taiwan- 
ese companies to make chips 
for them on a contract basis. 
Taiwan’s share of the world 
market in this “foundry” 
work is expected to reach 
70% this year. 

Based on its new semi- 
conductor investment alone, 
Taiwan is bound to gain 
market share: most analysts 
see its share of memory chips 
doubling over the next year, 


Chip chop 
Semiconductor 
| capital spending, $bn 


Korea 


Taiwan 


higher the prices once recov- 
ery comes. The 1993-95 boom 
was preceded by four bad 
years. The current slump is 
already three years old and 
market analysts are predict- 
ing that it will last at least an- 
al other 18 months. Somebody 
| is going to make a fortune, 
and the Taiwanese are bet- 
2| ting it will be them. 

Their flexibility gives 
them an advantage over the 
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to more than 15%. But being 
big in memory is not neces- 
sarily a good thing, as L 
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South Koreans and Japanese. 
Unlike their Asian competi- 
tors, most Taiwanese chip 


97 9% 
fast | 





makers are still doing foundry work for oth- 
ers. Profits in that business, while usually 
good, offer nothing like the riches collected 
by firms that make their own memory 
chips during a shortage; but foundry work 
is a good way of using spare capacity. So 
Taiwanese firms, such as Acer, Powerchip 
and Winbond, are investing in dual-pur- 
pose capacity that can be switched from 
logic-chip foundry work to memory chip. 
That means they can diversify away from 
memory today, when the market is bad, but 
return when conditions improve, while in- 
vesting in new technology and capacity. 

At the same time, the Asian crisis has 
provided Taiwan with another technologi- 
cal hedge: tcp screens. Japan dominates 
this market selling 90% of notebook dis- 
plays. But as prices plummet, some Japa- 
nese companies, cash-strapped and keen to 
share the risks of new investment, have 
turned to their Taiwanese foundry partners 
for help. Since the beginning of the year, six 
Taiwanese companies have entered the 
LCD industry through technology-transfer 
deals with Japanese firms. They will spend 
a combined $3 billion on tcp production 
capacity over the next two years. 

The rout, if there is to be one, is not ex- 
pected to come soon. Analysts reckon Tai- 
wan will have gained just 3% of the world 
market for such displays by the end of the 
century. Yet it took South Korea more than 
a decade to nudge up to 10% and America, 
despite years of Congressional hair-pulling 
over its reliance on Japan, still has almost 
nothing. Yesterday, Japan’s huge R&D- 
driven firms and South Korea’s cheap 
sources of capital and spendthrift con- 
glomerates looked unbeatable in chips. 
Taiwan spouts none of that dangerous talk 
of “domination”. Its virtues of flexibility 
and profit over market share look a lot 
sounder by comparison. 
ee ee SS eee 
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The trouble with excellence 


Nobuhiko Kawamoto reversed Honda’s fortunes by breaking with its traditions 


T WAS 1992, and a dark time for Honda. 

The legendary founder, Soichiro Honda, 
had recently died. Rumours were circulating 
that the company—maker of the best-engi- 
neered Japanese cars—was about to be ab- 
sorbed by its dreaded rival, Mitsubishi Mo- 
tors. Bills were piling up from the financial 
follies of the 1980s, the company had no 
new models and the economy was heading 
downhill fast. Nobuhiko Kawamoto, 
Honda’s boss, did something painful, sym- 
bolic and central to the strategy that has 
brought Honda back to life: he axed the 
company’s prized Formula One motor-rac- 


Nobody expected it, because Mr Kawa- 
moto, who retires this week, has worshipped 
fast machines all his life. The second word 
he learned, as he watched Japanese fighters 


_ soaring skyward, was hikoki (aeroplane). As 
| ayoung engineering graduate at Tohoku University, he secretly 


spent the proceeds of a national scholarship on a second-hand 
motorbike for racing, while his family, unaware, kept sending 
an allowance and paying the tuition fees. (Years later, his wife 
made him repay his father.) 

When he joined Honda in 1963, Mr Kawamoto wangled his 
way into the research department, so he could work on racing 
motorbikes and engines for racing cars. As a young board mem- 
ber he was threatened with the sack for spending his time tinker- 
ing in the workshops and skipping board meetings. One of 
Honda’s most original racing-car designs was sketched on Mr 
Kawamoto’s doodle pad during a tedious board meeting. 

Honda was just the place for the young Kawamoto. It was 
supreme in motor racing, winning the world car-constructors 
championship for six years in a row. Its agile little motor cars 
had all the poise and balance of the motor bikes it built along- 
side them. It went on to turn out exquisite masterpieces such as 
the all-aluminium Nsx supercar, capable of going wheel-to- 
wheel with any Ferrari. At the other extreme, it drew gasps of 
admiration from rivals with diminutive little mid-engined two- 
seaters like the Beat. The company disdained vans and light 
trucks as the sort of thing produced by the mere metal-bashers. 

By the time Mr Kawamoto took over as president and chief 
executive in 1990, Honda was in thrall 
to its engineers—a priesthood housed in 
separate premises, untroubled by the 
dismal businesses of marketing and ac- 
counting, with a say in everything from 
piston size to pricing. With the economy 
soaring in the late 1980s, it hardly 
seemed to matter that customers were 
not lining up to buy Honda’s flights of 
engineering fancy. There was always 
money to be made from sensible Civics, 
Accords and dozens of different types of 
motorbike. 

But things were already going wrong. 
Honda’s focus on clever machines had 
diverted it from the dull matters that 
make a business tick—paying attention 
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to what the customer wants and producing 
it at a reasonable cost. By 1990, Honda was | 
taking nearly twice as long to get a new 
model into production as Toyota. 

Honda’s culture had to change; but 
nothing in its culture told it how. Fortu- 
nately, Mr Kawamoto had the imagination 
to think beyond his discipline. That was 
when the man who had run Honda’s Grand 
Prix programme showed the company what 
its priorities should be by putting an end to 
its involvement in Formula One racing. And 
after that, the company’s most senior engi- 
neer pushed his fellow engineers from be- 
hind the steering wheel and handed the keys 
to the manufacturing and marketing men. 





RVs to the rescue 


Mr Kawamoto turned the management sys- 
tem upside down. He got rid of “Honda- | 
ism”, a collegiate style of decision making, and introduced in- 
stead a top-down management that brooked no dissent. Out 
also went the sacrosanct Japanese seniority system. Now people 
are paid and promoted strictly on merit. Most revolutionary of 
all, Mr Kawamoto started asking potential customers what they 
wanted from a car instead of letting the engineers dream up de- 
signs they deemed the public should have. Market research re- 
vealed that ageing baby boomers and their children were tired of 
boring, functional saloon cars—no matter how clever their de- 
sign. They longed for recreational vehicles (Rvs)—vans and Jeep- 
like off-roaders kitted out with the latest gadgets. 

Since then, Honda has rushed out a series of Rvs starting 
with the hugely successful Odyssey seven-seater in 1994, then the 
CR-V, the Step Wagon, the sM-x and now the little Capa wagon. 
Beneath the boxy clothing of each lies a platform and power- 
train borrowed from one of Honda’s more popular saloon cars. 

In the past, the engineers would have thrown up their hands 
in horror and insisted on designing each new vehicle from 
scratch. But the cars-in-vans-clothing have transformed 
Honda’s fortunes and now account for more than 70% of the 
company’s domestic sales. Today, Honda is one of only two car 
firms in Japan making serious money (the other remains 
Toyota), and the only one whose sales are growing. 

Mr Kawamoto saved Honda by be- 
traying his traditions, but he himself | 
hasn't really changed, as his retirement 
plans suggest. “I don’t play golf and I 
don’t sing karaoke,” he explains. He 
thinks about cars; and when he isn’t | 
thinking about them, he is restoring or 
racing them—indeed, he might well run 
Honda’s new team from Britain when it 
returns to Formula One racing in 2000. 
Which raises the big question that his 
successor, Hiroyuki Yoshino, another 
engineer who came up through R&D, 
will have to face. Companies are as hard 
to change as people; so, now that Honda 
is out of trouble, will it revert to its engi- 
neering-driven, self-indulgent self? 
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The borders of competition 


Trustbusters are crossing swords over global mergers. Would multilateral 


rules ease their conflicts? 


OMEWHERE between Washington and 
Brussels, the proposed alliance between 
American Airlines and British Airways is 
stuck in a holding pattern. Trustbusters in 
America and Europe are delaying the air- 
line link-up because they fear it may harm 
competition. Two years on, the European 
Union’s verdict is finally due on July 8th; 
America’s should be known in the autumn. 
Unfortunately, they appear likely to dis- 
agree about what the airlines must do for 
their deal to past muster, 
A decade ago, such clashes were rarities. 
But as trade and foreign direct investment 
flourish, national competition policies 
have taken on global importance. A govern- 
ment’s decision to block a merger, tolerate a 
cartel or prohibit a business practice can 
have a significant impact on the flow of 
trade—and can potentially cause economic 
harm in countries half a world away. This 
has turned the international implications 
of antitrust into a thorny trade issue. The 
World Trade Organisation, the orco, the 
European Union and halfa dozen national 
»governments are discussing it intensely. 
Progress, however, is very slow in coming. 
-. The growing visibility of competition 
_ policy.is in part a mark of success. As tariffs 
-and other import barriers have declined, 
the potential for anti-competitive practices 
to obstruct trade has been laid bare. In Feb- 
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ruary, an expert WTO panel, investigating 
whether Japanese authorities let Fuji Photo 
Film monopolise film distribution in or- 
der to squeeze sales of American-made Ko- 
dak film, concluded that the wro has no 
jurisdiction over competition law. 

The globalisation of companies and 
markets has also undermined national reg- 
ulators and brought them into conflict.Ina 
1994 case, the United States Justice Depart- 
ment failed to prove that America’s General 
Electric and South Africa’s De Beers were 
fixing industrial diamond prices, partly be- 
cause other countries would not help it 
gather evidence. And last year, when Amer- 
ican authorities waved through the merger 
of two American aeroplane manufacturers, 
Boeing and McDonnell Douglas, the. u's 
threat to block the deal almost triggered a 
trade war. “From a company standpoint it 
would have been far preferable if whatever 
remedies were sought, were sought jointly,” 
said Richard Albrecht, Boeing's executive 
vice-president. ¢ 

Competition officials are not deaf to 
the problems. In June America and the £u 
signed an antitrust pact detailing how and 
when officials on one side of the Atlantic 
can ask their counterparts on the other to 
examine anti-competitive behaviour. Co- 
operation is healthy enough that the Eu has 


left it to America’s Justice Department to ` 








probe whether Microsoft is trying to mono 
polise parts of the software business, rather: 
than mounting a separate investigation, 
The United States and Canada have agreed 
to share information in criminal antitrust 
investigations, and Australia and New Zea- 
land also co-operate. wd 
These bilateral agreements, however, 
have serious limitations. The pact between _ 
America and the Eu does not cover merge: 
vetting and is not binding, so it will be use 
less when Washington and Brussels dis- 
agree. The agreement between the Ameri. 
cans and the Canadians does not extend to 
civil antitrust cases, which are far more 
common than criminal cases. And none‘of ° 
the deals protects the interests of third 
countries. Although Australia may worry 
about how the pending telecoms merger 
between WorldCom and mci will affect its 
Internet users, it lacks the leverage to block 
the merger on its own and has no way-to. 
persuade American trustbusters to con: 
sider Australian consumers’ welfare. 
All of this has created interest in multi- 
lateral solutions. In March, the OECD- rece 
ommended that members work together to 
combat “hard-core” cartels. A wro working 
group, which was set up in 1996, is due to’ 
report later this year on the overlap be- 
tween trade and competition policy. The 
European Commission thinks it should go 
much further. Sir Leon Brittan, until this 


week the Eu’s trade commissioner and for- 


merly its competition commissioner, 
wants the agenda for the next big round of 
WTO negotiations, which could start next 


year, to include minimum standards for 


members’ competition policies. America's 
Justice Department is against the idea, 
partly because it thinks countries will not 
agree on much; it would rather strike agree- 
ments to co-operate on antitrust with one 
country at a time. 


Whose standards? 


Some of the American concerns have to do 
with bureaucratic interests: the trustbusters 
are not eager to have trade warriors tread- 
ing on their turf. But the American objec- 
tions are not entirely frivolous. When it 
comes to competition policy, there may be 
little common ground among the wro's 
132 members. Roughly half of them do not ` 
even have competition laws, and those that 
do have widely differing views about aims, 
rules, and enforcement. Some countries, 
for example, tolerate price fixing, while oth- 
ers unreservedly condemn it. Some closely 
regulate so-called “vertical” issues, such.as 
manufacturers’ relations with wholesalers- 
and retailers; others ignore them. There are” 
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also disagreements on important issues 
such as the standards by which proposed 
mergers should be judged. 

There are procedural differences too. In 
America, cases are tried in court, and can be 
brought by private parties as well as the 
state and federal governments. Europe’s 
system is more regulatory and bureaucratic 
and, unlike America’s, never involves crim- 
inal sanctions. Japan has a law similar to 
America’s but rarely enforces it. 

Another difficult question is how com- 
petition policy fits within the framework of 
the wro. The organisation, under its 
present procedures, never issues rulings in 
advance. Only after a country has adopted 
a policy on, say, salmon fishing or labelling 
may a trading partner bring a complaint 
that the policy inhibits trade. When it does, 
the countries engage in a lengthy period of 
bilateral talks followed, if necessary, by the 
appointment of an expert panel to weigh 
the issue. The wro could easily consider 
whether, say, the American Justice Depart- 
ment’s merger guidelines violate its rules. 
But new procedures would be needed if the 
wTo’s writ were to extend to examining 
particular mergers. 

For the foreseeable future, such things 
rule out the wro’s becoming a global anti- 
trust authority, operating as the European 
Commission does in the Ev. But there is 
still scope to involve the wro in compe- 
tition policy. Edward Graham of the Insti- 
tute for International Economics, an Amer- 
ican think-tank, argues that members could 
feasibly agree a ban on most cartels, en- 
forced by the wro’s dispute-settlement 
mechanism. They could also agree to notify 
large mergers to the wro and to listen to 
other countries’ concerns about them. And 
the wro could draw up a list of tricky is- 
sues, such as “vertical” cases, on which 
countries would be obliged to consider 
other members’ views. 

Where all this will lead is hard to tell. 
Some rich countries, such as Canada and 
Australia, are eager for a multilateral pact 
in order to protect their interests as compa- 
nies based in other countries consolidate. 
Japan, bullied by America to enforce its 
own laws more tightly, would prefer a mul- 
tilateral approach. Many emerging econo- 
mies have yet to weigh in, but they may em- 
brace international competition standards 
as a way to restrict rich countries’ use of 
anti-dumping duties. If an accord means 
that Europe will lose that handy way to 
keep out unwelcome imports, its enthusi- 
asm could prove temporary. 

Yet the issues may be impossible to 
avoid for long. The failure of the Kodak case 
has reminded America that it, too, could 
benefit from international competition- 
policy rules. As China and Russia negotiate 
to join the wro, ensuring that their domes- 
tic economies are open to competition is a 
vital issue for both America and Europe. 
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And the fact that disputes about a merger in 
aircraft manufacturing nearly led to sanc- 
tions on trade has done a great deal to con- 
centrate minds. Competition policy was al- 
ready on the trade agenda in 1948, when 
the multilateral trading system was set up. 
It came to nought then. Fifty years on, its 
time may have come. 





Turkey's economy 


New deals 


ANKARA 


OME election time, officials at the In- 
ternational Monetary Fund recall 
with a shudder, Turkish prime ministers 
can be an ill-disciplined lot. Tansu Ciller’s 
eagerness to increase public-sector wages 
won her second place in the 1995 general 
election, but cost Turkey $200m in can- 
celled credits from the 1mF. Now that Mes- 
ut Yilmaz, who leads Turkey's weak coali- 
tion government, has prom- 
ised to hold an election next 
April, it might seem illogical 
for the Fund this week to 
have welcomed Turkish pro- 
posals for a new arrange- 
ment. Has it miscalculated? 
Not according to Stanley 
Fischer, the IMF's number 
two, who was fulsome in his 
praise of Mr Yilmaz’s eco- 
nomic management when 
he visited Ankara last 1997 
month. But, just to be safe, 
the Fund has decided to of- 
fer Turkey plaudits rather than credits. 
Even these will come on condition that the 
Turks pass quarterly exams on tricky sub- 
jects like public spending and structural re- 
forms. Mr Yilmaz hopes the IMF endorse- 
ments will persuade credit-rating agencies 





Prices still move faster 


Disciplined 
Turkey’s consumer prices 
% increase on a year earlier 





Sources: OECD; national statistics 


to raise Turkey’s dismal rating. This would 
encourage foreigners to lend more money. 

Mr Yilmaz has looked reasonably disci- 
plined since he took power from Turkey’s 
first Islamist government last summer. 
Helped by a worldwide slump in oil prices, 
he has managed to bring inflation down 
for four months running (see chart), even if 
the government's year-end target of 50% 
looks too optimistic by 15 percentage 
points. Interest rates fell from 130% to 90% 
between February and June. Mr Yilmaz 
gave public-sector workers smaller wage in- 
creases than they are used to, and encour- 
aged the central bank to accumulate $9 bil- 
lion in net foreign-exchange reserves— 
enough to allay fears of a run on Turkey’s 
volatile currency, the lira. As a result, he 
now has that rare commodity for a Turkish 
prime minister, credibility; when he rules 
out unbudgeted public spending, the mar- 
kets tend to believe him. 

The markets like Mr Yilmaz’s proposed 
tax reform, which could end up collecting 
some of the estimated $2 billion that Turks 
forget to pay each year. They 
have warmed to Ugur Bayar, 
his privatisation chief, as 
well. Mr Bayar brought in 
$1.16 billion from selling a 
network of petrol stations 
on June 29th, and has off 
loaded $2.5 billion worth of 
state assets so far this year. 

Yet for all these successes, 
Turkish economists reckon 
the real grind is only just be- 
P= ginning. Higher debt-servic- 
ing costs mean the budget 
deficit is expected to con- 
tinue rising to a lofty 8% of Gpr. And if he 
wants glowing IMF reports, Mr Yilmaz 
must not only enact the tax bill, but also 
steer through legislation to prevent Turks 
from retiring, on full pension, in their for- 
ties. The Fund is right to insist on this; last 
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year’s social-security deficit was $6 billion. 
There is a good reason to think that Mr Yil- 
maz will accomplish it all. He isso unpopu- 
lar that defeating inflation may well be the 
only way he can win next April. 





Japanese banks 
Bad analogies 


TOKYO 


IVE them their due: the Japanese au- 

thorities know the power of a symbol. 
Two years ago, the government set up the 
Japan Resolution Trust Corporation to 
deal with seven insolvent mortgage compa- 
nies. The name echoed that of America’s 
Resolution Trust Corporation, which took 
barely three years to bring the savings-and- 
loans crisis under control in the late 1980s. 
The implication was that Japan’s RTC 
would solve banking problems as quickly. 
Unfortunately, the analogy fell short, be- 
cause the woes of Japan’s banks ran far 
deeper. So the government has reached for 
another analogy. On July 2nd it announced 
that it will create “bridge banks”, a device 
used by America to deal with sick banks 
earlier in this decade. 

Both the yen and the stockmarket 
jumped at the hint of a “us-style solution”. 
Itimplied decision. It implied pain. In fact, 
it will lead to neither. A few banks will 





probably be closed. But this “solution”, in 
the Japanese fashion, is mainly intended to 
avoid, insofar as possible, the pain of bank- 
ruptcies and unemployment. Rather than 
addressing the banking system’s structural 
problems, it may make them worse. 

As used in America, bridge banks were 
straightforward and cost-effective. They 
were created because some banks were too 
big to simply shut down. Instead, the Fed- 
eral Deposit Insurance Corporation seized 
a number of banks starting in 1991, trans- 
ferred some of their bad loans to the RTC, 
and (after wiping out the shareholders and 
installing new managers) kept the institu- 
tions going until buyers could be found. 

In Japan, the term burijji banku is little 
more than a marketing ploy to convince 
sceptics that the government is serious 
about reform, American style. To reinforce 
the purported similarity, the government 


has decided that each bank which is closed 
should have its own separate bridge bank, 
rather than have a single over-arching one. 
The new Financial Supervisory Agency 
would audit banks to decide which are 
duff. It would appoint administrators to 
take over the worst, presumably sacking a 
few (but not too many) managers in the 
process. It would then sell the failed institu- 
tion to a private buyer or, if none is to be 
found—the likely case—to a bridge bank. 
All of this suggests that the bridge banks 
and their bad assets will, like their Ameri- 
can counterparts, be auctioned off as 
quickly as possible. But these bridge banks 
differ from the American model. They are 
designed to keep companies both good 
and bad in business. They will still be regis- 
tered as companies, so shareholders’ equity 
may not be wiped out. They will have a life 
of up to three years, and will, extraordi- 





` Trouble in paradise 


TALLINN 


STONIA’S shiny reputation as the 

most successful and reform-minded 
economy in the former Soviet empire al- 
ways out-sparkled reality. Now a clutch of 
banking scandals has shown that crony- 
ism and book-cooking do not necessarily 
stop at the country’s borders. 

This week the central bank moved to 
close down Maapank, an agricultural 
bank that has struggled since the Esto- 
nian stockmarket crashed in October last 
year. According to its liquidators, the 
bank was kept going for six months only 
by backstage government help. Only after 
the IMF criticised the government's plan 
for a gradual, voluntary liquidation did 
regulators finally decide to force Maa- 
pank into bankruptcy. 

An entirely separate rumpus involves 
Siim Kallas, who as head of the central 
bank successfully restored Estonia’s na- 
tional currency, the kroon, in 1992. Mr 
Kallas now heads the main free-market 
| political party—but has just lost his par- 
| liamentary immunity over a missing 
$10m loan from the central bank. Mr 





Kallas has been notified that he is under 
criminal investigation. He says the affair 
is cooked up by his opponents. 

Then there is the case of Hoiupank, a 
big savings bank. Last year eight of its se- 
nior managers took out a $15m foreign 
loan, using the bank’s equity as collateral, 
in order to buy—for themselves—part of 
the bank’s new equity offering. The 
scheme was derailed by the collapse in 
the stockmarket, which until October had 
been soaring, largely thanks to a boom in 
bank shares. Hoiupank fired the manag- 
ers, paid back the loan and has now 
merged with a competitor. 

Although the central bank is still 
widely respected, it failed to catch on to 
the Hoiupank transaction. “The Hoiu- 

wpank people lied,” responds Peter 
Lohmus, the central bank's vice-presi- 
dent. Mr Lohmus'’s office is requesting the 
maximum fine for those involved—a less- 
than-ferocious 200 days’ pay. Olari Taal, 
the former Hoiupank chairman and one 
of those involved in the scandal, was ap- 





Estonian model 


remains in office. 

The central bank is beefing up its regu- 
latory apparatus to prevent such events | 
from recurring. The question is whether | 
that will make a difference. In a country | 
with just 1.5m people and only a handful 
of financiers, tough, arm’s-length regula- 


pointed interior minister in January and tion may be too much to hope for. 
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narily, be able to use taxpayers’ money to 
make new loans to “sound and good-faith 
borrowers”. A government screening com- 
mittee is to decide who those worthies are. 

Nor is Japan all that keen to follow the 
American model when it comes to dispos- 
ing of banks’ bad assets. America’s RTC sold 
four-fifths of the loans and properties it in- 
herited within four years. Japan’s bank 
clean-up agencies have been far less aggres- 
sive; the Credit Co-operative Purchasing 
Company, which takes some bad loans off 
banks’ books, sells about one property a 
week—at which rate it would take 100 years 
to get rid of its assets. The bridge banks are 
meant to sell off failed institutions’ assets 
within two years, but if they fail to do so 
they may get up to three extensions. 

In sum, what will probably happen is 
this. Japan’s worst banks will be trans- 
ferred, in effect, from private to public own- 
ership. Since they will not be shut, no ca- 
pacity will be taken out of Japan’s banking 
system. And since the bridge banks can 
make new loans, do not have to make prof- 
its, and will have the express remit of keep- 
ing dodgy companies in business, they will 
eat into the loan business of the remaining 
private-sector institutions. Worst of all, the 
availability of what is, in effect, govern- 
ment-subsidised lending will neither force 
lenders to price credit more rationally nor 
force credit-starved borrowers to restruc- 
ture their businesses. 





European pensions 


An uncommon 
market 


N THE European Union, goods, services, 

capital and people roam freely across 
national borders. Workers may migrate, 
but their pension plans do not. This keeps 
an important part of Europe’s single mar- 
ket from functioning well. No surprise that 
some Europeans are fed up. 

That is why, on June 26th, some 40 big 
companies banded together to found the 
Pan-European Pension Association. Hav- 
ing to run separate pension plans in each 
European country, they complain, raises 
costs and makes it hard to transfer employ- 
ees. The firms hope to win a ruling from the 
European Court of Justice that would allow 
each of them to put all of its employees 
within the European Union into a single 
plan. The European Commission is sympa- 
thetic. “I would like to see a single market 
in pension funds,” says Mario Monti, EU 
commissioner for the internal market. 

The basic problem is this: whereas an 
American employee can move from New 
York to Florida and stay in the same corpo- 
rate pension scheme, a Belgian worker 
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transferred to France has to join a separate 
French plan. He may lose vesting rights, 
since countries have different rules con- 
cerning how quickly an employee becomes 
entitled to a pension. The benefit from 
shorter periods of membership in two 
schemes may amount to less than what he 
would have received from spending more 
years in a single plan. And the worker may 
also lose any favourable tax treatment that 
his pension scheme received back home. A 
single pan-European pension would re- 
move these problems, reducing adminis- 
trative and legal costs while guaranteeing 
employees a retirement benefit in their 
home country’s currency. 

On July 3rd Mr Monti was to meet with 
finance officials from the 15 EU countries to 
urge an end to discriminatory tax rules, 


which are the main obstacle to cross-border 
pensions. He will have found a sceptical 
audience. National governments worry 
that pan-European pensions will cost them 
money, as workers receive tax breaks on 
pension contributions in one country and 
subsequently draw their taxable retirement 
income in another. This is in fact what hap- 
pens among American states. Some coun- 
tries also fear that pan-European pensions 
would threaten their domestic insurance 
and investment-management industries. 

So progress is likely to be slow. Any 
changes in Eu tax laws require unanimous 
approval from member states, a sure recipe 
for political quagmire. Ultimately, though, 
European governments cherishing the free 
movement of people and capital will have 
no choice but to accede. 





Futures trading 
Stuck in the pits 


CHICAGO AND LONDON 


Chicago’s ancient futures exchanges are showing their age 


ISTORY may judge it a nasty irony 
that the world’s futures exchanges 
first learned of the benefits of electronic 
trading thanks to the foresight of one Leo 
Melamed. In 1987, the then boss of the Chi- 
cago Mercantile Exchange dreamt up 
Globex, a computer-trading system whose 
worldwide network would let futures deal- 
ers trade around the clock. Mr Melamed’s 
judgment was spot on: the future of the 
business seems to belong to electronic trad- 
ing. The trouble is, both the Merc and its 
cross-town rival, the Chicago Board of 
Trade, appear incapable of embracing it. 
At both exchanges, where thousands of 
floor traders spend their days yelling and 
signalling across crowded trading pits, the 
mood is sour. The reason is that the right to 
trade on the exchanges is no longer hotly 
coveted. In 1994, a seat on the Board of 
Trade cost $700,000. Last month, the same 
membership fetched just $502,000 (see 
chart on next page). Over the same period, 
seats on the Merc have lost nearly two- 
thirds of their value, disappointing inde- 
pendent traders (or “locals”), much of 
whose wealth consists of the value of their 
seats. Patrick Arbor, the Board of Trade 
chairman, is so confident prices will re- 
cover that he has bought a seat for his 11- 
year-old grandson. Others are not so sure. 
The culprit is the computer. Both ex- 
changes use computers to trade futures 
contracts. But they do so only after their pits 
have shut for the day, reserving most of the 
business for their floor traders. Until re- 
cently, the potential threat of a cheaper 
electronic competitor was dismissed: once 
an exchange had attracted the lion’s share 


of trading in a contract, it was thought in- 
vulnerable because customers flock to 
wherever trading is busiest. Events in Eu- 
rope have shaken this confidence. In May 
1997, London’s futures exchange, LIFFE, 
boasted a 70% market share in Europe's 
most heavily traded contract, the German 
government-bond future. Now, Germany’s 
pts has succeeded in capturing most of the 
market. LIFFE operates with a trading floor, 
while the pts is all-electronic. 

Chicago’s traders fear a similar fate. Last 
September, the New York brokerage Cantor 





An outcry for computers? 
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“Last sale of each year 


Fitzgerald teamed up with the New York 
Cotton Exchange to develop an electronic 
exchange to trade American government- 
bond futures, striking at the core of the 
Board of Trade’s franchise. Mr Arbor has 
asked the Commodity Futures Trading 
Commission, the industry regulator, to 
block the proposed exchange, claiming that 
Cantor, as a brokerage, has a conflict of in- 
terest. Yet even if the scheme fails to give 
Chicago an electronic competitor, said Mr 
Arbor in a recent speech, “there is a strong 
chance that someone else will succeed.” 

So far, Chicago's trading volumes have 
not suffered. But there is serious reason to 
think they might. This is because technol- 
ogy has made it possible for exchanges else- 
where to develop competing contracts and 
offer them to customers worldwide, 
around the clock, with lower costs. As a re- 
sult, competition between exchanges now 
turns increasingly on the strength of their 
technology. The best-placed exchanges be- 
lieve that if their trading systems become 
the standard, they will attract more traders, 
reducing costs and improving liquidity, 
and thereby capture yet more business. 

Neither Chicago exchange has devoted 
enough attention to technology to enjoy 
the full benefits of this virtuous circle. 
Thanks to Globex, the Merc is better posi- 
tioned. It is working closely with Matif, the 
French futures exchange, which switched to 
daytime computer trading in April and 
subsequently closed its trading floor. Last 
year, the two exchanges agreed to swap 
technology. In September, the Merc will 
switch on an electronic after-hours trading 
system developed in France, and next year 
the French will adopt Merc technology for 
settling trades. Their alliance, still called 
Globex, took in the Spanish exchange last 
month, and is in talks with exchanges in It- 
aly, Belgium and Portugal. Eventually, this 
will allow the Merc to offer its contracts to 
traders all around the world. 

The Board of Trade is in a much weaker 
position. It recently announced an alliance 
with the DTB, but, unlike the Merc, it has no 
superior technology of its own to offer. That 
will make it difficult for the Board of Trade 
to extract favourable terms on details like 
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fee-sharing arrangements. 

Yet technology could still turn to Chica- 
go’s advantage as the global futures indus- 
try consolidates. Until now, electronic ex- 
changes have operated over their own 
proprietary communications networks. 
The prp’s success in extending its propri- 
etary network to London and Chicago was 
perhaps decisive in its battle with LIFFE. 
The next generation of trading systems, 
however, will allow banks and brokers to 
route their orders through whichever net- 
work they choose. This will undermine the 
value of established networks and level the 
playing field for all electronic exchanges. 

Can Chicago's exchanges meet the chal- 
lenge? So far, they have restricted the devel- 
opment of computer trading partly be- 
cause the locals fear that electronic trading 
will put them out of business. Since the ex- 
changes are owned by their members, this 


resistance is difficult to overcome. The 
Merc has hired McKinsey, a management 
consultancy, to review its strategy and gov- 
ernance. Few, however, hold out much 
hope of change. 

MrArbor has taken a different tack. Last 
month, he proposed that the Board of 
Trade float 20% of its computer-trading sys- 
tem, called Project A, on the stockmarket. If 
Mr Arbor can convince his members that 
the value of their seats will rise should the 
exchange switch to daytime electronic trad- 
ing, he could secure a majority in favour of 
reform. But despite their recent slump, the 
combined value of Board of Trade seats is 
still close to $1 billion. Not even the most 
optimistic stockmarket valuations for Pro- 
ject A come close to this figure. That is bad 
news for Mr Arbor’s grandson: things are 
likely to get a lot worse before they improve. 
eee 
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Grains of truth 


KANSAS CITY 


| HE wheat harvest keeps the pit hum- 
ming at the Kansas City Board of 
Trade, just as it has each harvest season 
since 1876. Yet if competition can force 
even the biggest exchanges to consider 
abandoning floor trading, what might it 
do to a minnow like Kansas City? 
Commodity futures are less vulner- 
able to competition than, say, bond fu- 
tures, because they require a commodity 
to be delivered to a specified place. Once 
a delivery point becomes established it is 
expensive for users, such as grain dealers, 
to switch to a contract with a different 
delivery point. There is thus little threat 
to Kansas City’s main product, futures 








Fuel for floor traders 





and options on hard red winter wheat. 
Even so, in contrast to only ten years ago, 
the firms operating in Kansas City today 
are largely the same as those trading soft 
red winter wheat at the Chicago Board of 
Trade and spring wheat at the Minne- 
apolis Grain Exchange. If they see advan- 
tages in consolidating their activities in 
one place, Kansas City could be history. 
At the moment, the three exchanges 
seem happy to rub along together. Mi- 
chael Braude, president of the Kansas 
City board, says that although the Chi- 
cago exchanges could destroy it by 
launching a rival contract, “we are too | 
valuable to Chicago as we are, because of | 
our political clout.” Kansas City is hop- | 
ing for closer co-operation with the Chi- 
cago Board of Trade, initially by using its 
Project A after-hours trading system to 
gain customers for its wheat contracts. 
Only one of Kansas City’s four pits, 
where about 30 traders deal in wheat, 
can be described as busy. There is plenty 
of room for new products, but innova- 
tion is not easy. A natural-gas contract 
has been a success. Sorghum futures 
flopped. Although Kansas City was the | 
first exchange to trade stock-index fu- 
tures, its Value Line contract has lost 
ground to the Chicago Mercantile Ex- 
change’s s&P 500 futures contract. Offi- 
cials still champion open-outcry trading, 
but their attitude towards computers is 
revealing. As one puts it, “Electronic 
trading seems ideal for new products, as 
it saves us the expense of having to re- 
cruit a new floor to trade them.” How 
long before the exchange applies that 
logic to its existing products? 
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_ America goes bust 


AST year 1.4m: Americans filed for 

bankruptcy. That:was almost 40% 
more than in 1996, and over twice the to- 
tal in 1990. This rapid increase has coin- 
cided with America’s healthiest economy 
in decades. Seeking something to blame 
for this unsightly blot on their ledgers, 
lenders have raised an alarm about the 
country’s bankruptcy laws, Congress is 
now trying to make it harder for individ- 
uals to enter bankruptcy. = 

That would please those who regard 
going bust as one of modern life’s deadly 
sins. Whether it would be good for the 
| American-economy is less certain. There 
| would potentially be large economic 
| costs due to reduced incentives for entre- 
| preneurs to borrow and for heavily in- 
| debted people to work. 
| America’s personal-bankruptcy laws 
f 









are strikingly kinder to distressed borrow- 
ci vers than those of most other developed 
| 4z economies. This goes back to the early 
days of colonisation. Many European im- 
migrants came to the New World to es- 
cape financial ruin and perhaps a debt- 
ors’ prison back home. 


Give debtors some credit 

On the face of it, the economic case for 
| giving debtors extensive protection is eas- 
| ily dismissed. Other things being equal, 
| 





the easier it is for: borrower to escape 
from his obligations to pay interest and, 
ultimately, repay a loan, the more likely it 
| is that creditors will lose some of the 
money they lend, and so the less willing 
they will be to extend credit. Less plentiful 
credit means less economic activity. 

l Against this should be set important 
| benefits that can result from bankruptcy 
laws, says Lawrence Ausubel, an econo- 
| mist at the University of Maryland. When 
| someone is too deeply in debt, he may 
| have little incentive to work, or, at least, to 
| do work that is legal, as any income 
| earned will have to go to creditors. Free 
| him from his debts and his incentives to 
| work (legally) are restored. 

Ina sense, the right to go bust is an in- 
l 

| 

| 

| 





surance policy against financial disaster. 
Ifa borrower, through no fault ofhis own, 
gets into difficulty, he can use bankruptcy 
“insurance” to get back on his feet. In- 

|. sured against paying the full price of fail- 
„ure, people may take risks they would oth- 
erwise have avoided. Indeed, some 
economists argue that America’s rela- 
tively debtor-friendly bankruptcy laws ex- 


A surge in personal bankruptcies has prompted an attempt to strengthen 
the legal rights of creditors. Would that make economic sense? 





plain why it has a more entrepreneurial 
culture than countries where the law pro- 
vides greater protection to creditors. Al- 
though only one in five personal bank- 
tuptcy filings involves a failed entre- 
preneur, such cases account for 50% of the 
debt written off. 

There are two common failures in the 
market for insurance. One is adverse se- 
lection: the people who most want to pur- 
chase insurance are those who are most 
likely to need it—ie, the bad risks. This ex- 
plains why insurance companies have 
mostly chosen not to sell policies that take 





over a person’s debts if he cannot honour 
them. Because bankruptcy laws attempt 
to overcome this market failure, they are, 
in effect, a state-imposed system of uni- 
versal financial-distress insurance. 

The second failure in insurance mar- 
kets is moral hazard: a person who is in- 
sured has less incentive to act carefully 
than an uninsured person. It is one thing 
for bankruptcy laws to make entrepre- 
neurs less fearful of taking sensible busi- 
ness risks; it is quite another for them to 
encourage people to borrow, and spend, 
recklessly in the knowledge that they cane 
bail out later. Advocates of tougher bank- 
ruptcy laws reckon that the failure to 
tackle moral hazard is the main flaw in 
the current laws. Is this fair? 

America’s bankruptcy laws are rela- 
tively friendly to debtors, but they offer 
no free lunch. Filers face a public grilling 


from creditors, detailed disclosure of in- 
come and assets, and the inability to file 
for bankruptcy again for several years. 
This exposure is a significant penalty for 
filing, especially as it gives the credit mar- 
ket useful information about the riskiness 


of lending to the individual. On the other =- 
hand, the law is not as onerous as it might | 


be, because the fact that a bankrupt can- 
not go bust again for years makes him 
more attractive to certain lenders after a 


filing than before. Hence, extending the i 


number of years that must elapse before | 
someone can file for bankruptcy again— 


one of the proposals that Congress is con- 


sidering to make the law “tougher’—may, 
perversely, encourage bankruptcy . by 
making it even easier for bankrupts to get 
new credit cards. l 

In some states, certain assets are ex- ` 
empted from bankruptcy proceedings. 
This has enabled people with million- 
dollar homes to retain them while shed- 
ding their debts. Clearly, such exemptions 
create an unnecessary moral hazard. 
However, none of the reforms now before | 
Congress tackles this problem decisively. . 

In a forthcoming article*, Elizabeth «| 
Warren, of Harvard Law School, reports |; 
that the only studies to show growing | 
abuse of the bankruptcy laws have been 
funded by credit-card companies. By con- 
trast, she has compared the typical person 
going bust in 1997 with those doing so 
earlier in the past two decades. Today’s 
average bankrupt has a lower income 
than in previous years, and a similar, 
high, ratio of debts to income. In other 
words, he is exactly the sort of person that 
the bankruptcy laws were designed for. 
The reason that far more people are going 
bust now is not greater abuse of the law 
but rather far more people with large 
debts, she says—an argument supported 
by many other independent studies. 

Credit-card debt alone has doubled in 
the past four years. Much of the increase 
in borrowing has been by people on 
lower incomes who would once have 
been denied unsecured credit, but can 
now get it because of the development of 
financing techniques that allow lenders 
to spread their risks by selling securitised 
bundles of loans in the financial markets. 
Paradoxically, tougher bankruptcy rules 
might encourage even more lending to 
people like this. If that happens, the ulti- 
mate result could well be more bank- 
ruptcy filings rather than fewer. 


* “The Bankruptcy Crisis”. Indiana Law Journal. Sum- 
mer 1998. 
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An ounce of prevention... 


GENEVA 


The theme of the 12th World AIDS Conference, which has just taken place in 
Geneva, was “‘bridging the gap” between the ways that the disease is dealt with 
fot of construction work is still needed 


in rich and poor countries. A 


H” many lives can you buy for 

$10,000? Ifthe life in question is that 
ofa person with Arps, the answer is one, for 
one year. That is the price of a 12-month 
course of triple-drug therapy involving one 
of the much-vaunted protease inhibitors 
that have been rolling out of pharmaceuti- 
cal-company doors over the past few years. 
Such a course is not a cure for Arps, but it 
stops HIV, the Alps-causing virus, from rep- 
licating inside a human body, and thus re- 
stores that body to health. Largely as a result 
of triple-therapy, the number of people suf- 
fering from Arps in North America and Eu- 
rope is dropping at last. 

But the same amount of money spent in 
a public-health programme in Kenya or 
Tanzania would, according to UNAIDs, the 
United Nations body charged with slowing 
the progress of the epidemic, stop 40 indi- 
viduals from contracting the virus in the 
first place. And even in America, preven- 
tion is cheaper than treatment. David Holt- 
grave, of America’s Centres for Disease 
Control, estimates that the country’s AIDs- 
prevention budget (a little over $600m a 
year) has to prevent only 4,000 infections a 
year to show a profit. 

Stopping the epidemic is of paramount 
importance. AIDs is expected to come fifth 
on the World Health Organisation’s list of 
global causes of death by the end of this 
year (2.3m people died of it in 1997). By the 
middle of the next decade, it will probably 
be third. At the beginning of 1998, more 
than 30m people—about 0.5% of the earth’s 
population—were infected with Hiv, even 
though most of them had not yet developed 
the symptoms of Arps. That figure has 
grown by a third in the past two years. 

Moreover, in parts of the planet—par- 
ticularly parts of Africa—the numbers are 
much, much worse. In Zimbabwe and Bo- 
tswana, for example, a quarter of the adult 
population is infected. Unless there is an 
unforeseen breakthrough in treatment, al- 
most all of these people will eventually de- 
velop Arps and die from it. As a result, the 
life expectancy of the average Zimbabwean, 
having risen steadily until 1990, when it 
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was 56, is likely to fall to only 49 by the end 
of the century. That of a Botswanan will 
have fallen by a decade (see chart). 

At least as worrying, from a global per- 
spective, is that the virus is now spreading 
into areas that were previously A1Ds-free. In 
some of the former communist countries of 
Europe, rates of HIV infection have risen 
several-hundred-fold over the past three 
years. And in China, where HIV was until 
recently confined to the south-west and the 
coast, every province has now registered 
people with the virus. 

Stopping Arps means breaking the 
chain of transmission. In the short term, 
this requires a lot of unglamorous (and, to 
some minds, distasteful) public-health 
measures, and several of the conference's 
sessions were spent debating the success or 
otherwise of such measures in various 
countries. In the long term, however, the 
answer is likely to be a vaccine that can 
check the disease in the way that other killer 
viruses such as smallpox, polio, measles 
and whooping cough have been checked 
and even wiped out. 


Pro bono publico 

AIDS is spread by sex and drugs. That makes 
politicians nervous. The more moralistic of 
them (or, at least, those with moralistic elec- 
torates to answer to), reckon that the disease 
would go away if only people would be sex- 
ually faithful and refrain from injecting 
themselves with drugs. 

These politicians are right, in principle, 
of course. But in practice anti-Aips policies 
based on exhorting people to behave better 
have, without exception, failed. In contrast, 
policies that recognise human frailty and 
try to ameliorate it seem to succeed. People 
cannot easily be persuaded to give up their 
sexual and pharmaceutical habits. But they 
can be persuaded to use condoms and 
clean needles, particularly if these are 
made freely or cheaply available. And, con- 
trary to the fears of some puritanical politi- 
cians, providing ways to make the habits 
they disapprove of safer does not seem to 
tempt others to try them out. 

One of the most successful anti-aips 
campaigns waged outside the West has 
been in Senegal. Its details were outlined to 
the conference by Ibrahim Ndoye, the cur- 
rent manager of that campaign. Senegal re- 
acted swiftly to the appearance of AIDS, 
starting its counter-attack in 1986, before 
the disease could get a grip. The country is 
predominantly Islamic and residually 
Catholic, so the government sought to head 
off potential opposition from religious 
leaders to the sometimes sexually explicit 
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messages that an anti-Aips campaign must 
often broadcast, by seeking their support 
from the beginning. (It was generally given.) 
Sex education in schools was made univer- 
sal. The “social marketing” of condoms (ie, 
their sale at heavily discounted prices) be- 
came widespread. People at particular risk 
of contracting and transmitting the dis- 
ease, such as prostitutes and their clients, 
were made the focus of attention. And the 
government drove the message home 
among the one group of young, sexually ac- 
tive men over whose lives it had almost 
: complete authority—the army. 

A recent survey suggests that the cam- 
paign has, indeed, changed the behaviour 
of Senegal’s youth. It has not done so, how- 
ever, by imposing monogamy on them. Ac- 
cording to the survey, 43% of men between 
15 and 24 said that they had had casual sex 
in the previous year. So did 15% of women 
in that age group. But more than 60% of 
women and 40% of men claimed they had 
used a condom in their casual encounters— 
a claim backed up by the fact that condom 
sales have risen from 800,000 to 7m a year 
over the past decade. Presumably as a re- 

“sult, Senegal’s rate of Hiv infection has re- 
mained below 2%, compared with around 
13% in nearby Cote d'Ivoire. 


Acondom a day 


This result, an increase in condom use 
without an apparent fall in promiscuity, 
has also been observed as an outcome of 
Switzerland’s successful anti-HIV cam- 
paign. But Swiss surveys, outlined by 
* Thomas Zeltner, the director of the Federal 
Office of Public Health, and Brenda Spen- 
cer of the Institute of Preventive Medicine, 
have more history behind them, and have 
thus shown that promiscuity has not in- 
creased, either. The Swiss effort also works 
hard with drug addicts, persuading them 
not to share needles, and providing new, 
clean ones freely. When it began its work in 
1986, the infection rate in the country’s in- 
travenous drug-injecting community was 
50%. It is now 15%. Contrary to fears that 
making the use of heroin safer might make 
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it more popular, the number of heroin us- 
ers in Switzerland has fallen over the past 
decade, from about 30,000 to about 25,000. 

The success of this sort of approach has 
been repeated elsewhere. Numerous stud- 
ies in America have shown that needle-ex- 
change programmes help to stop infection 
while not increasing the number of users 
(though America’s Congress still refuses 
federal funding for them for fear the gov- 
ernment might be seen to condone drug 
use). Thailand, meanwhile, has tried— 
among many other measures similar to 
Senegal’s—to impose a “100% condom use” 
policy on its prostitutes. The results, mea- 
sured in the fall in other sexually transmit- 
ted diseases (sTDs), are staggering (see chart). 

STD rates are frequently used as “surro- 
gate makers” for Hiv infection because they 
are easily visible while Hrv (until the in- 
fected person actually develops aips) is 
not; and evidence from many countries 
suggests that the two are, indeed, highly cor- 
related. This is partly because srps and HIV 
are caught in the same way. But it is also 
because the genital sores caused by some 
other stps help the spread of Hiv. And that, 
of course, opens up another route to attack 
the virus. Two years ago, a clinical trial car- 
ried out in Mwanza, Tanzania, showed that 
effective treatment of stos, combined with 
counselling about how not to catch them, 
reduced the number of people catching 
Hiv by 40% compared with a control group 
who were merely offered condoms. 

The success of the Mwanza project has 
sparked other clinical trials of “behaviour- 
modification strategies” in the developing 
world. The results of the first of these to re- 
port were presented to the conference by 
Gloria Sangiwa of the University of Dar es 
Salaam and Thomas Coates of the Univer- 
sity of California, San Francisco. The new 
study was carried out in Kenya, Tanzania 
and Trinidad under the auspices of 
UNAIDS. Its purpose was to test the at- 
tempts those countries are making to steer 
people away from “risky behaviour” (like 
having unprotected sex with “a non-pri- 
mary partner’). Half the participants were 
offered active counselling about the conse- 
quences of their actions and how to avoid 
them. The other half were merely shown a 
video tape and given a supply of condoms. 
Within six months, those counselled had 
reduced the level of their risky behaviours 
by 50% compared with the others. Active in- 
tervention, it appears, really does work. 

So, though circumstances vary from 
place to place, and the political will ise 
sometimes lacking, the features of an effec- 
tive anti-AIps public-health policy are now 
fairly clear. Try to act early in the epidemic; 
select the groups that are most likely to 
catch and pass on the virus and give them 
the message repeatedly; and concentrate 
on lowering the costs of safety rather than 
raising the costs of risky behaviour. 
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Unfortunately, creating and deploying . 
a vaccine is far trickier. One scientific prob- 
lem is knowing what approach to take (see 
box on next page). Another is that niv will” 
not infect any non-human species other 
than the chimpanzee. That makes it awk- 
ward, expensive and unpopular to test vac+ 
cines on animals (and, indeed, to do many o 
other sorts of Arps research). The best; 
though still far from ideal, alternative is to 
use monkeys, who harbour similar, but not: 
identical, viruses. a 

A third difficulty is that Hiv comes in 
many strains. Immunologists argue over. 
the significance of this, but a number of: 
them believe that it will be difficult tocome ` 
up with a vaccine that covers all these 
strains. Cynics, meanwhile, note that the 
bulk of the research effort is being devoted 
to a vaccine against strain B, the one that 
happens to be most common in the West. 

Those are problems specific to Hiv. But 
vaccines in general bear burdens that other 
drugs do not. Because they are given to 
healthy people to prevent disease, rather 
than to the sick to cure them, only the 
mildest side-effects are acceptable. Their 
preventive role also makes them difficult to 
test. If you give a group of people an experi- 
mental vaccine and none of them gets ill, 
have you protected them, or just been 
lucky? Without deliberately trying to infect 
them (obviously out of the question with a 
disease like Arps), it is difficult to tell. 





















Ajab ata solution 

Nevertheless, over a dozen hopeful Arps 
vaccines have had some sort of clinical trial 
in people over the years. These trials, how- 
ever, have been small-scale affairs, de- 
signed to find out if the vaccine in question 
is safe, and if it provokes any sort of im- 
mune response at all. 

Only one of these vaccines (known as 
AIDSVAX) has gone on to be approved for 
phase-IIl trials—the big ones, involving 
thousands of people, that find out whether 
a vaccine really works. And with a timing 
that was probably not co-incidental, that 
trial began in the week before the Geneva 
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conference. AIDSVAX is made by VaxGen, a 
small American firm, and the new trial is 
taking place in America. But, subject to fi- 
nal approval by the Thai authorities, a sec- 
ond trial will start in Thailand in Septem- 
ber. This will use a variant of AIDSVAX 
(which is based on gpi20, see box) that 
should also protect against strain £, the 
most common sort of Hiv in Thailand. 
AIDSVAX, at least in its present form, 





will probably fail. Such is often the fate of 
pioneers. But much can be learned even 
from a failed trial. There are other putative 
HIV vaccines, but unfortunately they have 
not been put forward for phase-III testing, 
chiefly because this or that scientific quib- 
ble about their effectiveness has been 
raised. A lot of these quibbles are ones that 
can only be answered by larger trials. 
Unfortunately, only one other such trial 





Recipes for an AIDS vaccine 


GENEVA 


NE of the difficulties in trying to cre- 
ate an AIDS vaccine is knowing 
where to begin. The first decision is over 
how to stimulate the immune system, for 
it has two distinct arms that work in dif- 
ferent ways. The second is what to use to 
do the stimulating, with everything from 
raw DNA toa harmless version of H1v, the 
virus that causes AIDs, under consider- 
ation. The combination means that a vac- 
cine hunt can unfold in myriad ways. 
The role ofa vaccine is to give the body 
| a taste of an invader, so that the immune 
system can respond much more rapidly if 
it ever encounters the real thing. Though 
surprisingly little is known about how a 
lot of vaccines work, most seem to operate 
mainly by stimulating the better-known 
arm of the immune system, the “hu- 
moral” response. This produces special 
proteins called antibodies that can recog- 
| nise and lock on to a specific part of an 
invading virus (or other parasitic nasty, 
for example a bacterium) while it is in a 
bodily humour such as the blood or the 
lymph. If the antibody latches on to a crit- 
ical part of the virus, the invader is in- 
stantly disabled. And even if it does not, 
the virus is marked for destruction by spe- 
cial phagocytic cells that eventually gob- 
ble it up. 

In Arps, however, the natural anti- 
body-response provoked by HIV rarely 
seems potent enough to get rid of the vi- 
rus, so there can be no confidence that a 
vaccine-primed response will do so ei- 
ther. And while antibodies can stop HIV 
from entering cells, the viruses that slip 
through the net and set up inside cells are 
beyond their reach. These successful vi- 
ruses are then a source of millions of new 
viral particles which flood the body. 

This means that to block Hiv, it may 
be better to stimulate the other arm of the 
immune system, the “cellular” response: 
this attacks viruses after they have entered 
the body’s cells. It does so by the simple 
expedient of killing the infected cells. The 
assassination is performed by a special 
sort of immune-system cell known as a 
killer T-cell. This, too, specifically recog- 
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nises the traces of a single type of virus. 
Thus the cellular response, like the hu- 
moral one, can be primed by a vaccine. 

So far, vaccine researchers have iden- 
tified at least seven ways that an AIDS vac- 
cine might be made, five of which have 
been tested in small trials in people (al- 
though none has yet been properly put 
through its paces). 

The most popular approach is to try to 
bolster the humoral response using a vac- 





Anatomy of a killer 


cine made of a protein, known as gp120, 
that coats Hiv. Because this protein is on 
the outside of the virus, it is the one that 
most commonly stimulates an antibody 
response. And, as a bonus, it is the protein 
that locks on to the surface of a host cell 
before the virus enters it. So smothering a 
virus’s gp120 proteins with antibodies 
should stop it from getting into a cell in 
the first place. The problem is that anti- 
bodies to the protein made by laboratory 
strains of HIV often fail to recognise it 
when it is made instead by viruses taken 


e from the wild. 


A second method is to use fragments 
of several proteins from the inside of the 
virus. This is intended to stimulate the 
cellular response. Killer T-cells know 
which cells to destroy thanks to fragments 
of viral proteins displayed on the surfaces 
of infected cells that need to be put out of 


is likely to be launched by 2000. This is 
more than just a pity. The prize ofa vaccine 
would be great. Proper public-health mea- 
sures may be able to keep Arps in check but, 
because HIV has no other hosts than peo- 
ple, vaccination could eliminate it com- 
pletely, as it has done to smallpox and is 
about to do to polio. That, and that alone, 
would truly bridge the gap. 





their misery. The vaccine gives the im- 
mune system a preview of the May Day 
signals. 

The third method also employs free- 
floating molecules: in this case “naked” 
DNA from Hiv. Only one or two of the 
nine viral genes are used, in order to 
avoid the virus reconstituting itself by ac- 
quiring missing genes from the wild vi- 
rus, Some of the naked DNA is taken into 
cell nuclei, fooling the cells in question 
into producing viral proteins. These are 
then displayed in the usual way for the at- 
tention of the killer T-cells. 

The other methods of creating an AIDS 
vaccine all involve actual viruses—some 
living, some dead and some artificial 
mock-ups. The most common of these ap- 
proaches is to engineer one or two HIV 
genes into another, non-dangerous virus 
such as canary pox. This then infects cells 
and provokes a cellular response. 

Artificial mock-ups, known as 
pseudovirions, are a more speculative 
idea. They are attempts to get a better hu- 
moral response by sticking gp120 on to 
the surfaces of fatty bubbles. This is done 
in the hope that the protein will keep its 
shape better, and the immune system will 
thus be able to produce antibodies that 
recognise the real thing when they en- 
counter it on a wild virus. 

The most controversial approaches 
would use vaccines made of Hiv itself. 
Killing the virus with, for example, form- 
aldehyde, leaves a platform that presents 
gp120 to the immune system much as a 
live virus does. Deleting genes from Hrv, 
on the other hand, can produce an “atten- 
uated” strain that is still alive, but is un- 
able to reproduce and cause disease. The- | 
oretically. But no one has yet dared try 
these ideas out on people. 

The use of killed or attenuated strains 
provides researchers with a dilemma. Ex- 
periments on monkeys using attenuated 
strains of the simian viruses similar to 
HIV have shown excellent results. Also, 
the best human vaccines for other dis- 
eases tend to be those that use attenuated | 
strains. But HIV is more volatile than 
many other viruses: there is a risk that an 
attenuated strain may “unattenuate”, or 
even that a dead virus may come back to 
life. That would be bad. 
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Soccer's security council 


PARIS AND TOULOUSE 


T HE World Cup is down to the last eight, 
and for all the predictions of a “new 
world order”, the traditional football pow- 
ers are still on top. As in the real world, a 
few great nations dominate and are re- 
markably hard to shift, although the two 
kinds of power do not atall coincide. There 
is almost no link between worldly influ- 
ence and soccer prowess: at France 98, 
America and Japan, the world’s two richest 
countries, were the only teams to lose all 
three of their games. 

On Planet Football the superpowers are 
Brazil and Germany. Brazil has made it to 
four of the last 11 finals and won all four; 
Germany has got there six times and won 
on three occasions. The three other perma- 
nent members of soccer's “secu- 
rity council” are Argentina, Italy 
and Holland: they are the only 
others to have reached more 
than one final since the World 
Cup adopted roughly its cur- 
rent format in 1954 (see table). 

The chances of newcomers 
displacing footballing’s perm 
five look more and more re- 
mote. The African challenge has 
fizzled. Though Cameroon had 
to put up with some of the worst 
refereeing of the tournament, it 
never looked a contender. Nige- 
ria dazzled at first, beating the 
much-fancied Spanish. But in 
the last 16 they disintegrated 
against the Danes. 

By contrast the big five are 
all through to the quarter finals, 
scheduled to begin on July 3rd. Two of the 
other three teams—Denmark and Croatia— 
look like makeweights. France, with home 
advantage, has probably the only side with 
a real chance of upsetting football’s tradi- 
tional powers. Significantly, the only na- 
tion from outside the big five to win the 
World Cup since 1954 was England in 
1966, when it too was the host. 

Quite why the big five are so dominant 
remains slightly mysterious. Size may help: 
Brazil is among the more populous coun- 
tries of the world. Passion is certainly an 
aid: Argentina is a much smaller country, 
but football there is a national obsession. 
Holland, the least populous and the least 


THE ECONOMIST JULY 4TH 1998 


passionate of football’s big five, is a puzzle. 
But Dutch success may in part be due to the 
fact that, like Brazil, Germany and Italy, 
their national side has a settled and proven 
style of play, put successfully to the test over 
a generation or more. 

As for form, neither of the two super- 
powers has had a smooth ride. Brazil 
played in fits and starts in its group games, 
and even lost the last one against Norway. 
But the reason why the stands in France are 
full of “neutrals” in Brazil shirts, whoever is 
actually playing at the time, 
was dazzlingly revealed in 
the second half of Brazil’s 
game against Chile. Safely 
ahead, the team suddenly 





broke into the pacy, skilful and joyous soc- 
cer that makes them sometimes seem as if 
they are playing a different game alto- 
gether. On that form, not only should they 
win the World Cup; they would be worthy 
successors to the “greatest team ever”: the 
Brazilian winners of 1970. 

The Germans have demonstrated thee 
qualities that have made them champions 
in the past, particularly a refusal to accept 
defeat that makes Frankenstein’s monster 
seem easy to subdue. They scrabbled a draw 
after going two down against Yugoslavia; 
and a win after being behind with 15 min- 
utes to go against Mexico. But for all its for- 
midable will-power, this German side may 


Unbudgeable 
World Cup final, since 1954 
Appearances Wins 


Source: Rothmans Football Yearbook 


be past its best. 

Like the Brazilians, the Dutch have 
played dazzlingly in patches, but then 
quite suddenly seemed to lose concentra- 
tion. That could cost them when they play 
the better teams. But if the later stages focus 
their minds, they will be very hard to beat. 
The Italians have made their traditional 
slow start and were lucky to win their 
group. Some of their best players have dis- 
appointed so far. But Italy has one thing go- 
ing for it that is often critical to success: a 
striker on a hot streak. After four games, the 
deceptively lumbering Christian Vieri has 
five goals. 

Argentina are the one member of the 
big five not to have stumbled at the group 
stage. They breezed through their group 
without conceding a goal only to come up 
against a gritty, at times inspired, English 
side whom they beat only 
in the Russian roulette ofa 
penalty shoot-out. They 
have a point to prove, be- 
cause despite two recent 








Brazil 4 4 7 
EnA a World Cup victories, th 

West Germany 6.3. | are not generally rated Be 
Argentina 3. 2 | a level with the Brazilians 
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out a genius or home 
crowd would mean that 
Argentina had made it to 
the top rung. 

If Argentina or Brazil are to win 
the tournament, it is often said, an- 
other rule of world soccer has to be 
overcome: that Europeans win in 
Europe, and Latin Americans win in 
the Americas. The one modern ex- 
ception was Brazil in Sweden 40 
years ago. 

Nowadays there may be less to that rule 
than appears. The modern footballer is a 
rootless cosmopolitan. Most of the stars of 
the Argentinian and Brazilian teams live 
and play in Europe anyway. When Brazil’s 
star Ronaldo (see picture) embraced Ivan 
Zamorano of Chile at the end of their 4-1 
victory on June 27th, he was hugging a club 
colleague. Both men play for Inter Milan in 
Italy. In that game Ronaldo had shown for 
the first time this World Cup why he is the 
darling of the crowds and the advertising 
hoardings. Before the World Cup it was 
widely predicted that this would be 
Ronaldo's tournament. It still could be. 
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Royal Opera House 


Only fools and horses 


ILLAINS are more interesting than he- 

roes, and infinitely more appealing 
than fools. The Royal Opera House remem- 
bered that too late when it let in a BBC tele- 
vision crew to film the six-part fly-on-the- 
wall documentary, The House, in 1993. 

Sir Jeremy Isaacs, general director from 
1986 to 1996 and an experienced documen- 
tary film maker, valiantly defended his de- 
cision to let in the cameras. The public, 
which pays most of the opera house's bills, 
had a right to see what went on. He hoped 
viewers would appreciate how hard the art- 
ists worked, and in what horrible condi- 
tions. That this might persuade the public 
to pay for the renovation of the decaying 
theatre in Covent Garden was never openly 
stated, but hope sprang eternal. 

The public did find the documentary 
fascinating, though not for the reasons Sir 
Jeremy had hoped. Divas flounced, the 
board quarrelled, productions came in late 
and over-budget, and a frightened horse 
(see above) almost put its foot through the 
set. Keith Cooper, the public-relations di- 
rector, was seen dismissing staff. And in an 
aside to the camera, opera director Nicho- 
las Payne described a party of wealthy pa- 
trons as “fucking rah-rahs”. In due course 
Mr Cooper got the sack. Mr Payne got a pro- 
motion: he was appointed general director 
of the English National Opera. 

In The Economist 


REV ICW tats Bonomi 


boks ore mimada America’s stunted 
| defence debate; radical protest; 
Britain's identity problems; political 
gossip; overrated Nixon; information 
overload; Apple and America Online; 
philosophy encyclopedias; Australian 
fiction and much more 
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The series enthralled more than 4m 
British viewers, and was later broadcast 
across the globe. For the Royal Opera, fly- 
on-the-wall became fly-up-the-nose. Small 
wonder five years on, that it refused to co- 
operate with making episode seven of The 
House, to be broadcast in Britain on July 
20th. The cameras were denied entry to the 
building, and the new chairman Sir Colin 
Southgate forbade staff from participating. 

It is hard not to equate the travails of the 
Royal Opera House with those of the House 
of Windsor. First, like Prince Charles, it con- 
fesses its sins on prime-time television and 
then turns tail at the public’s reaction. Al- 
though there is nothing in the Royal Op- 
era’s fortunes that quite equals the sudden 
death of Diana, Princess of Wales, ithas had 
dramas enough of its own. Last year it came 
close to financial collapse, and its deficit is 
now well over £5m. Two chief executives 
succeeded Sir Jeremy in rapid succession. A 
report by the House of Commons select 
committee on culture, media and sport was 
highly critical. The board, chaired by Lord 
Chadlington who had been barely a year in 
the post, resigned en masse. 

Mr Cooper, also a victim of the years 
upheavals, has been instrumental in the 
making of the new episode of The House. 
No one he interviewed will take personal 
responsibility for the shambles, but Mr 
Cooper suggests three reasons why things 
got this bad. 

The Royal Opera was awarded £78.5m 
by the National Lottery to redevelop its the- 
atre, but it is still in deep financial trouble. 
Sir Richard Eyre’s long-awaited report on 
the crisis in London's opera and ballet, re- 
leased on June 30th, confirmed the finan- 
cial diagnosis and begged the government 
for more money. Over the past decade, the 
Royal Opera’s state subsidy has been cut by 


more than 30%, while private funding has 
also shrunk. One-off gifts, like the £2m do- 
nated anonymously by Hong Kong prop- 
erty millionaire Stanley Ho in 1994, are 
rare these days. 

The second is a psychological point, but 
opera is about people, and it is important. 
Sir Jeremy’s deep dislike of his chairman, 
Lord Chadlington, led to his early depar- 
ture. There was no handover period. Sir 
Jeremy's successor, Genista McIntosh, was 
left alone to deal with an interventionist 
board and a cowed and fragmented man- 
agement. Fearing for her health, after less 
than five months she resigned. Her succes- 
sor, Mary Allen, lasted onlya month longer. 

Finally, the Royal Opera House is an in- 
stitution trying to focus its mission, yet 
maintaining more than a dozen different 
non-executive boards, councils and com- 
mittees. Each has its own power-base and 
its own agenda, while they all insist they are 
acting in the company’s best interest. They 
want their own voice, but cannot agree on 
what to say. 

In all this the art and, more impor- 
tantly, the artists are consistently over- 
looked. The question whether the nation 
needs opera and ballet or an international 
opera house is seldom addressed by politi- 
cians or the media. If only Lord Chad- 
lington had taken the Royal Ballet’s elo- 
quent principal dancer Deborah Bull with 
him to the select committee hearings, or 
even the powerful British bass John 
Tomlinson; if only the committee had con- 
cerned itself with the key problem—fund- 
ing. If only it had asked the opinion of Ray- 
mond Gubbay, the concert promoter. He 
has an idea or two about what should be 
done. And the Royal Opera, as the next epi- 
sode of The House tells us, needs new ideas, 
perhaps even more than money. 





Opera impresarios 


Holy trinity 


EMPERORS OF SONG. By Freddie Stockdale. 
John Murray; 214 pages; £20 


NUMBER of amusing operas have 
been written about the precarious 
business of opera production, but Freddie 
Stockdale’s “Emperors of Song” makes the 
reader feel that only a work on a grand 
scale, combining melodrama and farce, 
could do the subject justice. His heroes are 
three of the greatest impresarios who held 
sway between 1860 and 1939, opera’s 
golden age. As he tells the story, James 
Mapleson, Oscar Hammerstein and John 
Christie were all powerful personalities 
whose passion for opera and grand designs 
amounted to a kind of tragic flaw. 
Mapleson was the epitome of the flam- 
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boyant Victorian showman, aiming at 
spectacle and commercial success often to 
the detriment of the music. His hiring prac- 
tices were alarmingly casual—he might 
book a singer for the wrong night, or two for 
the same night, and he did not believe in 
understudies. Once, a tenor shaved off his 
moustache and faked his way through the 
part of a missing contralto. 

Still, Mapleson was a grand figure on 
both sides of the Atlantic, putting together a 
Starry company including the great 
Adelina Patti for a triumphant tour of 
America’s wild west. His greatest debacle 
occurred at home: his partly finished Na- 
tional Opera House was curtailed when the 
money ran out; its foundations were used 
in constructing Scotland Yard. 

Triumph and disaster similarly at- 
tended the career of Oscar Hammerstein. 
An emigrant to America who made a suc- 
cess in the cigar business, he was bewitched 
by opera as a young man and put whatever 
money he made into pursuing and then 
producing it. Even while living in two 
rooms, he dreamed of building great the- 
atres. At his own productions he was a fa- 
miliar figure, sitting in the wings ona plain 
kitchen chair, wearing a top hat and tail- 
coat, smoking a large cigar. Unlike 
Mapleson, he was a stickler for musical 
standards and paid vast sums to acquire 
such stars as Nellie Melba, though he could 
be brutal when he tired of them. Like 
Mapleson, Hammerstein overextended 
himself. But his name was immortalised by 
his grandson, Oscar Hammerstein II, libret- 
tist of “Oklahoma!” and “South Pacific”. 

Freddie Stockdale’s third impresario, 
John Christie, had the good sense to keep 
his operations close to home. His home 
happened to be Glyndebourne, the mag- 
nificent Sussex estate which Christie 
turned into one of the world’s great opera 
festivals. He was the impresario as squire, 
building a distinguished resident staff, in- 
cluding such giants as the conductor Fritz 
Busch, to whom he left the artistic deci- 
sions, while still expressing his strong opin- 
ions. In the 1920s and 1930s there was little 
opera in Britain and Glyndebourne’s 
small, beautifully mounted productions 
were a beacon of excellence. Christie was 
very proud of them and scathing of the 
competition. He once congratulated the di- 
rector of the Sadler's Wells theatre on his 
latest production and invited him to put it 
on at Glyndebourne, “for the tenants”. 

Christies  single-mindedness never 
veered into megalomania. Even now opera 
at Glyndebourne, for all its superb profes- 
sionalism, retains a country-home inti- 
macy. Some 36 years after the founder's 
death it is flourishing, beloved by audi- 
ences and singers alike. Its example gives 
Freddie Stockdale’s tale of operatic boom 
and bust a happy ending. 
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Krens’s angels 


NEW YORK 


HE Harleys are revving up on Fifth 
Avenue outside Frank Lloyd Wright's 
famous spiral. An unusual show called 
| the “Art of the Motorcycle” has brought 
114 swift and graceful machines to the 
| Guggenheim Museum. On view is the 
| world’s first motorcycle, the skeletal 1868 
| Michaux-Perreaux steam velocipede. 
Further up the ramp are such legends as 
the 1940 Norton Sport Scout “Bob-Job”, 
designed and decorated like a second- 
| world-war fighter. A replica of the fam- 
ous “chopper” Peter Fonda rode in the 
1969 drugs-and-bike pic, “Easy Rider’, is 
to be seen, as is the Mv Augusta F4, de- 
signed by Massimo Tamburini, a 1998 
racing machine on loan from King Juan 
Carlos of Spain. 

The exhibition, sponsored by BMW, 
was dreamt up 10 years ago, and while 
shows featuring industrial design are 
fairly routine for museums nowadays, 
this was the first Guggenheim show de- 
voted to one gadget. Artistic eyebrows 
were raised: was the gallery dumbing 
down? Not at all, insists Thomas Krens, 
the Guggenheim’s director, who also 
masterminded the show. He sees the mu- 
seum as a place for “cultural histories” of 
all sorts, including, to take a current ex- 
ample, the work of a noted Danish 

painter, Vilhelm Hammershoi, on show 
along with the bikes. 
| “Motorcycles just happen to be a 
| valid metaphor for the 20th century,” Mr 
| Krens says, confident besides that a bike 





MOREOVER 


show will pull in punters: “We will prob- 
ably be overwhelmed,” he gloats, hoping 
for capacity crowds totalling 400,000 by 
the time the show closes on September 
2oth. It then travels to the Field Museum 
in Chicago and to the Guggenheim mu- 
seum in Bilbao. A showing for the bikes 
at Berlin’s Tempelhof airfield is also un- 
der discussion. 

Essays in a massive catalogue recycle 
thoughts about freedom, romantic dan- 
ger and cultural significance that motor- 
cycles inspired long before Marlon 
Brando ever sat on one. Frank Gehry, the 
celebrated architect of the Bilbao mu- 
seum, designed this bike exhibition and 
helped prevent it looking like a trade 
show. Yet interestingly, the catalogue, 
which contains a poem specially written 
by Dennis Hopper, co-star and director 
of “Easy Rider”, looks like a company an- 
nual report, as if to flag the double origin 
of good design in art and commerce. 

Some New York gallery-goers have 
grumbled about BmMw’s sponsorship of 
its own bikes in this show. But, Mr Krens 
firmly says, the company had nothing to 
do with choosing what went into the ex- 
hibition, and besides, there are far more 
Hondas on view than BMws. Mr Krens is 
quite used to controversy. His harsher 
critics treat him as a vulgar showman 
who does not care about art or even fine 
industrial design, merely success. This 
much is clear: Mr Krens, himself a pas- 
sionate biker, is not scared of critics. 
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Emulating America 


Do it their way 


BRING Home THE REVOLUTION. By Jonathan Freedland. Fourth Estate; 246 pages; £14.99 


VERY generation of Europeans is des- 

tined to discover America all over 
again. And in every generation, a brave few 
shake off the spell of Alexis de Tocqueville, 
who gave the illusion of saying virtually ev- 
erything that needed saying, and manage 
to find some fresh insight. Jonathan 
Freedland, a journalist with Britain’s 
Guardian newspaper, has a novel twist. He 
travels around America and finds in it 
something new to say about his own coun- 
try. Britain, he says, once had a revolution 
in favour of freedom and democracy. But it 
had it in America, not in Britain; and now 
it should bring its revolution home. 

Mr Freedland is struck by a simple but 
pervasive fact of American life. In America, 
he says, power flows from the bottom up, 
not from the top down as in Britain. By 
electing directly so many of their public of- 
ficials, Americans have turned them into 
true servants of the people. Everywhere he 
looks, Mr Freedland finds invigorating ex- 
amples of this people power at work. He 
finds it, for example, at the Avila condo- 
minium in Sunny Isles, Florida, where 
Marvin Manning, president of the Avila 
residents’ association, has become a 
“condo commando”, mobilising the vot- 
ing power of Florida’s retired folk so that he 
can subject the mayor, the local congress- 
man and even the state governor to a stern 
interrogation to find out what they will do 
for local people in return for their votes. 

It takes a foreigner, especially perhaps 
one who has been reared on the various 
condescending British caricatures of Amer- 
ica, to marvel at all of this. Americans take 
their robust democracy for granted and see 
only its defects. Mr Freedland sees the de- 
fects too, but considers them a price worth 
paying. A telling example, in his eyes, is 
America’s fondness for capital punish- 
ment. America’s habit of hanging, electro- 
cuting and poisoning convicted murderers 
is one of the things that offends visitors like 
him. But, as he himself notes, popular opin- 
ion in America and Britain strongly fa- 
vours capital punishment. The difference, 
he argues, is that American politics has en- 
abled the people’s will to prevail whereas 
British politics has not. 

It is his frankness in arguing such 
points that gives Mr Freedland’s book its 
special strength. He admires America, de- 
scribes it vividly, and would like Britain to 
emulate it. But he does not allow star-span- 
gled spectacles to obscure the distasteful 
price the American sort of democracy can 
extract. He is thrilled, for example, by the 
separation of powers, and by the weakness 
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of party discipline that makes American 
congressmen, unlike British members of 
Parliament, genuinely accountable to local 
electorates. The penalty may be gridlock 
and the politics of pork, but, like capital 
punishment, these are disadvantages, he 
thinks, that are worth putting up with if the 
alternative is an elective dictatorship of the 
sort Britain enjoys in between parliamen- 
tary elections. 

Mr Freedland advocates wholesale re- 
form of Britain’s machinery of government. 
He would like Britain to start by affirming 
the principle of popular sovereignty (“we 
the people”) and abandoning the principle 


of parliamentary sovereignty. He wants 
education authorities, health trusts, mayors 
and magistrates elected directly. He wants 
to dispose of the monarchy, not only in or- 
der to rid the queen of her residual powers 
but also to eliminate a symbol which de- 
clares, loud and clear, that in Britain power 
flows from the top down, with the throne at 
the summit of the pyramid. He wants a 
proper separation of powers, with an 
elected second chamber in place of the 
House of Lords; a charter of rights; a written 
constitution and far greater devolution 
¿han has been granted so far by the New La- 
bour government of Tony Blair. 

Britons who share Mr Freedland’s ad- 
miration of America are entitled to wonder 
whether its virtues can be transplanted 
quite as easily as he imagines. The beguil- 
ing conceit of this book is that Britons do 
not have to change their natures at all to 
bring the American revolution “home” be- 


cause the men who inspired or led the 
American revolution—Thomas Paine, Wil- 
liam Penn, George Washington, Benjamin 
Franklin, John Adams—were themselves 
mostly English or of English parentage. The 
Declaration of Independence itself is a doc- 
ument about Britain, a litany of grievances 
directed against the British: king. All this 
provides a neat way for Mr Freedland to say 
that his programme is not about turning 
Britain into America, an obvious impossi- 
bility, but about “making Britain the na- 
tion it was destined to be”. 

It is a seductive argument, to which the 
obvious objection is that Mr Freedland 
misunderstands how nations and their po- 
litical cultures are made. To what extent 
can formal changes in the machinery of 
government alter long-established pat- 
terns? Is America’s dynamism a product of 
its constitution alone, or have its (relative) 
youth, scale and ethnic variety played at 





least as big a part? Can Britain—compact, 
centralised and set in its ways—create real 
centres of countervailing power analagous 
to the power of American states? And even 
if such a revolution were possible, would 
making it be worth the inevitable price in 
instability and disruption? 

For all its constitutional deficiencies, 
Britain is after all a generally well-governed 
country whose political institutions still 
command widespread support. To embark 
on wholesale constitutional change is 
therefore to gamble. It may turn out to be a 
red herring, a Pandora’s box, a distraction 
from more fruitful reforms. Or it may suc- 
ceed in moving power from the state to the 
people and so completing the liberal revo- 
lution that Britain invented but which it 
only half implemented. Mr Freedland has 
at least made an eloquent contribution to 
the case against timidity. 
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OR true devotees, “Tarzan 
and His Mate”, made in 
1934, is the one to see, and see 
again. This is the “Hamlet”, the 
“Fifth Symphony” of the genre. 
| Acritic wrote of the film’s “sweet 
paganism” as expressed by Mau- 
reen O'Sullivan and Johnny 
Weissmuller as Jane and Tarzan. 
Jane’s outfit is determinedly pa- 
gan, and Tarzan paganly ap- 
pears to undress her as the cou- 
ple dive into a jungle pool, 
where the girl swims in the 
nude. An increasingly puritani- 
| cal Hollywood deleted the 
seven-minute sequence, fearing 
| that suburban America might 
believe it approved of such go- 
ings-on. (It has since been re- 
| stored in the video version.) In 
| subsequent Tarzan films Miss 
O'Sullivan would wear more 
and more clothing. “In those 
days,” she recalled, “they took 
these things seriously.” 

So, in a sense, this was the 
end of innocence. A cloud had 
appeared over Paradise. Or so it 

| would seem from the many 
| thousands of words that have 
| been written about the Tarzan 
films and the books by Edgar 
Rice Burroughs (1875-1950) from 
which they are derived. Tarzan 
is the noble savage, the simple 
lifer whose habitat seems so 
much more desirable than the 
urban jungle. Some have seen 
him as an early environmentalist. According to Gore Vidal, Tar- 
zan created a generation of American men who “tried to master 
the victory cry of the great ape”, which, as every Tarzan expert 
knows, is a jungle-piercing “Ungawa”. In one day, a collector of 
useless information noted, 15 children in Kansas City were taken 
to hospital after falling from trees imitating Tarzan. 





Damsel in distress 


“Tarzan and His Mate” is one of those modest films produced in 
the Hollywood factory that have curiously refused to go away. 
“King Kong”, made in 1933, is another. They have something in 
common. Maureen O'Sullivan and Fay Wray, the heroine of 
“King Kong”, are at the mercy of wild creatures, but tame them 
with their womanly ways. It is a classic tale, the damsel in dis- 
tress. Its classicism, though, did not impress Miss O'Sullivan. She 
was in some 60 films and was understandably cross that people 
mostly remembered her in the six she had made as Tarzan’s 
mate. But in later life she expressed a fondness for them. The 
Tarzan films are said to be the most lucrative and longest-run- 
| ning series ever made. “It's nice to be immortal,” she said, not 
entirely jokingly. 

When Miss O'Sullivan first came to Hollywood the publi- 
cists said she was born in a thatched cottage in Ireland and 








Maureen O'Sullivan, queen of the 
jungle, died on June 22nd, aged 87 


spoke Gaelic. In her biography 
she says her father was a British 
army officer and she went to a 
finishing school in France. One 
of the problems of writing about 
showbiz people is finding the 
real person behind the make-up. | 
At least Miss O'Sullivan’s biogra- 
phy is amusing, and takes a 
pleasantly sceptical view of Hol- 
lywood. The studio she first 
worked for told her she was a 
failure. Miss O'Sullivan blamed | 
the studio for putting her in mu- 
sicals although she could not 
sing. “I realised that what really 
counted in Hollywood was 
looks rather than talent,” she 
said. If you were pretty, photo- 
genic and did what the director 
told you to, you were made. She 
had some alluring photos taken, 
was given a film test and became 
Tarzan’s Jane. 

The alluring Miss O'Sullivan 
nicely matched the Jane of the 
Burroughs books. Tarzan took 
her into his arms “and smoth- 
ered her upturned panting lips 
with kisses”. Johnny Weiss- 
muller, though, was hardly the | 
Tarzan of the books, described 
as an English lord fluent in six 
languages. The  scriptwriters | 
gave him a more limited vocab- 
ulary, usually remembered as 
“Me Tarzan, you Jane” (although 
there is some argument among 
Tarzan experts over whether he 
ever used these words). Weissmuller, though, was good at wres- 
tling alligators and a marvellous swimmer (a former Olympics 
champion). Miss O’Sullivan’s swimming was a gentle breast- 
stroke, so a double did the nude scene. 

Burroughs turned up at the studio one day to see what sort of | 
a mess it was making of his masterpieces, but was polite to the 
couple. “He said we were perfect,” Miss O'Sullivan recalled. 
Many would agree, among them Stalin, who would put on a 
show of Tarzan films for favoured visitors. They were more fun 
than “Battleship Potemkin”. 

It would be unfair to Maureen O'Sullivan not to say more 
about a career that stretched over 50 years. But what? Most of her 
pictures were second features; or if they were first features she 
had small parts. Some critics remember her fondly in “The Big 
Clock”, a much-praised thriller directed by her husband, John 
Farrow, in 1948. Ths is a cue to say that they had seven children, | 
one of them Mia Farrow. Mother of Mia? “That's me,” Miss | 
O'Sullivan would say. Girlfriend of Tarzan? “That’s me, too.” It is 
a fame not to be sniffed at. Many other Tarzan films have been 
made besides the O'Sullivan six. None though has a Jane like | 
hers, as Burroughs describes her, “lithe and young, her eyes wide 
with mingled horror and admiration for the primeval man who 
had fought for her and won her.” 











THE ECONOMIST JULY 4TH 1998 









bttp://www.crossculture.com 
info@crossculture.com 


- — BACHELORS * MASTERS » PH.D 
America’s : : 





English in England 
at Riversdown House 


, * 25 years of English language and cultural training 
conn i \ * 25,000 satisfied customers from 70 countries 
r S a Will you be one of the happy 1,000 for 1998? 
4 RICHARD LEWIS Riversdown House, Warnford, Hampshire $032 3LH 
comuunications TEL 444-1962 77111) rax +44-1962 771355 


Preferred + No classroom attendance « Distance learning. 

E * Distinguished faculty + Accelerated degree programs 
Distance + Credit for work experience + Students from 96 
Learning countries and 30 states in the USA. 


Miiiiaigiva Washington International University 
P.O. Box 1138, Bryn Mawr, PA 19010-USA 
ee A Fax:610-527-1008 - E-malli: washuniv@op.net. 



























Teaching French to adults for 28 years 


INSTITUT DE FRANCAIS 
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TOTAL IMMERSION PROGRAM 
8% hrs a day with 2 meals. 8 levels : Beg. I to Adv. II 
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Master of Science in Management weekend program 
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Open Door: Thursday, 23 July 






For Details: 
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In the Business School of Europe’s Premier Technology Park 


US « EUROPEAN « ASIAN 


at CERAM SOPHIA ANTIPOLIS - French Riviera 
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Executive Part Time/Full Time MBA Programs 
at Sophia Antipolis 
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AIESEC is the world’s largest student exchange organisation. With 50,000 members in over 85 countries, P 
we can count world leaders and captains of industry, business and academia amongst our alumni. LE 
If you're a former AIESECer, please register with us at http://www.aiesec.org/alumni to | | orm re 
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PLC Board Directors 


Expectations are high... 
Are you meeting the Challenge ? 


On today’s quoted company boards, directors’ professionalism is a pre- 
requisite for success. But how do you learn to fulfil this unique role 

competently ? What are the external demands made upon you ? What 
constitutes good practice ? 












The PLC Board - Meeting the Challenges is an exceptional three day 
course that provides a prime opportunity to address such issues and 
learn from top chairman, chief executives, academics and other 
specialists, including key speakers such as Sir Adrian Cadbury, Sir 
Richard Greenbury and Sir Roger Hurn. 








The course is provided by four of the country’s leading learning 
organisations, The institute of Directors, Ashridge, Manchester 
Business School and Henley Management College, and next runs at: 







® Manchester 9-11 September 1998 


. Henley 25 - 27 November 1998 
® Ashridge 9-11 June 1999 


For more information and further 1999 dates contact: 
The Centre for Director Development 

` institute of Directors, 116 Pall Mall, London SW1Y SED 
Tel: 0171 766 8801 Fax: 0171 766 8765 
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Mechanical Engineers — experienced in raw cane sugar factory operations, consulting and 
design for worldwide projects and operations. English required and Spanish desired. : 


General Managers/Factory Managers — heavily experienced in all aspects of management 
of raw cane sugar factory operations, maintenance systems. English required and French f 
desirable. 


Agricultural Managers — experience in irrigated and non-irrigated cane sugar growing, | 0 
management of operations including harvest and transport to factory gates, and all other aspects | 
of field management. English required. A 


Administrative Managers/Financial Controllers — experience in financial accounting and 
control systems for sugar factories and all aspects of management of administration; experience: 
required in liaison with lenders and reporting of financial accounts. English required. 


Manager - Alcohol/Ethanol Production — experience in management of facilities utilizing: 
molasses as feedstock. English and French required. : 


The company offers a first class benefits package and good possibility of long term and/or | 
follow-on assignments. Extensive travel will be involved. E 
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The Save the Children Fund (SCF) is the UK’s 
largest international voluntary children’s agency. We 
have been working for the rights and welfare of 
children in Angola since 1989 and assisting 
communities in the region to achieve lasting benefits. 


PROGRAMME DIRECTOR | 
Angola £25,123 

Following the devastation of over 20 years of civil F 
conflict in Angola, SCF works with communities to restore ob 
basic services and livelihoods, and responds to the needs 
of children affected by war. Inadequate food supplies, 
poor health facilities and low vaccination levels have taken 
their toll on children. We are now developing our work.in 
urban areas to alleviate the impact of poverty. 

As Programme Director - based in Luanda but 
responsible for projects in Huambo and Benguela 
Provinces - you will face daily challenges ensuring the 
Programme effectively meets the needs of children within 
SCF strategies and aims. You will develop, involve and 
support staff within a rapidly changing environment, 
monitor the impact and direction of all projects and take 
overall responsibility for our diverse programme resources, i 

Significant international experience of managing 
overseas relief and development programmes is essential, ; 
as is a good level of Portuguese, French, Italian or Spanish. 
Extensive staff and resource management skills will be 
coupled with excellent communication and strategic 
planning skills. You must demonstrate a commitment to 
SCF's aims and have a thorough understanding of 
international development issues in relation to children with: 
the ability to represent these at senior level, 

The post has accompanied status and is offered on a 
25 month contract. The salary should be tax free. You 
can expect a generous benefits package including 
accommodation, medical insurance, flights and other 
living expenses. 

For further details and an application form please write 
with your CV to Alice Desira, Overseas Personnel, SCF, 

17 Grove Lane, London SES 8RD. Fax: 0171 793 7610, 

Closing date: 10th August 1998. 

Interviews are to be held on 2nd September 1998. 


SCF aims to be an equal opportunities employer, 


Save the Children | 


E Working for a better world for children 








THE BANK FOR INTERNATIONAL SETTLEMENTS 


an international organisation in Basle, Switzerland, established in 1930 to promote central bank cooperation and provide additional 
facilities for international financial operations, has a vacancy in the Central Bank Services section of its Banking Department for a 


The principal tasks will include: 
assisting in the development of the BIS’s strategy to market its banking services 
analysing and reporting on business developments and customer/product profitability 
monitoring trends in reserve and risk management at central banks 
providing analytical and marketing support to the sales force 
designing marketing literature for BIS financial instruments and services 
The successful candidate will have: os 
a university degree (an MBA with a specialisation in finance or marketing would be an advantage) 
at least 2 years' relevant experience with a financial institution, marketing agency or consultancy (experience 
marketing, trading or pricing banking services would be an advantage) 
excellent English drafting and good presentational skills 
the ability to perform numerical/statistical analysis 
experience using data warehouses and the internet/intranet for marketing and analysis 
In addition to English, a good command of another main world language is desirable. 


The BIS offers attractive conditions of employment in an international atmosphere and excellent welfare benefits. 


Applications should be sent, together with references, to Human Resources, Bank for International Settlements, 
4002 Basle, Switzerland quoting the reference number 98463. 




















THE WORLD HEALTH ORGANIZATION 


seeks a 


PROJECT MANAGER 


for its 


ROLL BACK MALARIA PROJECT | 


The Roll Back Malaria Project addresses a key priority of the WHO as identified by its recently elected Director-General, Dr Gro. Harlem Brundtland, which is a new and 
intensified campaign against malaria, 





over a defined period of tie and unifying national and international efforts against malaria through: 
- implementation strategies on epidemiological and regional-bases |... 
- technical support in plantiing,.implementation and eValuation of country programmes 
- strategies to reach out to, and-work im partnership with, other international organi 
- resource mobilization and das ge 
of 


- coordinated malaria prevention and contr i m 
The project approach represents a new initiative for WHO 5 engagement in publie healt: 
with a range of international partners and ensuring its implementation through the framewori 


THE PROJECT MANAGER WILL: direct and supervise a muitidisciplinary team of international 
Member States on the project including global strategy and advocacy for malaria prevention and control. 


QUALIFICATIONS: Postgraduate qualifications in public health, tropical medicine or relevant fields. Knowledge 
the field. Extensive management skills in the planning and coordination of multi-disciplinary public heath 
implementation of disease control programmes. Leadership skills in the management of people. Ability to reach òu 
communicate effectively with the media and governments. Prove ability to promote, advocate and raise funds. Excel 
working knowledge of the other language. : ù 


PROJECT OBJECTIVES: To prevent and control malaria globally, with the specific objective of achieving a significant reduction in malaria morbidity and mortality 





sectors of society 





















epërtise and resources from across the Organization, working 
tor development in countries. 


id advise the Director-General, Regional Directors and 


and.technical expertise in- malaria and high respect in 
mes ina multinational context including the 
thers in a global. malaria control.cffort and to 
ledge of English or French and good 
The appointment, based in Geneva, Svsitzerland, will be for an initial period of up to three years, with an attractive packag of salary, 
international allowances and benefits. 
pplication form (Personal History Form) which is available 
application/CV should reach the following office by 22 July 1998 quoting re! 
Head, Professional Candidates (PRC/MAL), World Health Organization 
20, avenue Appia - CH-1211 Genève 27 (WHO Facsimile N° 791.41.77) 






WHO has a smoke-free environment ® Applications from women are encouraged 
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DIRECTOR, ECONOMIC COOPERATION (DIR) ae 
The Director will plan, coordinate and monitor ASEAN cooperation in investments, agriculture and forestry, minerals, energy, finance, transport and. | 
communications and tourism. The Director will supervise and manage the preparations for ASEAN meetings including the writing of background policy... 
papers and the servicing of these meetings. i ere 
Qualifications: ` : 
e Advance degree in economics, public policy or other disciplines providing expertise in development and international economic issues, with specialisations 
in at least one of the following areas: finance, investments, agriculture and forestry, minerals, energy, transport and communications and tourism. 
Broad international exposure. : i 
A minimum of 15 years professional experience, with at least 8-10 years ina supervisory capacity and with demonstrated managerial capabilities, 
Fluency in both written and spoken English. : : 











ASSISTANT DIRECTOR, BUREAU OF ASEAN COOPERATION AND EXTERNAL RELATIONS (ADR) 

The Assistant Director will coordinate and conduct project appraisals and manage ASEAN-related funds. 

Qualifications: 

Advance degree in areas related to public policy or development economics. 

At least 8-10 years working experience in international or national development organizations, with at least 5 years ina supervisory capacity. 
Managerial capabilities with experience in the preparation and evaluation of financial statements and feasibility studies. 

Experience in the use of logical framework analysis for project formulation. 

General knowledge of the guidelines and reporting requirements of international donor agencies. 

Ability to design and maintain information databases. 

Fluency in both written and spoken English. 











(E E E E E 








Compensation : 
e Basic salary is US$ 5,980 for Director and US$ 3,977 for Assistant Director per month (free of indonesian tax for non-indonesian nationals). 
© Benefits include housing, gratuity, child education, installation, shipment of personal effects and annual leave. 


The succesful candidates will be initially offered contracts for a term of three years, renewable subject to satisfactory performance. 
Nationals of Brunei Darussalam, Laos, Myanmar and Vietnam are encouraged to apply. 


Please write to Secretary-General, ASEAN Secretariat, P.O. Box 1130/JKS, Jakarta 12011 , Indonesia enclosing detailed CV and names of two referees. qo 
Applications should be received by the ASEAN Secretariat no later than July 20, 1998. rae 
To facilitate processing, please indicate whether applying for Director or Assistant Director position on the envelope. 


(®) ASEAN Secretariat 








THE WORLD HEALTH ORGANIZATION 


seeks a 


PROJECT MANAGER 


for its 


CAMPAIGN AGAINST TOBACCO 


The Campaign Against Tobacco Project addresses a key priority of WHO as identified by its recently elected Director-General, Dr Gro Harlem Brundtland, which is a newid. 
and intensified campaign against tobacco. : 


PROJECT OBJECTIVES: To promote tobacco-free societies and lifestyles by unifying national and international efforts to decrease the use of tobacco through: 


- implementation strategies on epidemiological, socio-economic and regional bases etd! 

~ national and international programmes and campaigns against the advertisement, subsidy and glamourization of tobacco 
~ strategies to reach out to, and work in partnership with, other international organizations and sectors in society 

- resource mobilization and us Hs 


- coordinated anti-tobacco efforts of countries and intemational donors: 






























‘engagement in public health, drawing together expertise and resources Jrom across the Organization, working.) 
mentation through the framework of health sector development in countries, : 


The project approach represents a new initiative for WH 
with a range of international partners and ensuring its -ir 







THE PROJECT MANAGER WILL: direct and supetvise a multidisciplinary team: of international experts and advise the Director-General, Regional Directors and’ 
Member States on the project including global strategy and advocacy for the campaign against tobacco. ees ee ; 







“QUALIFICATIONS: Postgraduate qualifications in one of the health or social sciences. Knowledge of and technical expertise regarding tobacco issues, including medical, 
social, economic, legislative and epidemiological aspects. Extensive management skills in the planning and coordination of multi-disciplinary public health and research] 
programmes in a multinational context including the development and implementation of anti-tobacco campaigns at the national and/or international levels. Leadership f 


skills in the management of people. Media communication skills. Proven ability to promote, advocate and raise funds. Excellent knowledge of English or French and good 
working knowledge of the other language. eae 









The appointment, based in Geneva, 
ts are requested to submit either an application form (Personal History Form) which is available on the Web site at: http://w er/vacan 
2 cutmiculum vitae. The application/CV should reach the following office by 22 July 1998 quoting referen So 


Head, Professional Candidates (PRC/TOB), World Health Organization 
20, avenue Appia - CH-1211 Genève 27 (WHO Facsimile N° 791.41.77) 







Switzerland, will be for an initial period of up to three years, with an attracti#e package of salary, international allowances and benefits. 


























WHO has a smoke-free environment ® Applications from women are encouraged 
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so why shouldn’t you? 


Looking for the way to achieve that higher level of income? If 
you're an international senior. executive, over 40, and currently 
earning +100K per year, we can assist you in attaining your 
goals. At Resume Broadcast international, our team will manage 
your career search with the expertise you have come to expect. 
Our commitment is not just 40 hours per week, but 24 hours a 
day, 365 days a year. Contact us at Tel: (909) 866-4213, Fax: 
(909) 866-4244 or E-mail: 102224 3306@compuserve.com 
today and watch the doors to opportunity open tomorrow. 


jahin matic onal 







Resume Broadcast International 

PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: +1 (909) 866 4213, Fax: +1 (909) 866 4244 

Email: 1022243306 @compuserve.com 











UNIVERSITY OF GREENWICH 


AVERY HILL UNIVERSITY CAMPUS 
SCHOOL OF SOCIAL SCIENCES 


PRINCIPAL LECTURER 
IN ECONOMICS 


proven record of teaching, research and publications is required 
for this post and successful external research income generation 
would be particularly welcome. 





Applicants will be considered from any area of specialism but 
_applications would be particularly welcomed in macroeconomics, 
financial economics or European economics. 


The person appointed will contribute to undergraduate and 
postgraduate teaching, will contribute to the academic development 
of Economics vithin the School and will be expected to play a key 
role in strengthening the research profile of the subject. 


A Professorial/Readership title may be available to an appropriate 
candidate. 

















Salary scale £29,009 - £35,951 per annum inclusive. 


LECTURER IN ECONOMETRICS 


W; are seeking to appoint a person who will be responsible 
for the organisation and delivery of Econometrics teaching, 
mainly at the undergraduate level, within the School. Recent 
teaching and research experience is desirable and ideally candidates 
will have completed or are about to complete a PhD. The School is 
keen to appoint someone with good research potential and he/she 
will be expected to contribute to research activities in Economics. 


Salary scale £15,907 - £25,159 per annum inclusive. 





Further particulars and application form available from the 
Personnel Manager, University of Greenwich, 
Southwood House, 


Avery Hill Road, the » 





London SE9 2UG. Wi B 

(Email: % UNIVERSITY 
Jobs@gre.ac.uk} et o f 

to be returned by 





GREENWICH 


Join us for the Millenium 


24th July 1998. 
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| The creme always rises to the top, || 









wD : Graduate Business School located in 
Z Sophia Antipolis, the first Scientific 
CERAM SOPHIA ANTIPOLIS © park in Europe on the French Riviera. 


FRENCH RIVIERA CHAMBER OF COMMERCE 





As a leading European Buisiness School in Management of Technology, CERAM 
is recruiting three full-time positions, immediately available 
n International Finance 
m International Marketing Services 
m= Business Policy and Management 
of technology 


PhD, teaching experience, fluent English, French language 




















Requirements : 
expected. 












To view general information about CERAM and on job description, please visit-our web site 
http:/iwww.ceram.fr -A detailed CV ond covering letter should be. sent to : 
Jean-charles AMOROZ, Human Resources, CERAM Saphia Antipolis 
BP 085 - Rue Dostoievski - 06902 Sophia Antipolis. Cedex = France 
e-mail : jean-charles.amoroz@cote-azur.cci fr - fax: #33493 95 44 07 

























The University of Reading [asa Pete) 


Ed 
Department of Agricultural “OY 
and Food Economics 


3 Research Posts - Commencing 
1 October 1998 


The Department seeks to appoint three researchers to work on 
the following research projects which are co-ordinated by 
Dr Spencer Henson: 


Consumer Concerns about Animal Welfare and the Impact on 
food Choice. This thirty three month project is funded under the 
European Union's FAIR Programme and involves six other 
partners in ireland, France, italy and Germany. The successful 
applicant will be expected to take a leading role in consumer 
research on concerns about animal welfare in the UK as well as 
the co-ordination of the project as a whole. Applicants should 
have a good degree and research relevant to the area of 
consumer food choice. Reference R9829. 





Assessing the Effectiveness of Food Regulation Enforcement 
in the UK. This one year project, joint with the Department of 
Food Science and Technology, is funded by The University of 
Reading's Research Endowment Trust Fund. The successful 
applicant will be expected to interview enforcement agencies 
across the UK as well as take responsibility for the day-to-day 
administration of the project. Applicants should have a 
good degree, and preferably research experience, in the areas 
of food science, food economics or public administration, 
Reference R9830. 


Effect of Food Quality and Safety Standards on Trade in 
Agricultural and Food Products. This thirty month project is 
funded under the European. Union's FAIR Programme and 
involves four other partners in France, Netherlands, Germany and 
Italy. The successful applicant will be expected- to take a leading 
role in economicresearch on the. impact of food quality and safety 
standards between the European Union, United States and 
Canada as well as the day-to-day administration of the project. 
Applicants should have a good degree and research in areas 
relevant to food/agricultural economics. Reference R9831. 


Starting salary £15,735 - £17,570 per annum. 


Application forms and further particulars. available from 
Personnel Office, The University of Reading, Whiteknights, PO 
Box 217, Reading RG6 GAH. Tel. 0118931.6771 (answerphone). 
Closing ‘date for applications 24 July. 1998. Please quote . 
relevant Post Reference € Number.. 


















o UNIVERSITY OF 













AUSTRALIA 


FACULTY OF ECONOMICS 
_. AND COMMERCE 





in association with Nuffield College 


Temporary University Lecturership 
in American Foreign Policy 


Applications are invited for the above post, tenable from tst January 1999 {or as soon as 
possible thereafter) until 30th September 2000. Appointment may be for the full period, 
but two appointments from ist January 1999 - 30th September 1999 and tst:October:: 
1999 - 30th September 2000 may also be considered. The successful candidate. may be 
offered a Faculty Fellowship by Nuffield College. Stipend according to age on the scale 

£16,655 - £34,464 per annum, with significant additional college benefits. pe 
Further particulars may be obtained from Mrs N Cowell, Social Studies Faculty. 
Centre, George Street, Oxford OX1 2RL {tek 44 1865 278702 email | 
nancy.cowell@socstud.ox.ac.uk). The closing date is 14th September 1998. 






































We are looking for an indi 


nstrates dynamic and creative leadership 
to take the discipline f 


internationally acknowledged research 









sation in.any.area.of economics, 
ve reseatch and.teaching interests in 
management: The ‘University is, 
he Faculty business degrees, its 2 
aining. Be 
riteriay salary and closing date for this 
position ig a i] f -eroployment.com:att : 


Applications are invited from perso 
bur preference may be given to 
microeconomics and its appl 
seeking to expand the: Di 

postgraduate cou: 




















The University is an Equal Opportunities Employer. 









F Opportunity Employer and 
bas a policy of no smoking in the workplace, 


e University is an Eq 






4 N 
UNITED N WY NATIONS UNIES 


Chief of Financial Services Section (P-5) | 
United Nations Joint Staff 
Pension Fund (UNJSPF) 
New York 


The United Nations Joint Staff Pension Fund (UNJSPF) is seeking 
to recruit a Chief of Financial Services Section (P-5), UNJSPF.. 
Under the general supervision of the Chief of Operations, the 
incumbent is responsible for planning, directing, coordinating. 
and supervising all financial, accounting and disbursement 
operations of the Pension Fund’s secretariat, and improving an i 
facilitating the use of its related systems, including the supervision e 

of the Accounts, Payments and Cashier Units. In addition, he/she: 
advises senior management regarding the impact on financial | 
systems and procedures of mandated or proposed changes. in | 
pension design, and recommends action; represents the Fund’s 
secretariat at the inter-agency and inter-secretariat levels in. 
respect of financial arrangements, systems and procedures | 
which affect the operations of the Fund; is reponsible for the 
activities related to the auditing of the Fund by the Internal and 
External Auditors; and supports senior management in this area. 


Qualifications: Advanced university degree, preferably in 
accounting, financial management or business administration, t 
or equivalent professional qualifications such as CPA. At least | : 
11 years of progressively responsible working experience in the |. 
field of accounting and/or financial management. Proven experience 
working in computerized financial system required. Must pos- $ 
sess ability to coordinate and provide leadership in different 
fields of work. 


Languages: Fluency in English or French, with good drafting 
ability in English; knowledge of another official language is desired. 


Preference will be given to equally qualified women candidates. 


Remuneration: Depending on professional background. and: 
experience, indicative minimum gross annual salary plus post adjustment 
would be US $110,600 - plus a number of additional ‘benefits, when 
applicable, such as housing subsidy, dependency allowance, education 
allowance for children, repatriation grant, 6 weeks’ annul vacation, etc. 


Closing date for receipt of applications: 27 July 1998. 















Sydney Grammar School 


SYDNEY, AUSTRALIA 


HEAD MASTER 


Following the appointment of the Head Master, Dr RD 
Townsend, as the Headmaster of Oundle School in the 
United Kingdom from September 1999, the Trustees of 
Sydney Grammar School intend to appoint a new Head 
Master to commence duties in July 1999. 






























Sydney Grammar School, founded by an Act of Parliament 
in 1854, is an independent non-denominational day school 
for boys comprising the Secondary School in College Street, 
Darlinghurst, on the perimeter of the Sydney central 
business district, and two Preparatory Schools, one in the 
Eastern and one in the Northern suburbs of Sydney. 






















Total enrolment is approximately 1,830 boys, 1,100 in the 
Secondary School and 730 in the two Preparatory Schools. 






The Trustees of Sydney Grammar School seek applications 
for this position from suitably qualified and experienced 
candidates by 31 August 1998. 


Details of the School and the appointment are provided in 
an information booklet, copies of which may be obtained 
from: 
















The Chairman of Trustees 
Sydney Grammar School 
GPO Box 2650, 

Sydney, New South Wales 2001 

Facsimile No +61 2 9261 8777 

Email: sydney_recruitment@au.coopers.com 












Applications with full curriculum vitae, including salary history, 

birth date and nationality, should be sent with indication of the | 
vacancy number 98-F-JSP-174-NY/SSR to Office of Human 
Resources Management, Room §-2560H, United Nations, 
New York, NY 10017, USA. Fax: (212) 963-3134, © - ‘ 

















The School is an Equal Opportunity Employer — wewessia 






CONOMISt JULY 4TH 1998 | 

























THE LOREAL CHAIR 


In Marketing - Innovation 
and Creativity 








INSEAD is inviting applications and nominations for the L'Oréal 
Chair in Marketing - Innovation and Creativity. 





The school is seeking an outstanding academic in the field of 





Marketing with a strong record of published research which could 





be in a variety of disciplines such as psychology, advertising, com- 





munication, development of innovation, etc. 





INSEAD is a leading international business school near Paris, 





France. The school has 115 full-time faculty members representing 
25 nationalities and attracts 600 MBAs and 5,000 executives from 






around the world each year to its campus. INSEAD also offers a 





four-year PhD programme with 40 students currently enrolled. 








The working language is English. 





’ Applications will be accepted until the position is filled and should 





includea curriculum vitae and the names and addresses of three 





referees, Nominations or requests for more information should be 





sent to: 

Professor Hubert Gatignon 

Chairman of the VOréal Chair Search Committee 
INSEAD, Boulevard de Constance, 

77305 Fontainebleau Cedex, France. 






INSEAD 


INSEAD is a non-profit association and does net discriminate on the 
basis of race, religion, national origin or gender. 














Associate-/Assistant Professorship 
in Logistics Management 


The newly established Department of Operations Management at the 
Copenhagen Business School welcomes applications for a vacant 
Associate-/Assistant Professorship in Logistics Management to be filled as 
soon as possible. 








The position can be filled at either Associate or Assistant Professor level 
depending on the qualifications of the applicants. 

The Associate Professorship is a tenured position (the Assistant 
Professorship is an untenured position for a three-year period) with 
research and teaching obligations under the Faculty of Economics and 
Business Administration. 










The position involves research and teaching in Logistics Management and 
international Supply Chain Management. Applicants with empirically 
based research qualifications are of particular interest. 





Applicants on Associate Professor level must document significant 
research of international standing in the field of the announcement. 





Appointment and salary will be in accordance with the Ministry of 
Finance’s agreement with the Central Academic Organization. 





The official announcement listing details about responsibilities, qualifi- 
cations and requirements for the application is available at our web site 
http://www.chs.dk or from: The Faculty of Economics and Business 
Administration, The Copenhagen Business School, tél. +45 3815 2683, 
fax. +45 3815 2675, e-mail: nsc.oefak@cbs.dk 


For further information please contact: 
Associate Professor Britta: Gammelgaard, Department of Operations 
Management, tel. + 45 3815 2894, e-mail: bg.ilt@chs.dk 


Application deadline: 31 July 1998, 12:00 noon. Late submission of pub- 
lications will be-accepted until 37 August 1998, 12.00 noon. 
Applications sent by. e-mail or disks and incomplete or late applications 


will not be considered: 
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| Denmark 





Uses States — 

ees of : 
Wis Jersey 
OFFICE OF THE CHIEF ADVISER 
HEAD OF STATISTICS ? 


SALARY Circa. £36,000 per annum (under review) 
Job Ref: CS66/98 


A Head of Statistics is required by the States of Jersey who will be responsible for 
providing independent and objective statistical information for public and private 
sector users. 





The successful candidate will work in the Office of the Chief Adviser and should 
have: 

* a degree in statistics or related discipline 

* five years senior professional experience in an economic/statistics related function 
* strong analytical planning and strategic thinking skills 

* project direction ability and the ability to act on own initiative 


excellent IT skills 









Current tasks include compiling the quarterly: Jersey Retail Price Index and 
managing a Household Expenditure Survey. The postholder will be responsible for 
planning the next Census of Population in 2001, for extending the Island database to 
improve decision making and to stimulate and inform debate, and for approving the 
methodology and processes for compiling all key statistical data. 


Applicants wishing more information about the post should contact Sue Horne, 
Administration Manager on 01534-60341 5; 


Application forms and Job Descriptions are available by telephoning 01534-603400 
or faxing 01534-870755. 


Closing Date: 31st July 1998. 


COPRI 


announces three post-doctoral vacancies, all for 
three years with possible extension. Two of them are 
at our planned programme “Global Governance and 
Peace” (GOV): a Senior Project Research Fellow and 
a Research Fellow. Provided that COPRI gets the 
expected budget, these vacancies are to be filled by 
the end of 1999, exact dates to be agreed between 
COPRI and appointees. 









COPENHAGEN PEACE 
RESEARCH 
INSTITUTE 




















The third position is at the COPRI programme 
“Military Restructuring” (MIL): as Research Fellow or 
Senior Project Research Fellow. This vacancy is to 
be filled as soon as possible, which is likely to be in 
early autumn 1999. 


The deadline for applications is 13 November. 
Please request our information package containing 
the full announcement text, research plans and 
hiring procedures. 


COPRI Tel: “+45 3345 5050 
Fredericiagade Fax: +45 3345 5060 
18 > E-mail: info@copri.dk 


DK-1310. 


D “Internet: http/www:copri:dk. 
Copenhagen K ee ene Bb pa 






ECONOMIST EXECUTIVES, JOB HUNTING IN ASIA: 


international Management Consultants Limited is a UK company Contemplating a career search into, within or out of Asia? We can help 
specialising in public sector finance in developing countries and the : 


. ` 7 F zi G i iti DT. = i pa: ve 
newly emerging democracies. We are currently seeking to recruit an you find a more rewarding position now! Take your first step toward: 
economist. Essential requirements are a good first degree and a relevant | {| brand new future by contacting us for free 


post graduate qualification; public finance experience, preferably at a 
national government level; good written and oral communication skills; Career Tel. (662) 2674685 Fax. 2674688 
Email: cpasia@bkk.loxinfo.co.th : 


IT literate, preferably with experience of economic modelling. Path 
á 35/F Room A, 1249/212 Charoen Krung Rd.,| 


International experience would be desirable. 
We are also interested in hearing from economists who wish to work on Asia Bangkok 10500 Thailand. 


an associate basis, and from economic consulting firms in different 
countries who might be interested in associating with us for specific 
assignments. 


E-Mail your CV or corporate information to Philip Harding at 
IMC_Ltd@compuserve.com Fax: ++44(0)1206 549098, 














































EUROPEAN UNIVERSITY INSTITUTE 


The European University Institute announces vacancies (m/f) | 





















CERY 


3 






Applications are invited for a post in Private International Law. 
Applications are also invited for a post in Legal Theory and Legal 
Philosophy. In this connection, the Department encourages candidates 
with an interest in gender issues. 











Fixed-term University Lecturership 
in Mathematical Finance 


and Continuing Education 


The University proposes to appoint to a five-year, fixed-term University Lecturership in 
Mathematical Finance and Continuing Education which has been established to 
contribute to the development and delivery of an Integrated Graduate Development 
Scheme pragramme in Mathematical Finance. Applications are invited from candidates 
who have a proven teaching and research record in the field of Mathematical Finance 
and who have experience and expertise in the development and delivery of continuing 
professional development courses in this area. The post will be held jointly in the 
Mathematical Institute and the Department for Continuing Education and the postholder 
will work under the direction of the head of each department. The postholder will work 
from the Institute's Centre for industrial and Applied Mathematics (OCIAM). 


The appointment will be from 1 October 1998 or as soon as possible thereafter, Salary 
according to age on a scale up to £34,464. 


Further particulars may be obtained from the Secretary of the Board of 
Mathematical Sciences, University Offices, Wellington Square, Oxford OX1 
2JD (tel, 01865 270016) to whom applications (10 typed copies, except in the 
case of overseas applicants who need send only one typed copy) should be 
sent by 28 July 1998. 









For further particulars about the department please E-mail The 
Departmental Assistant at tuck@datacomm.iue. it, 

informal enquiries may be addressed to the Head of the Department; 
Professor Philip Alston (alston@datacomm.iue.it). ` 































One for an econometrician, with a preference towards applied 
econometrics. For the other Chairs in Economics, the Department wouk | 
like to make at least one appointment in applied economics with añ 
emphasis on European issues; however, applications across the field are 
welcome in both cases. 














For further particulars about the department please E-mail The 
Departmental Administrator at bourgon@datacomm.iue.it. 2 
informal enquiries may be addressed to the Head of the Department, 
Professor Micheal Artis (artis@datacomm.iue.it). f 














The person appointed should have a record of research and publication 
in East European history of the nineteenth and twentieth centuries, => 
(East European History includes Russian and Soviet history.) ; 





The University is an Equal Opportunities Emptoyer. 



















| 





Senior Advisor | 


| The International Renaissance Foundation (IRF) is seeking a Senior Advisor to assist in | 
the restructuring of the Foundation’s operations. The Senior Advisor will provide full- 
| time consulting to the Executive Director and Board in the following areas: 


For further particulars about the department please E-mail The 
Departmental Assistant at schenk@datacomm.iue.it. 

informal enquiries may be addressed to the Head of the Department, 
Professor John Brewer (brewer@datacommnn.iue.it). 


4 












* the establishment of effective and equitable personnel policies, including the formulation of 
job descriptions, evaluation mechanisms, and professional development policies: 

* the implementation of streamlined reporting and information-sharing procedures between 
branch offices and the head office | 

* the development of effective and transparent grant application procedures; i 

* the establishment of an effective external and internal communications policy. i 






As regards the first Chair, political scientists and sociologists with a 
record of comparative research in the politics, administration and social 
processes of regions and other sub-national units and their 
embeddedness in a system of multi-level governance (international, 
European, national, local) are invited to apply. 







The successful candidate will be an experienced manager, either with substantial experience 
and demonstrated skills in the areas outlined above. Minimum qualifications include an | 
advanced degree in management or a related field and at least three years experience in a | 
senior managerial position, Experience in Ukraine or neighbouring countries and in the NGO 
sector is highly desirable, as is fluency in Ukrainian or Russian, and in English. 






As to the Chair in Public Policy, political and social scientists with a 
strong record in comparative policy research, and in particular 
reference to the EU policy process, are invited to apply. 













For further particulars about the department please E-mail The 
Departmental Assistant at catotti@datacomm.iue it. 

Informal enquiries may be addressed to the Head of the Department, 
Professor Stefano Bartolini (bartolin@datacomm.iue.it). 





The Senior Advisor will report to the Executive Director, with a rank comparable to a 
Deputy Director for Administration or a Chief Operating Officer. The term of the 
contract is one year, with the possibility of renewal. IRF offers a competitive 
compensation package. 






The IRF promotes the development of open society in Ukraine through a variety of 
grant making and operating programs that focus on educational reform, human rights, 
the independent media, and economic reform. Established in 1990 by financier George 
Soros the IRF is today the largest philanthropic organization in Ukraine, with an annual 
budget of US$16 million. The IRF is headquartered in Kyiv and operates branch offices 
in six provincial cities. 
Candidates should send a cover letter and resume by 15 July, 1998 to: 
Hryhory! Nemyria, Chair, 
International Renaissance Foundation, 
46 Artema St., Kyiv 254053, Ukraine. 
Fax: (380-44) 216-7629 Tel: (380-44) 216-2596 





The contracts are for four years, renewable once. 


. 
The Institute is an equal opportunity employer. 






All applications should be sent, by post or e-mail, to: The Head of the 
Academic Service, Dr. Andreas Frijdal, at the European University Institute, 
to arrive by October Ist 1998. (E-mail: applypro@datacomm jue. it). 
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4 English/Russian, dynamic, 








| Wanted: an experienced highly-. 

qualified Financial Director. ~ 
Requirements: good skills of 
European accounting, 












EPERE lavestiqagon 240725 
An Economics graduate required to undertake 
research on UK companies. Minimum 3 month 
voluntary placement with travel and lunch 


‘sociable. Work and accommodation | | expenses paid. 


with the family in Moscow. 
Favourable terms, Resume by fax: 
+7 (095) 234-0665. 





H 


Closing date Friday 10th July 1998. Interviews 
to be held on Wednesday 5th August. 


FINANCIAL MARKETS SPECIALIST and COMMERCIAL LAW ADVISOR 


UNITED STATES AGENCY FOR INTERNATIONAL 
DEVELOPMENT/CENTRAL ASIA, Almaty, KAZAKHSTAN 


(Two PSC positions, two years) 





The contractors will manage: 

(1) USAID Financial Markets activities and (2) Commercial Law 
Development in Central Asia. See details on USAID WebSite: 

http://www. info.usaid. gov/procurement_bus_opp/procurement/psc_solicit/ 
Requirements: (1) A U.S. citizen; a university degree in economics or a 
related field; 10 years of relevant work experience. (2) A U.S. citizen; legal 
degree or other relevant graduate degree; 10 years of relevant work 


experience. Work experience in NIS is desirable for both positions. 
Send applications to USAID/CAR: attention Sandra S. Williams, Acting 


Executive Officer, via telefax 73272696490 or 73272507636; or by e-mail 
to SWILLIAMS@USAID.GOV. 


Applications received after July 15, 1998 will not be considered. 










MANAGER, HUMAN RESOURCES 


The Center for International Forestry Research (CIFOR) is an international 
organisation supported by the Consultative Group for International Agricultural 
Research. Our mission is to contribute scientific knowledge for improved tropical 
forest conservation and management in developing countries. We recognise a 
fundamental link between human economic well-being and the health of the forest. 
CIFOR is funded by 29 government and development assistance agencies. It 
employs 110 staff, including 37 internationally recruited staff from 22 countries. 
Research is undertaken in collaboration with a global network of scientists. 


The Manager, Human Resources will contribute to our organisational effectiveness 
by providing strategic advice and professional services to management, staff and 
the Board of Trustees that will maximise the potential of our diverse staff: Specific 
responsibilities include the design and implementation of policies and procedures 
regarding recruitment at the national and international levels, performance 
evaluation and professional development, position classification, pay and benefits, 
and human resources planning. 


Candidates shall have an appropriate university education, a minimum of 3 years 
of supervisory experience in a human resources environment, excellent analytical 
skills, fluency in English and previous experience living in a developing country. 
Knowledge of Bahasa Indonesia or another language used in our mandate 
countries would be an asset. Preference will be given to candidates who have 
significant experience in a similar organisation. The position will be based at 
CIFOR’s head office in Bogor, Indonesia. 


CIFOR offers an internationally competitive salary and benefits package, and a 
stimulating work environment. CIFOR believes that diversity contributes to 
excellence. We encourage women and developing country nationals to apply. 
Selection procedures will begin on 24 August 1998. Expressions of interest with 
the names of three referees and a curriculum vitae should be sent to: 


s 

Human Resources Manager, 
P.O. Box 6596 JKPWB, 
Jakarta 10065, Indonesia. 
Fax: +62 (251) 622 100 
E-mail: m.paiement@cgnet.com 

g : Reference ECO270698 

eon roan eea FOF further details about the post and about CIFOR, visit 
our WEB site hitp:/Aeww.cgiar org/cifor/ 
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To apply send full CV to the Campaigns | 
Director, 69 Oid Street, London EC1V SHX. | 













Palestinian Authority = 
Prequalification Notice — 
Performance-based Management Contract 
Water and Wastewater Collection Systems for the 


Southern Area of the West Bank 


The Palestinian Authority (PA) and Palestinian Water Authority {PWA) invite 
internationally experienced operators of water and wastewater utilities to participate in a 
pre-qualification process, which is currently planned to result inthe award of a four year 
performance-based management contract ( PBMC) to improve the water supply and 
wastewater collection systems in the Districts of Hebron and Bethlehem, the West Bank, 
serving a population of approximately 0.4 million people. Only pre-qualified firms shall 
be eligible to receive a Request for Proposal. 









The Palestine Liberation Organization. has applied for a Trust Fund Credit from the 
International Development Association (IDA) ‘for the benefit of the PA, a portion of 
which would be used to finance part of the PBMC. 


Operators with previous experience in similar assignments in cities of comparable 
size are invited to prequalify for this assignment, Prequalification shall be based entirely 
upon capability and resources of. Respondents. to perform. the particular contract 
satisfactorily taking into account: (i) experience and past, performance in similar 
contracts; (ii) capabilities with respect to personnel; and (iii) financial position. 








Request for Prequalification documents will be provided upon payment of a charge 
of US$100 to the account of PWA at the Arab Bank = Ramallah #621171/2/510, All 
letters requesting documents (either by fax or courier) should be sent to: 


Eng. Fadle Kawash 
Deputy Commissioner 
Palestinian Water Authority 
At Ram Office 
West Bank 
Telephone: 972-2-5747147 
Fax: 972-2-5747148 


Responses to the Request for Prequalification must be submitted, in English, to the 
above address, by the Closing Date of July 30, 1998 and :Jocal time: 12:00 mid-day. 
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REPUBLIC OF SLOVENIA 
MINISTRY OF FINANCE 


ANNOUNCES PUBLIC TENDER 


for supply 
of all or any of the following three parts of the Information System for Value 
Added Tax (VAT) 


1. Central part of the system which encompasses the provision and supply of 
the software and hardware required for the operation of the following 
functional modules: 

A. Functional module for registration of VAT Taxpayers; 

B. Functional module for bookkeeping of VAT obligations; 

C. Functional module for provision and maintenance of statistic information; 

D Interfaces for connection with the external information systems; 


I. Supporting system for electronic document management, comprising 
the supply of software and hardware for ensuring the operation of the 
subsystem for electronic docurnent management and archiving; 


Il. Supporting system for envelope filling and distribution of documents, 
comprising the supply of software and hardware for ensuring the operation of 
the subsystem for document folding and envelope filling and the distribution 
of documents. 


You are hereby invited to submit proposals for the supply of all or any of the 
above three parts of the Information System for VAT. 


Additional information is available in the Official Gazette of the Republic of 
Slovenia no. 47 from June 29, 1998 and on the web-page of the Ministry of 
Finance of the Republic of Slovenia: http:/Avww.sigov.si/mf/vat99. html 
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"THE WORLDWIDE GUIDE WANT TO START YOUE DELAWARE (USA) 




















HOME BASED, PROFITABLE 
PROVEN CONCEPT WITH 
ENORMOUS POTENTIAL. 
n NOT MULTI-LEVEL MARKETING 
The Apartment Service OR FRANCHISING. si Fr Aarh EA 1334760 Fax. 718232 4166. 
Be i 4 TETE at CALL 24 HOURS Ewa ol com 
Intemet: htpy/www.apartment.co,uk 0181 236 4558 (LONDON) 






E-mail: sales@aparfment.co.uk AND LISTEN. 


orrsuore companies A INCORPORATE IN USA 


* Ready made companies 
* Full corporate administration 
* Trade services (UC, shipping) BY FAX OR PHONE 
* Banking/Accounting services 


* China business development services 
| TYPICAL INCORPORATING FEES 























ARE YOU LOOKING 
TO BUY A PROPERTY, 
HOTEL, RESORT or 
INVESTMENT? 



























THEN ALLOW US TO HELP YOU Contact Stella Ho for immediate 


services & company brochure 


e Corporations and LLCs 








































e Free name reservation Delaware $199.00 
` We have over 25,000 properties NACS LTD ; 
available in 40 countries Room 1108, Albion Plaza . Personal assets shielded ; Wyoming $285.00 
pe akc Nanya iS Confidential and cost effective | Nevada $380.00 
ROVWIOOn, $ ¥ Ong . ` 
NYRAE PROPERTIES Emailnasank sapere! * Full registered agent services Utah $270.0 
OVERSEAS Tel: (852) 2724 1223 Fax: (852) 2722 4373 


FAX: 302-421-5753 TEL: 302-421-5750 


g E Mail: corp@dca.net 
Register ed R Ltd. Web Site: www.incusa.com 


maaniseen 







Tel: +44(0)1695 556800 
Fax: +44(0)7070 601887 
E-Mail: JCha131419@aol.com 











Readers are recommended 
to make appropriate enguiries and take 
appropriate advice before sending money, 
incurring any expense or entering into a 
binding commitment in relation to an 
advertisement. The Economist Newspaper 
Limited shall not be liable to any person for 
loss or damage incurred or suffered as a 
result of his / her accepting or offering to 
accept an invitation contained in any 
advertisement published in the Economist. 






























CONSULTANTS & MANAGERS 
REQUIRED WORLDWIDE 























"MEMBERS OF THE FEDERATION OF OVERSEAS 
PROPERTY DEVELOPERS, AGENTS & CONSULTANTS 















TRUSTS 
Since 1977, The ICSL Group has specialised in advising on the use oi offshore | 
companies and trusts to achieve personal and corporate tax savings. 


INTERNATIONAL TAX PLANNING ; 

l We can provide innovative solutions to your complex tax problems. i : 
We can assist you in setting up and managing a structure to help you achieve. 

i substantial tax savings. 





FELLOWSHIP 


The World Bank 
Robert S. McNamara Fellowships Program 


The Program offers |2-month Fellowships for research in the general area of socio- 
economic development. For the 1999 Fellowships cycle, the Program invites 
research proposals on one of the following topics. 


£) What is the evidence on the nature of the relationship between “globalization” 
and poverty in your country? What implications does this have for policy- 
makers at the national and/or local tevel? 


) There is a growing trend to move beyond a definition of poverty that focuses 
exclusively on lack of i income/consumption to one that includes other forms of 
social exclusion. Similarly, there is an increasing emphasis on the role that 
social capital could play in poverty reduction, particularly by promoting 
increased participation and inclusion. 

















To receive our explanatory booklet on offshore and international tax 
planning and trusts or to arrange a discussion, all free of obligation or 
charge, please contact your most convenient ICSL office. Alternatively, 
visit our Web Site at http: v7www.lCSL.com. 


HONG KONG -- Simon Hanley : LONDON Ss Peyman Zia 
Te: +852 2542 1177 rax: +852 2545 0550 fy: +44 171493 4244 rac +44 171.491 0605 Ff 
Emai: hk@ICSL.com i Emai: UK@ICSL.com 


ISLE OF MAN ~ Diane Dentith AMERICAS - Paul Winder 
Tek +44 1624 801801 Fax: +44 1624 801800 ei +1 649 946 2828 fax: 41649 946 2825 
KED Email: iom@ICSL.com email: te}@iCSt.com 








Do you bave empirical evidence that would support these movements? What are 
the implications in terms of policy formulation and design of development 
practices? 

The final research product will be considered for publication in McNamara 


Fellowships Working Paper Series, and will also contribute to the preparation of 
World Development Report 2000. 


To be eligible, candidates must: 


* Be nationals of a World Bank member developing country and be residents in a 
developing country. 


+ Hold a minimum of a Masters degree or equivalent. 


Ecor st 






TO ADVERTISE WITHIN THE CLASSIFIED SECTION, 
CONTACT: 







* Be 35 years of age or under (exceptional cases considered up to 40 years of age) 
* Intend to carry out their research in the country of residence, in association with 
a local research institute. 
The amount of the Fellowship is $7500 and is intended to cover the cost of the 
research and its dissemination. The Program does not support degree studies. 


Philip Wrigley 
. London 
(44-171) 830 7000 







A short seminar is organized for the fellows during the fellowship year. 


The deadline for applications for the 1999 cycle is November 15, 1998. 2 
Suzanne Hopkins 


New York 
(1-212) 541 5730 


‘For application forms, please contact, quoting our reference RSM/99/2 
The Robert S, McNamara Fellowship Program, 
World Bank Headquarters, 1818 H Street, 
N W. G3-175, Washington, DC 20433, USA. 
Fax: (202) 676-0962, 
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BUSINESS & PERSONAL 








CANADA IMMIGRATION W 


Let our exclusive group of former Visa Officers, with over 35 years 
experience, provide expert assistance and guidance to your 
immigration process. Applications professionally and confidentially 
prepared. Our money-back guarantee is your assurance of success. 
Best Government owned and administered Investor Funds available. 
Specialists for skilled workers, businessmen and investors. 


OIC CONFRATERNITY CANADA LTD, 

823-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
TEL: (604) 669 0389 FAX: (604) 669 3905 

INTERNET:- www.our-website.com E-MAIL-passport@infoserve.net 


Save 30-70% on International Calls 


“Justice rated #1 in Callback service.” 


1997 International Telecommunications Association. 








* Business, residential, and World Leg Rates: (uss) 

cellular savings. Japan sA 

* Earn Free air travel with a. Taiwan 49 

WorldMiles program. Venezuela 43 

Join the prestigious Brazil 50 
Justice Agent Program. Intra-European 

Leg Rates: 

J] Belgium +16 

Czech Republic .25 

Germany 43 

Italy 2a 

a Netherlands 13 

Norway 4 

TECHNOLOGY CORPORATION Russia 36 

it’s just what you're looking for. Switzerland a6 

UK 08 


Mention this ad for a sign-up bonus, Agent inquiries welcome 
1-310-526-2200 . 


1-310-526-2100 fax 


www.justicecorp.com 
















The Original 


kallback: 


e No Deposit . Instant Activation 
e No Miminum e Ideal for Home, Office, 
e No Set Up Fees Hotels and Mobile Phones 


“Callers get dependable, high-quality service” 
-The International Herald Tribune Wanted 
Tel: 1.206.599.1992 * Fax: 1.206.599.1982 


417 Second Avenue West + Seattle, WA 98119 USA 
www.kallback.com * e-mail: info@kallback.com 


New lower 
rates! 


Super Low International 
Telephone Rates! 


Tothe Tothe To 
From: È 3 x 


Errance ” 
Germany 


Switzerland 





Netherlands Fy. 
Italy 


Ma 


Great rates from the U.S. 
1 (800) 965-1645 





Tel: 1 (212) 629-3268 
Fax: 1 (212) 629-3269 


maxinfo@maxtelecom.net 
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U.S. IMMIGRATION 


We specialise in finding jobs, businesses or 
properties which allow you to qualify for a 
visa, and our associate attorneys handle the 


visa processing. To learn how we can help 
you, phone us at 001 305 554 7555 
Management Consulting USA Inc, 
11401 SW 40 St. Ste 337E, 


Miami, Florida 





TRAVELLING 
TO NEW YORK? 

Bed & Breakfast Service offers 200+ 
apartments, all in fashionable areas. 
Rates $90-300 p/n 

Corporate Specialists 
Bed of Roses Ltd, 800 Sth Ave. NYC 10021 
Tel: (212) 421-7604. Fax: (212) 935-0617. 


IMMIGRATION TO CANADA 


CHAIT AMYOT 

Barristers & Solicitors (Founded 1928) 
Reputable Canadian law firm provides assessment of your 
chances FEES BASED ON RESULT 
Fees are payable only if an Immigrant Visa is actually 
issued and not otherwise. For an ASSESSMENT, 
forward your resume to: 

CHAIT AMYOT Immigration Division, 

1 Place Ville-Marie, Suite 1900, Montreal, Canada, 
HIB 2C3. Tel: ($14) 879-1353, Fax: 879-1460, 
E-Mail:deamo@chait-amyot.ca 


of success 





IMMIGRATION TO CANADA. 
Canadian Immigration Lawyer will 
prepare Visa application and conduct 
job search for prospective immigrants 
Very reasonable fees. Leonard 
Simcoe, Ref. E, 1255 Laird Bivd., 
#208, Mt, Royal, Quebec, Canada 
H3P 271. Fax (514) 739 0795 

Email: 76143.2031@compuserve.com 





COLLINGHAM SERVICED APARTMENTS 


We offer 24 apartments from 1-3 bedrooms, all 
with fully equipped kitchen / Reception with 
satellite TV - maid service - 24 hour reception - 
fax - laundry service. Our competitive rates, 
privacy and ideal location in South Kensington 
make us the perfect alternative to hotel 
accommodation. 
For rates and brochure please contact. 

26-27 Collingham Gardens London SWS OHN 
Tel: 0171-244-8677 Fax: 0171-244-7331 





















































NOBODY 


SAVES YOU MORE 


ON INTERNATIONAL CALLS! 


RATES TO THE US 

I ERAREMA eS Most new customers are 
|France... ...25¢ referred by satisfied 
(Germany ....22¢ NewWorid users 
Italy........32¢ o, 
Netherlands. . 25¢ per ie Apc tad by 
Switzerland . . 26¢ 

Brazil.......63¢ Numerous Special Services Included 
Malaysia .... 49¢ - No Extra Charge - 


LUCRATIVE HOME BASED BUSINESS 
6/7 figure income not MLM, Serious 
people call 0181 236 4984 and listen. 





FREE CASH GRANTS! College. 
Scholarships. Business. Medical bills. 
Never Repay. Toll Free 1-800-218- 
9000 Ext. G-4265 US Only. 


———— 
GOV'T FORECLOSED homes from 


pennies on $1. Delinquent Tax, 
Repo's, REO’s. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 
current listings. 





FINANCING WORLDWIDE from $3 
mill. to $5 bill. and up. 7.5% 
Acquisitions Mortage Corp (215) 343 
9180, Fax (215) 343 5969, 3146 
Bristol Rd., Warrington, PA 18976, 
USA 





2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax: +3120-5241407; E-Mail 
100413.3245@compuserve.com, 
http://www.global-money.com 


IMMIGRATE TO 
BEAUTIFUL CANADA 
FLEXIBLE IMMIGRATION LAWS 
ATTORNEYS RUSSELL AND SAVAGE 


Suite 2000, 393 University Avenue 
Toronto, Canada MSG LE6 
Fax: (416) 597-2267 Ph. 585-2088 
Email: hsavage@inforamp,net 
vkrussell@aol.com 





BY CPA IN LONDON 
US/UK tax return service and US/UK 
tax advice + full accounting services 
for US citizens and US ‘green-card’ 
holders living/working abroad 
Serving individuals and corporations 


I. N. MOKHTAR FCA CPA 
Telephone (01273) 561195 





Call: 201.287.8400 Fax: 201.287.8434 
In the U.K. Call: 44.171.360.5037 Fax: 44.171.360.5036 
economist@newworldtele.com http://www.newworldtele.com 


NSMERLD 


TELECOMMUNICATIONS 








Business to Business agents welcome 
201-287-8400 





1402 TEANECK ROAD + SUITE 114 + TEANECK, NEW JERSEY - 07066 -+ USA 
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LUXURY SERVICED APARTMENTS NEAR HARRODS 
CHOOSE FROM A SELECTION OF BEAUTIFULLY 
APPOINTED FULLY REFURBISHED ONE AND TWO 
BEOROOM APARTMENTS IN KNIGHTSBRIDGE 
ALL FULLY EQUIPPED WITH MODERN FACILITIES 
12 OVINGTON SQUARE 
KNIGHTSBRIDGE SW3 {LN 
TEL: (174-581 5486 FAX: 6171-584 2012 
E-Mail: LSuites@aol.com 








NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED: 





Poetry, Childrens, 
AUTHORS WORLD-WIDE INVITED. 
WRITE OR SEND YOUR MANUSCRIPT TO:- 
MINERVA PRESS 























Nay & SERVICE SING 
A O° Modem, comfortable © “27> N 
Serviced Apartments offaring Best Value for Money. 
Unbeatable location in South Kensington. 
2 person apartment from £70 per night 
4 person apartment from £115 per night 





Tourist Board Commended 


ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. U.K. 


Tel: ++ 44 171 370 2663 
AR DEN 





ya Ma Maw 4 


forrsHore 
TAX-FREE 


companies world-wide 


formation and administration 
of companies 
opening of bank accounts 

tel/fax/mail forwarding services 
LAW ECO LTD. 
1092 Budapest, Ráday u. 33/a, Hungary 
Fel.: (361) 217-96-81, 216-54-13 
Fax: (361) 217-44-14 
E-mail: laveco @mail,matav.hu 


Ask for our FREE information 
brochure! 
Languages spoken: English, 
French, Russian, Bulgarian 


MINING INDUSTRY CONSULTANTS 


INVESTOR REQUIRED 


Snowden has been retained to identify 
an investor to provide USD1.7 million 
for completion of a feasibility study 
for.an exciting gold project in the Far 
East. Terms of entry to be negotiated 
but around 30% of equity available 
pending listing in 6-9 months. 


For further information please contact: 
Jon Swire-Thompson 

Snowden Associates Pty Ltd 

PO Box 77 West Perth 6872 Australia 
Tel: +61 8 9481 6690 

Fax: +61 8.9322 2576 

E-mail: jsthompson(@snowdenau.com 
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E R _ ww kenpark.dircon.co.uk 








| Then why not stay at Endsleigh Court where you | 


Fiction, non fiction, Biography, Religious, 


i 
{ 









2 OLD BROMPTON RD. LONDON SW7 300, | October 1998-March 1999 from *£336 per week 








nsington Park d 


Apartments 
Luxury Serviced apartments 
near Harrods. 

Select from studios, one/two bedroom apartments all 
with fully equipped kitchens and stylish italian 
furniture, at competitive rates. 

Limousine service available. 

58 Kensington Court, London W8 5DG 
TEL: ++.44 (171) 937 2469/ ++ (498) 622 765 (24 Hrs) 

FAX: ++ 44 (171) 795 6215 EMAIL: kenpark@dircon.co.uk 
Visit our web site; Z 


Ke 



























can be sure of a friendly and courteous welcome | 





Our large block is centrally situated, offers seif 
contained studio apartments with well equipped 
kitchen and bathroom 






Aprii 1998-September 1998 from *£390 per week 





A limited number of one and two bedroom 
apartments are available 







For further details contact:- | 
ENDSLEIGH COURT | 
24 UPPER WOBURN PLACE 
LONDON WCIH 0HA 
Telephone: 0171 878 0050 
Fax ; 0171 380 0280 


All major credit cards accepted 






* This price includes a separate charge 














obese 3000. Victoria, A 





for provision of furnishings 








Offshore 
Banks 


Statements 

Licences Renewal — 

Legal Advice 2 i 
Free Brochure avaliable 
Daneguid Securities Pacific PL 
Nauru House, Lavel 43, 80 Collins Street, 





loria, Australia. 
1-3) 9639-2729, Fax: (61-3) 9639-2295. 
UDO 


OFFSHORE 
COMPANIES 


COST EFFECTIVE 
NOMINEE & MANAGEMENT SERVICES 
AVAILABLE 


BVI £275 
GIBRALTAR £275 
ISLE OF MAN £275 
IRISH £275 
BAHAMAS £275 


OTHER JURISDICTIONS AVAILABLE 


PROFESSIONAL SERVICE PROVIDED BY 
IN HOUSE LAWYERS & ACCOUNTANTS 
CREDIT CARDS ACCEPTED 


FIDUCIARY MANAGEMENT 
SERVICES LIMITED 
“13 WIMPOLE STREET 
LONDON W1M 7AB 


TEL: 0171 436 8100 
FAX: 0171 436 8188 


E-Mail. CoForm3@Fiduciary.Co.uk 
http: www.FiduciaryGroup.com 






y, 





WORLD WIDE 


No. 1 OFFSHORE 


COMPANY AND 
TAX PLANNING 
SPECIALISTS 


Since 1975 our worldwide staff of 
over 275 multi-disciplined 
professionals including lawyers, 
chartered accountants, chartered 
secretaries, and bankers have 
provided confidential and cost 
effective company formation in all 
the major low tax areas. 


@ BAHAMAS 

© BELIZE 

@ BV ISLANDS 
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WM FORECASTS Every month The Econo- 


“ances for 15 countries. The table also shows 


| about Japan continues to deepen. Our 
forecasters now see its real GDP contract- 





OUTPUT, DEMAND AND JOBS More gloomy news about the Japanese economy. Indus- 
trial production fell by 2.0% in May and at an annual rate of 20.8% in the past three months. 
Swiss industrial output rose by 10.3% in the year to the first quarter. American retail-sales 
growth quickened to 7.6% in the year to May. 










































































% change at annual rate The Economist poll industrial Retail sales Unemployment 
____ GOP GDP forecasts r E (volume) — % rate | 
3mths? tyear 1998 1999 3 mths? 1 year _ Ayear_ 
Australia +53 +49 +30 + 28 +32 +27% +28 Qi BIN 
Austria ha + 251997 +27 +27 +156 + Feb + 33 Mar 
Belgium -14 4250 +28 +28 m -2 y ; 
Britain +21 +300 
Canada + 37 +38 2 
Denmark -12 4374 29 +25 -10.1 E 
France 424 +34Q +29 +28 +88 + 51 Apr 
Germany +40 +380 426 +28 +64 +47 Aw ç 
italy 04 +25 Q 423 +29  -43 +03 Ap | 
Japan 253 -370 -10 +06 T208 -11.2 May 
Netherlands +49 +4201 +36 +34 +18 +66Ap | 
- Spain 437 +37Q 438 +38 +85 -28Ap na 
Sweden ~37 +2591 +29 + 30 ~83 +23 Ma + 28 Ap 
Switzerland + 19 +240 +19 +20 na +103 Qtr - 19 Ma 3 
United States +48 4379) 433 +22 +18 +44 “+76 May 4 





rate 4.8% in May. §Mar-May. 





PRICES AND WAGES Japan’s 12-month rate of consumer-price inflation crept up to 0.5% 
in May. In the year to June Swiss consumer prices rose by 0.1%, the first annual rise since 
January. Italian workers received a pay increase of 2.6% in the year to May, a real rise of 0.9%. 





In the year to April wages rose by 3.1% in the Netherlands and 4.3% in Sweden. ON’ 








` But last year the auctions handled as few 
| as 5,000 chests a week, down from 60,000 
| in the early 1980s, The decline is partly be- 
cause of new technology and con- | 
, tainerisation, which have made it easier | 
_ for blenders to buy direct from growers. | 
| Prices hit a 15-year high of 226 penceakilo | 
| in January, after droughts and floods hit | 
| Kenya, Britain’s main supplier. But prices 
| this week averaged only 110 pence a kilo, 
| since the market expects Kenya's 1998 crop 


| Industrials 











. COMMODITY PRICE INDEX 

More than 300 years of tradi- 
tion ended this week with the last London 
Tea Auction. The East India Company or- | 
ganised the first auction in March 1679, | 
with regular auctions beginning in 1835. 
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to reach a record size. 
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| % change at annual rate The Economist poli | Sterling index 

Consumer prices* consumer prices forecast Producer prices* Wages/earnings | All items 98.9 973 

3 mths? 1 year 1998 1999  3mthst tyear  3mthst  tyear | food = SBN 
Australia +10 -O02Q) +12 +23 : +12 + 3.0 91 | Industrials o E i 
Austria +14 +10 May +13 +16 — na All 
Belgium 429 +16 un +14 +18 | Na O 
Britain +61 +42 My +33 +28 | Metas l 
Canada +15 + 11 Maye +12 +18 | SDR index 
Denmark “+31 +20 My +21 +25 | Allitems 936 O RI = 14-180 
France +20 +10 My +10 +16 | Food Toa 077 2615 
Germany tal +13 My +12 +1 Industrials E 
italy +19 +17 My +19 +22 O āă +09 aw + 30 + l ! 
Japan +21 +05 May +04 -02 17 My na -O ! | 
Netherlands +39 + 20 May +23 +25 | 
Spain + 0.7 +20 May +20 +25 | | 
Sweden +05 +09 May +07 +14 EEE a 
Switzerland -03 +01 un +02 +11 | Crude oil North Sea Brent i 
United States +12 + 17 May +17 +26 i 











‘mist surveys a group of forecasters and cal- 
culates the average of their predictions of 
growth, inflation and current-account bal- 








the high and low forecasts for growth. The 











previous month’s forecasts, where differ- 
ent, are shown in brackets. Pessimism 

















ing by 1.0% this year and managing only 








0.6% growth in 1999. They also expect Jap- 





anese consumer prices to fall in 1999. The 








recession in Japan should cause its cur- 
rent-account surplus to grow and Ameri- 














ca’s deficit to widen. Our panel is still san- 








guine about inflation in America, but 





expects Britain to have the worst inflation 
of the 15 this year and next. 
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STOCKMARKETS Tokyo rebounded by 8.2% in the week to July ist on hopes oftaxcutsthat Œ INDIGESTION Danes spent $14-each 
could boost the economy. The firmer yen and a recovery in Asian markets lifted markets | on digestive remedies in 1996, according. 
elsewhere too. Amsterdam, Brussels, Frankfurt, Paris and Zurich all hit new highs. | to Euromonitor, a market-research firm. 
Share price indices % change on | Regulations governing the sale of drugs — 
1998 one che raced Dec 3tst1997. | OVer the counter in Denmark have re- 
Jul tst high low week year high in local ing | cently been relaxed. Sales of digestive rem- 
Australi: 2,699.4 2,881.4 2,524.9 4.1 1z 6.3 Tr Sr | edies aE stable i growing in most coan 
ustralia ,699. 881. 524. + 4, - 1 - 6. + ; - 2. : : : . SE 
Austria 1,503.5 1,628.6 1,245.7 + 17 + 10.2 -134 + 161 +148 | nie 4 pA ee ce ding Tane 
Belgium 3,533.0 35330 2,4050 4 56 ads nil 4 46.1 +443 | “Wey Nave been in decline. Is French cui- 
Britain 5,919.9 61058 5,068.8 + 20 +246 - 30 + 153 +162 Sine losing its exuberance? 
Canada 7,366.9" 7,822.3 6,240.0 + 14 +125 -58 + 100 +73 | 
Denmark 733.2 778.8 667.1 ~ 04 +225 - 5.9 + 85 + 72 | 
France 2,733.8 2,733.8 1,873.1 + 28 + 44.2 nil + 406 + 38.7 | 
Germany 5,906.9 5,915.1 4,087.3 + 22 +53.2 - 01 + 390 +375 | 
Italy 1,455.8 1,654.4 1,053.2 + 29 +70.6 = 12.0 + 38.2 +36.5 i 
Japan 16,362.9 17,264.3 14,664.4 + 8.2 -19.0 -= 58.0 + 7.2 + 05 | 
Netherlands 1,221.5 1,221.5 892.0 + 58 + 39.0 nif + 337 + 32.2 { 
Spain 864.0 938.8 632.6 - 39 + 39.7 - 8.0 + 36.6 + 34.9 | 
Sweden 3,656.2 3,853.6 2,853.1 ~ 40 + 19.9 - 51 + 219 + 20.2 
Switzerland 8,038.2 8,038.2 6,062.1 + 48 +41.7 nl + 283 +224 
United States 9,048.7 9,211.8 7,580.4 + 14 +16.1 - 18 + 144 7 +144 
Worid* 1,099.4 1,099.4 896.5 + 25 +156 nif + 174 +17.4 








*Morgan Stanley Capital international index includes above markets and eight others, in doiiar terms. tiune 30th 
er ci ONL RMP tc aT 


MONEY AND INTEREST RATES American 30-year Treasury-bond yields fell in the week | 
to July 1st on expectations that the Fed would not raise interest rates at this week’s meeting— | 
and it didn’t. Japanese government-bond yields rose on hopes of bank restructuring. | 
i 
f 

































































Money supply* Interest rates % p.a. (Jul 1st 1998) 

% rise on yearago over- 3-mth money market banks bond yields Eurocurrency 

narrow broad night latest year ago prime gov't? corporate 3 mths bonds 
Australia +11.8 +55 May 5.00 5.30 5.34 8.75 5,49 6.00 525 5.38 i 
Austria +55 +18 Apr 3.38 3.62 3.40 6.50 4.86 na na 5.66 | 
Belgium +57 +66 Mar 3.56 3.63 3.35 7.25 4.87 5.09 3.69 4.50 : 
Britain +63 +92 May 7.44 7.81 6.88 8.50 5.84 6.19 7.81 6.32 | 
Canada +125 +42 May 481% 4.3827 3.17 6.50f 534 6017 494 530 
Denmark na +28 May 4.25 4.15 3.60 6.75 4.89 7.04 4.16 4.72 
France +13.4 +55 Apr 3.44 3.52 3.30 6.55 4.77 4.96 3.92 4.44 
Germany +56 +3.7 May 3.45 3.56 3.13 499 AN 471 3.56 440 | 
Italy +13.2 +98 Apr 5.00 4.62 6.81 7.88 5.06 5.36 4.92 4.74 i 
Japan +80 +38 May 06.27 0.62 0.53 1.63 1.70 1.43 0.42 1.04 i 
Netherlands +57 +66 Mar 3.44 3.87 3.11 5.25 4.76 5.15 3.94 4.43 | 
Spain +13.4 +16 May 3.95 4.33 5.24 7.00 4.94 5.30 4.30 4.57 | 
Sweden na +2.7 May 4.00 4.16 4.07 4.59 4.92 4.94 4.25 4.60 f 
Switzerland +12.5 +24 Mar 2.00 2.06 1.56 4.25 3.14 3.37 2.02 2.57 
United States +31.3 +10.2 May 6.25 5.47 5.64 8.50 5.43 6.60* 5.63 5.49 





t Ten-year bond rates (United States 30-year 5.63%, Japan No.182 1.40%), June 30th. 


*Narrow: M1 except Britain MO, broad: M2 or M3 except Britain M4. Sources: Banco Ambrovenete, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase 
Manhattan, CA 18 Investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, J.P. Morgan, Paribas, Royal 
Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, Datastream/ICV. Rates cannot be construed as banks’ offers. 


EEOAE TAEDE SRT aE rh ; 
TRADE, EXCHANGE RATES AND RESERVES The yen rose by 1.7% in trade-weighted terms in the week to July ist. Australia’s 12-month | 
visible-trade balance moved into deficit in May. France’s trade surplus declined to $29.7 billion in the year to April, as did Italy's, to $27.3 | 

billion. In the same period Spain’s trade deficit narrowed to $18.9 billion. 







































































| Trade balance*, $bn Current account, $bn Exchange rate Currency units per $ Currency units Foreign reserves? $bn | 
| latest latest 12 latest 12 mths trade-weighted* Jul st year ago per per per per latest -year ago | 
month months dul tst year ago £ DM ecu euros ad? 

Australia =- 031 May - 06 - 58 Q1 83.4 92.5 1.62 1.33 2.69 0.89 176 1.78 13.9 Apr 144 
Austria ~ 1.29 QSS ~ 49 ~ 3.5 Apr 103.0 102.4 12.8 12.3 21.2 7.03 13.9 13.86 20.6 Apr 27.4 
Belgium + 0.87 an + 11.6 + 13.5 Mar 102.1 102.1 37.5 36.1 62.2 20.6 40.9 40.66 19.7 Apr 168 | 
Britain -= 2.32 Ap - 25.0 ~ 02 107.1 101.7 0,60 0.61 - 0.33 0.66 0.68 30.5 feb 35:2 
Canada + 0.84 Apr + 13.8 - 11.2 Q 80.9 84.8 1.47 1.38 2.43 0.81 1.60 1.61 21.6 Ap 19.7 
Denmark + 0.09 Mar + 37 + 0.5.Q1 104.7 104.6 6.93 6.67 11.49 3.81 755 7.54 17.0 Ap 154 | 
France + 2.53 Apr + 29.7 + 40.9 Mar 1055 104.7 6.10 5.90 10.11 3.35 664 660 36.5 ap 302 
Germany + 6.61 Ap + 743 + 11 Apr 103.5 103.0 1.82 1.75 3.02 - 4.98 1.97 279.3 Apr 80.6 
Italy + 3.03 Ap + 27.3 + 30.3 Feb 75.7 76.6 1,791 1,705 297) * 985 1,951 1,960 52.8 Ap 420 | 
Japan + 9.80 Apr +113.2 +106.4 Apr 112.3 133.5 139 114 230 76.3 451 146 204.6 Ap 218.7. 
Netherlands + 1.67 Mar55 + 16.7 + 22.1 94 101.4 101.5 2.05 1.97 3.40 1.13 2.23 2.22 23.5 ap 26.9 
Spain - 0.70 Apr = 18.9 + 7.1 Mar 76.6 76.9 154 148 256 84.9 168 168 67.4 Ap 619 
Sweden + 1.33 May + 17.1 + 5.5 Apr 84.7 84.3 8.05 7.76 13.3 4.42 8.77. 8.77 9.7 Apr 15.5 
Switzerland + 0.13 apr + 02 + 21.1 Qt 104.4 104.1 153 1.47 2.54 0.84 1.67 163 33.6 Apr 343 
United States -21.48 Apr =208.9 -165.4 Qi 112.5 102.8 - ~ 1.66 0.55 109 11 59.3 Apr 








“Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others ciffiob. 11990=100, Bank of England. #£xcluding gold, IMF definition. 
SForward rates for delivery January 1st 1999, calculated by J.P. Morgan. §§Not seasonally adjusted. 
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E SHARE TRADING Shares worth a 
record $2.7 trillion were traded on emerg- 
ing stockmarkets in 1997, 14% of the total 

























































traded worldwide. Taiwan saw the heavi- | 
est turnover, at 462% of market capitalisa- | 
tion, meaning each share, on average, | 
changed hands more than four times. | 


























as = a ie 
FINANCIAL MARKETS Moscow fell by 6.1% on June 29th and 18.2% in the week to July 1st 
__ as Russia’s financial crisis deepened. Shanghai declined by 6.1% over the week, despite a cut 
| in Chinese interest rates. Most of the other Asian markets rebounded. The South African rand 
| touched a new low of 6.20 to the dollar. 








| ECONOMY Hungary's GDP growth slowed slightly to 4.9% in the year to the first quarter, 
but the economy still grew over twice as rapidly as in the first quarter of 1997. Mexico's trade 
deficit widened in the year to May, to $3.7 billion. Thailand's annual consumer-price infla- 
| tion quickened to 10.7% in June; South Korea’s slowed to 7.5%. 


Latest 12 months, $bn 


Foreign reserves, $bn 





Consume! 
prices 


GDP industrial 


production 


Trade Current 
balance account 


Latest Year ago 





+10.7 eo + 52.0 May 



















































~ 4.3 04 o 88 a 
413.6 Qt Fad now 7577 
~ +19.6 May | 
Taiwan 4570 BAO am ! 
Thailand BEREE? 28.7 Ap 36.3 | 
-10.1 03 233 may 191 
“S37 01 TAT ap o] 
-51 an 9 Apr 











+6601 








11.2 Apr 
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South Africa 

















21 May + 









‘Estimate. Tinchudes gold. #Visible and invisible trade balance. §New series 


11.0 Ap 






































Currency units _ interest rates Stockmarkets % change on | 
__per$ perf short-term Jul tst ___ Dec 31st 1997 f 
Jul ist year ago Jul tst % p.a. one in local in$ | 
week currency terms | 
“37 - 61 i 

129 + 30 


OH 
24,060 



























































267,530 149.280 44: 








32.3 























| Sources: National statistics offices, central banks and stock exchanges; DatastreamACY; EIU: Reuters; S8C Warburg; 1P. Morgan; Hong Kong Monetary 
i Authority; Centre for Monitoring Indian Econorny, Bank Negara indonesia: Malayan Banking; Phil 
| Hoare Govett Asia: FIEL Baring Securities, Merrill Lynch, Bank Leumi Letsrael; Standard Bank Group; Akbank; 
i feonomic Trends. 
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If the world 
is really getting smaller, 
being “global” just isn’t 
the big idea anymore. 





i = i! 
ta d 
$ Am Lainey sity of 


-fì 
a \ Caenia 7 j 
$ R 2 
f 
w OS 





These days, everybody says they're “giobal” 
But saying you're global isn't the same as “being” global. 
` It’s not just where you are, it’s how you are there. To us, 
being global means being completely local. Entirely at home. 
The way we are in 100 countries around the world. 

Our job is to understand a country by its people, not just 
by its airports. To grow our customers’ business by 
understanding the issues that are literally around the corner. 
Not just around the world. And that’s a big idea. 
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NOKIA 


CONNECTING PEOPLE 


They get into your 
suitcase, hide behind 
your desk and are 
constantly trying to 
wrap around your feet. 


That’s why we 
put a fax, e-mail andi 
f internet access 
all into a phone. 

We call this 
human technology: 


http://nokia-asia.com 
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ON THE COVER 
Once again, Russia is on the brink of 
disaster. Once again, western govern- 
ments are being asked for financial help. 
If the economy goes, it is argued, so will 
Boris Yeltsin, and with him the best hope 
of building a secure democracy in 
Russia. It makes sense to help, but the 
issue is far from clear-cut: leader, page 11; 
Russia’s never-ending crisis just got 
| Worse, pages 17-19 
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“Justice in the world ity. The new court could project 

the effects of individual criminal 
behaviour on to the internation- 
al plane. 

These implications subvert 
the current structure of interna- 
tional relations. Both may help 
international law transcend pol- 
iticsand serve those who ought to 
benefit from it; that is, people not 
governments. It is a revolution- 
ary approach and the current 
debate shows the reluctance of 
America and France, among oth- 
ers, to give up political power to 
the stronger rule of law. 
Cambridge Dominic RAAB 


eee alt 


‘Sir—You suggest that the estab- 
lishment of a new international 
court (“A new world court”, June 
Bth)is a “straightforward task”, 
hamstrung by the big powers’ 
“ambivalence...about interna- 
tional law.” This understates 
“both the radical nature of the 
proposed court and the various 
‘objections. 
International law is tradition- 
ally conceived as a compact 
between consenting states and is 
horizontal in that the law is 
"made and often applied by states 
“yather than a supranational 
institution. The history of this 
century has shown the egregious 
failure of such a system to pre- 
vent war, genocide or the foster- 
ing of any positive goals of the 
-u “international community”. The 
paradox of international law is 
that if the law is merely descrip- 
tive of what states agree to do, it 
becomes an apologistic gloss on 
their actual behaviour. 

However, the new court could 
be made to operate indepen- 
dently of state consent, confirm- 
ing that states are subject to 
intentional law rather than it 
being subject to their whim. This 
would require independence 
from a Security Council ambiva- 
lent about pending cases due to 
one members political alle- 
giances and a strong indepen- 
dent prosecutor. 

Furthermore, although indi- 
viduals are not subject to interna- 
tional law they could be capable 
of benefiting from it. Yet they 
have rarely been given the proce- 
dural capacity to make this a real- 





Crime and punishment 


Sir—In your leader on the mur- 
der of James Byrd in Texas (June 
20th) you argue against stiffer 
penalties for hate crimes. You 
reject the idea that the justice sys- 
tem should take into account the 
history of racism in America and 
appeal instead for acts of vio- 
lence to be punished on their 
own merits. 

However, in the following 
leader you say that the decision 
to intervene in Kosovo should 
not be made solely on a judg- 
ment of whether or not the Serbs’ 
actions are wrong but should 
take into account the explosive 
context of the Balkans and what 
signals action or inaction against 
the Serbs might send to others. 

In another leader you appeal 
for the English football team to 
pull out of the World Cup if their 
fans commit any more mayhem. 
Thus you single out these particu- 
lar brawlers for special treatment 
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owing to the long history of 
“hooliganism” perpetrated. by: 
English fans. 

Like the response to Serbian 
aggression or English yobbism, 
the context of racially-motivated 
violence in America must deter- 
mine the appropriate response. 
America is a country with an 
extreme mix of ethnic, religious 
and lifestyle groups and has a 
history of violent persecution. 
Special penalties against those 
who commit or incite violence 
against one of these groups are 
necessary. both to dissuade 
would-be extremists from action 
and to persuade members of 
minority groups that violent 
revenge is unnecessary because 
the state will act on their behalf. 
Scott TAYLOR 
pres emis = i B 





War on drugs 


Sır—You say of Colombia (June 
27th) that “unless [an end to vio- 
lence]can be achieved ...any pre- 
tence of tackling drug-dealing [is] 
entirely empty, since the guerril- 
las and their paramilitary rivals 
alike live off that trade.” 

You have the situation back- 
wards. So long as these forces can 
live offillicit drug profits, the vio- 
lence will continue. In Cali 
recently, everyone I talked to 
asked how they could help 
change the United States policy 
of drug prohibition. “Only the 
‘narcotraficantes’ want the war 
on drugs to continue,” I was told, 
“because prohibition is making 
them billionaires. The violence 
will not end until that policy is 





changed.” 

St Paul, 

Minnesota BILOINE YOUNG 
mo sain Sai Mt 
Turning on 


Sir—You are right that competi- 
tion between. digital. television 
providers could dissuade cus- 
tomers from buying digital 
receivers (“Chris Smith’s digital 
dare”, June 27th). Viewers should 
be able to switch between 
providers without needing to 
buy a new set-top box or many 
will be discouraged from buying 
any of the rival systems. This will 
adversely affect the success of dig- 
ital television as a whole. 


ing that spp and BSkys work 
together to avoid creating dam- 
aging uncertainty in the public's 
mind and is also holding a pub- 
lic consultation on the issue. 





Gary TONGE 
Winchester ITC 
ee ý | 
School report 


Sir—As a parent in Ontario who 
lived through the nightmare of 
the Hall Dennis report and its 
implementation. in the early 
1970s, 1 can sympathise with 
Britons who have been similarly 
victimised by Lady Plowden’s 
policies (June 20th). The discour- 
aging aspect of these “progres- 
sive” changes in our education 
system is that reasoned criticism 
seems to be ignored or put down. 
The education system in 
Ontario is only now being 
reformed thanks to a conserva- 
tive government whose minister 
of education is tough enough to 
place the interests of students 
ahead of teachers’ unions and 
professional educators. 
Kanata, 
Ontario ALLAN TAYLOR 
See 7 a 





Hedge trimming 


Str—Your article on hedge funds 
(june 13th) underestimates their 
number and the assets con- 
trolled by them. The figures 
appear to be based on the Man- 


: aged Account Reports database. 


This does. not include many 
funds that are closed to new 
money. Also funds that perform 
poorly and American limited 
partnerships do not report their 
results and so do not appear on 
any database. Our best estimates 
put the number of funds at 4,000- 
5,000 with assets considerably in 
excess of $250 billion. 
Dion FRIEDLAND 
Hedge Fund 
Washington,DC Association 


High estimate 


Sır—Your Seattle correspondent 
(June 27th) tells us that $6,000 per 
pound of Canadian marijuana is 
equivalent to $2,700 per kilo- 
gram. Has he been sampling the 
merchandise? 

Kuala Lumpur RoGER TONGE 
= K ei 
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We're the world’s 
favourite airline. 


_ Pass 


British Airways is one of the ultimate British corporate success stories 
Every year we carry over 40 million customers to 162 destinations 
world-wide, Customer care is a near-obsession, as we aim to become 
the world’s leading passenger service business. We are ser to be the 
lynch-pin of a global alliance linking carriers across the continents. 

A name like British Airways is always going to attract 
controversy and criticism. Any business opportunity is monitored by 
our rivals, while stakeholders carefully evaluate corporate 
movements, The British media analyse every company related issue 
regarding travel, passengers, planes and much more 

Our communications function bears the brunt of that coverage 
We are looking to add several able and vigorous PR Professionals 
(with or without airline experience) to blend with our experienced 
communications team. It is this team that will get our message across 
to customers, policy makers, employees and shareholders. 

Our communication needs stretch across brand marketing, 


investor relations, public affairs and issues management. The hours 


www. british-airways.com 
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PR Professionals 


are long and the team is constantly on call. You will need plenty of 
energy and enthusiasm as well as a commitment to openness and 
candour. A journalistic background and strong news instincts would 
be useful. These key roles will offer excitement, variety and 
intellectual challenge. In addition, you can expect a respectable 
salary and the benefits you would expect from an airline of our size 

If you think you have the approach we are looking for, please 
send your CV with salary details quoting reference Comms/ST, to 
Simon Walker, Director of Communications, c/o British Airways 
Recruitment, Meadowbank, PO Box 59, Hounslow, Middlesex 
TW5 9QX. Closing date: 27th July 1998. 


BRITISH AIRWAYS al 


The world's favourite airline 





_ EXECUTIVE FOCUS 


United Nations Office for Drug Control 
and Crime Prevention (ODCCP) 


The United Nations International Drug Controi Programme (UNDCP) through its 

| Regional Centre at Bangkok is launching a regional drug demand reduction project for 
‘Fo the "development of institutional capacity for drug demand reduction among high risk 
groups” in Cambodia, China, Laos, Myanmar, Thailand and Vietnam, and is filling the 
following position. 


PROJECT MANAGER (L5) 


Main responsibilities 
incumbent will manage, coordinate, implement and report project progress, under the 


| ssapervision of the UNDCP Regional Centre Representative or designate. Specific 


duties will inciude: 


Manage the project within the established design or intervening modifications, 
Plan and coordinate activities with national counterparts; 

Report to UNDCP and the Project Advisory Committee, 

Recruit and supervise two project staff, national coordinators and short-term 
consultants. 


Profile 
Advanced University degree in social sciences; 
Training in field of drug demand reduction, including rapid assessment techniques; 
Sixteen or more years of professional experience including minimum ten years 
related to project management; 
Preferred experience in demand reduction with high risk groups; 
Strong communication skills with ability to effectively perform in a complex working 
environment; 
High fluency in English with preference for one other language in the region. 


Salary and Benefits 

The responsibilities of the post are the L5 level with an indicative minimum net annual 
remuneration of US$64,159 without dependants and US$69,092 with dependants, 
including post adjustment. 


Before a deadline of 24 July 1998, applicants should submit a detailed curriculum vitae 
to: VA 98 VI 14, HRMS/UNOV, Room E-1043, Vienna International Centre. P.O. Box 
500, A-1400, Austria. Telex: 135612 uno a. Fax: (43 1} 21345 5886. 


CHIEF SCIENTIST 


The Center for International Forestry Research (CIFOR) is one of 16 international research 
institutes supported by the Consultative Group on International Agricultural Research (CGIAR). 
CIFOR endeavours to improve forest conservation and management in tropical developing 
countries through problem-focused, strategic research, We recognise that there are fundamental 
links between human well-being and forests, and our research aims to eliminate rural poverty 
and improve environmental quality by understanding and exploiting these linkages. CIFOR is 
funded by 29 government and development-assistance agencies and employs 120 staff 
members, including 37 internationally recruited staff from 22 countries. Our research is 
undertaken through collaborative arrangements with a global network of research partners 
working throughout the tropics. 


CIFOR seeks an outstanding scientist to provide leadership to the interdisciplinary project teams 
charged with achieving our research mandate. The Chief Scientist will serve as principal mentor 
and coach for the teams and will ensure that our research meets international standards of 
quality and scientific rigour and contributes directly to the achievement of CIFOR’s mission and 
objectives. The Chief Scientist will travel extensively throughout the tropics to accompany 
scientists to the field, giving special emphasis to CIFOR `s ecoregional focus sites in Africa, 
Asia, and Latin America. The Chief Scientist will also lead the process of setting research 
priorities and assessing impacts of CIFOR’s research. 


‘The successful applicant will have an excellent publication record and will be expected to write 
strategic syntheses to deliver CIFOR's message to stakeholders and international fore. Fluency 
in English is essential, and the ability to function in one or more additional languages common 
in the tropics would be an important advantage. The proven ability to provide scientific 
leadership in a multi-cultural setting is of special importance. preferably including field 
experience in developing countries. Applications from both social and biophysical scientists are 
encouraged. 


The Chief Scientist will be based at CIFOR’s head office in Bogor, indonesia, 59 km south of 
Jakarta, The successful applicant will be expected to join CIFOR in late 1998 or early 1999. 
CIFOR offers an internationally competitive salary, an excellent benefits package and a 
stimulating work environment. We believe that diversity of staff contributes to excellence, and 
we therefore encourage women and developing-country nationals to apply. Applicants should 
send a letter of interest and curriculum vitae, plus the names and cont&&t information for three 
referees, to the address below. The position will remain open until filled but evaluation of 
applications will begin on | September 1998. All applications will be acknowledged. 


To learn more about CIFOR and Bogor, visit our Web site at http://weew.cgiarorg/cifor 


Reference: EC 110798 

Human Resources Manager 
CIFOR 

P.O. Box 6596 JKPWB 

Jakarta 10065, Indonesia 

Fax: +62 251 622100 

E-mail: m.paiement@cgnet.com 





International Institute for Strategic Studies 


Administrative Director 


The International Institute for Strategic Studies (HSS), the premier 
Research Institute devoted to the study of conflict, seeks a capable, 
experienced individual to assume overall responsibility for 
administrative and financial functions from December 1998. This is 
a senior directing staff position, reporting to the Director of the 
Institute and (as Secretary) to the Chairman of Council. The Institute 
is incorporated as a Company Limited by Guarantee and is a UK 
Registered Charity. Principal responsibilities of the post include: 


* Company Secretary's duties, including provision of full 
Secretariat service to the Council and other governing bodies. 

e Accounts, annual budget, budgetary control and management, 
financial procedures, taxation and reports for foundations and 
other funders. : 

* Staff administration, terms of reference and conditions of 
employment, administration of the pension scheme. 

e General administration, to include: membership services, facilities 
and building, professional services, insurance, information 
technology and related functions. 


The individual selected will preferably be a Chartered Secretary or 
hold a similar professional qualification, and should have 
experience in an educational or similar non-profit environment, The 
salary will be commensurate with that for a leading international 
non-profit organisation and will depend on qualifications and 
experience. 


Letters of Application with a full curriculum vitae and the names and 
addresses of three referees, should be forwarded to: The Director, 
HSS, 23 Tavistock Street, London WC2E 7NQ, to arrive not later 
than 31 July 1998. 





UNITED NATIO 


United Nations Office in New York 
DIRECTOR, CODIFICATION DIVISION (D-2) 


The Office of Legal Affairs in New York has an opening for the position of 
Director, Codification Division. Under the guidance of the Under- 
Secretary-General, the Legal Counsel, the incumbent: directs the 
Codification Division, which assists legal organs of the UN in undertaking 
research and preparing studies in matters relating to the progressive 
development of international law and its codification and in providing 
secretariat services for such organs; acts as Executive Secretary of 
plenipotentiary conferences for the elaboration of international conventions 
and other international instruments; acts as Secretary of the Sixth 
Committee of the General Assembly, the International Law Commission, 
special or ad hoc committees or other legal bodies established by the 
General Assembly. The incumbent also establishes and executes the work 
programme of the Division, this includes: exercises overall supervision for 
the internal administration of the Division's prograrnme; exercises overall 
supervision for the preparation of substantitive reports and publications; 
represents the Division, as appropriate; supervises the officers of the 
Division and takes responsibility for the proper performance of their work; 
represents the Secretary-General, whenever required, at sessions of legal 
organs served by the Division. 


Requirements: Advanced university degree in law or international relations/ 
politics. Minimum 17 years of extensive, diversified, progressively responsible 
experience at the national and international level. Fluency in English or 
French with good drafting capability; working knowledge of another UN 
official language is highly desirable. 


Preference will be given to equally qualified women candidates. 


Remuneration: Depending on professional background and experience, 
annual net salary from US$138,870 without dependents to US$ 141,789 with 
dependents plus corresponding entitlements. Closing date for receipt of 
applications: 10 August 1998. Detailed curriculurn vitae including date of 
birth and nationality should be sent to: 98-L-OLA-O85-NY/Recirc/CB Staffing 
Support Section, Office of Human Resources Management, Room 
S-2560K, United Nations, New York, NY 10017, USA, Fax: (212) 963-3134, 
E-mail address: staffing@un.org. 
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This is a call to arms. 


This is an invitation to ‘ieee Ds 
the future. 


Do you want to help 
companies create new 
wealth? 


“Joint us in maling Strategy Innovation the 
strategosnet.com/join next great competitive advantage.” 


Gary Hamel 


SOUTH BANK CENTRE 


CHIEF EXECUTIVE 


London’s South Bank Centre, one of rid’s leading art o nearly 5 million visitors each vea 
ival Hall, Englands Naps concert b hall, The Que ent izabetl Hal fi Purcell Room, the Hay 
Ex ubitions Service the Arts Council ¢ y Libr iry inne ST iall vel 


responsible for th 


ward Gallery, the 
ollection, the Saison Poct for literary even 
adjoining site of 27 acres and is planı ng a significant redevelopment of the buildings and site 
is central to its artistic and commercial future 


The Governors of the South Bank Centre seek 
strategy which will enable the Centre t 
T} 

The 


1 Chief Executis sion and an artisti 


c and commerci 
) flourish under it 


of music and the visual arts 
successful candidate must be able to demonstrate 


@ An innovative , Strategic, artistic and entre pre I iria 
An all-round underst 


A track reco 
First class 


anding of the performing and visu 


rd in managing a large-scale id diver 
people management and comn 
Proven skills in financial management and 
An ability to 


unication skills 


DUSINCSS pl nonin 
manage yartnerships, yarticular in fundraisin 
g | g 


An unders tanding ot cap ital pre HEcts an the n inagement ol pubis funds 


Please write for an information pack to Mrs Claire Arnold, Manz aging Director, A.,T. Ke arney Executive Search 
Lansdowne House, Berkeley Square, London WIX 5DH. Telephone 0171 t68 8718 
claire.arnold(@atkearney.com. Please quote Ref, SBC2 on all correspondence 


The closing date for appl ns is 7th August, 1998 


or e-mail 


Af KEARNEY 





THE ECONOMIST JULY LITH 


~ 








Regional Health Policy Advisor 
The USAID Regional Economic: Development Services Office for East and 
‘outhern Africa (REDSO/ESA) wishes to contract for the services of a U.S. 


jtizen or U.S- resident alien to serve as the Regional Health Policy Advisor 
(HPA) stationed in Nairobi, Kenya, and assisting USAID missions throughout the 


“Required qualifications are: (1) Experience and expertise in health policy 
-development and reform, including technical knowledge and experience in health 
policy research and analysis, health policy development and reform, and health 
‘project’ development and implementation, (2) Cognizant of recent political 
developments in the ESA region and an up-to-date understanding of the policy 

} priorities of present African governments, (3) Advanced degree in public health, 
‘public policy, or related field; doctoral level degree is highly desirable: (4) 
Successful experience with USAID and/or other donor agency project design and 
implementation policies and procedures; (5) Excellent communication skills in 
English required, with-fluency in French or Portuguese highly desirable; (6) 
Demonstrable skills in writing: (7) Facility with electronic data analysis and 
“presentation, Of particular importance for this position are both experience and a 
track record in managing an office or team of health professionals and health 
“activities and projects, as the HPA will serve as the Deputy to and alter ego of the 
REDSOVESA Health Team Leader, This Personal Services Contract will be for 
two years, with option to extend up to five years, subject to continued need for the 
position and the availability of funds. The selected individual will be required to 
obtain a U.S. government secret security clearance and s/he and any 
accompanying dependants will be required to obtain a medical clearance prior to 

| faking. up the position. USAID especially encourages women and minority 
individuals to apply for this position in accordance with Part 19 of the Federal 
Acquisition Regulations. Submit applications, resume with complete CV, 
statement of previous work experience, salary history and professional references 
to: Contracting Officer for HPA, PSC REDSO/ESA/PRO, via U.S. Postal Service; 
unit 64102, APO AE 09831-4102, via international mail: P.O. Box 30261, Nairobi, 
Kenya: and via courier to: USAID Towers, The Crescent Parklands, Nairobi, 
Kenya. Resume with SF 171 or optional form 612 is preferred. Forms can be 
obtained from U.S. Post Offices. Fax submissions to 254-2-748607/743204 are 
acceptable. E-mail applications will not be accepted. Submission must be received 
no later than 3pm on July 31, 1998. 


Principal Economist 


we The World Bank is seeking a highly qualified senior level economist to join the 
Bank Development Prospects Group (DECPG), which is involved in developing and 
documenting the Bank’s views on the state of the world economy. This includes prospects for world 
economic activity, trade, financial flows, and price trends and their implications for developing 
countries. Other important aspects of the group's work include the production of two major 
publications on the global economy, Global Development Finance and Global Economic Prospects, 
briefings for senior management, analysis and projections of the global economic environment for 

; Bank staff and the outside world, and cross-support activities. 





“The Principal Economist will serve as team leader for the Global Trends team, which is responsible 
for providing high quality monitoring, analysis, and projections of the world economy to the Bank 
and its member countries, and will contribute to other DECPG teams as well. Specific 
responsibilities will include: 


+ leading DECPG’s efforts to monitor global macroeconomic activity and its implications for 
developing countries: 

+ analysing current events and long-term trends in economic activity and providing written 
contributions to major papers; 

* gn occasion, serving as Task Manager for chapter | of the Global Economic Prospects paper 
(GEP) and the GEP Update, 

> contributing to the Group's efforts to advise the Regions on issues related to global integration: 

< providing substantial input to teams involved in upgrading the data and projections 
infrastructure, 

+ strengthening DECPQ’s ties to market participants, 

+ occasionally contributing to briefings for senior management on recent events. 


Selection Criteria 
Advanced degree in economics, PhD preferred. 
High-level skills, substantial experience, and recognized expertise in open-macroeconomic 
analysis, trade, and global projections, with particular emphasis on the ability to supervise both 
modeling and analytical work; expertise in both short- and long-term projection methods using 
large multi-country models essential. 
Excellent written and verbal communications skills; ability to comnufhicate ideas effectively 
and to write quickly and clearly under pressure, 
Demonstrated ability to manage a smal} team and inspire teamwork, while setting standards and 
exercising hands-on quality control; strong interpersonal skills and demonstrated track record of 
working in a team environment with multiple priorities and tight deadlines. 


The World Bank offers aw internationally competitive compensation package including expatriate 
benefits. Qualified candidates should send a detailed curriculum vitae, including a list of 
publications and other written work of which they are the primary author, by July 27, 1998, to: 
World Bank Recruitment Unit, Room 95-025, Job Code DECPG, 1818 H Street, NW.. 
Washington, D.C, 20433; Fax (202) 522-2148. 

Please note that only shortlisted candidates will receive correspondence. 








is a Paris-based international consultancy company specialised in socio- 
anthropology, marketing and corporate strategy. Our main craft consists 
in understanding social change from a cross-cultural viewpoint, its 
impact on markets and businesses and in helping companies Meet their 
clients unmet needs. 


We are at present looking for. 


A Senior Consultant | 


capable of taking over major responsibilities in our company 
The candidate should be of English or American nationality (with valid 
working papers) 

be prepared to relocate to Paris 

apart from English, speak French and possibly German 

be entrepreneurial, capable of developing a product 


have excellent commercial skills.and experience in high-level 
marketing and strategic planning, especially internationally 


be specialised and have a keen interest in new technologies 
possess good interpersonal and communication skills 


have at least 8 years experience ina business or consultancy 
enviroriment; be capable of piloting a working process from a 
first analysis to the implementation of recommendations 


demonstrate a pronounced interest in social sciences (sociology 
and applied anthropology) : : 


DOSSO EASE 
Please send CV and cover letter to: 


Socioconsult Sociovision, 16 rue d’ Athénes, 75009 Paris/France 
E-mail: socioco@worldnet.fr — 






























INTERNATIONAL POSITIONS AVAILABLE 





The Department of the Treasury is competitively recruiting individuals to serve as long- and 
short-term budget/macroeconomic advisors to governmental officials of transitional and 
emerging economies. Resident assignments may include but are not necessarily limited to 
Russia, Bosnia, South Africa and Hungary. For budget development, Advisors may assist in the 
creation of laws and regulations, improved budget classification schemes, incorporating better 
forecasting methodologies into the budget process, and assistance in implementing new 
procedures and budget presentations. For budget execution, Advisors may assist in 
establishing/strengthening treasury functions, including developing pew expenditure 
regulations, charts of accounts and other coding structures. and cash rnanagement/debt 
management systems. Advisors may also assist in the structuring of a governmental accounting 
system. When appropriate, Advisors will assist counterparts in on-going budget policy in issue 
areas such as pensions or health finance. 






Economists may assist in formulating macroeconomic analytical structures and policies, 
including upgrading economic models, and evaluating the capacity of private savings to support 
government borrowing, the ability of governments. to sustain international commitments, and 
the quality of data feeding economic models, Available missions include both resident and 
intermittent positions 


Qualifications; Applicants should be self-starters. Prior overseas work experience and language 
skills would be distinct advantages. A Master's degree in ‘public finance or related field is 
required. Salaries are negotiable in accordance with government regulations and negotiated in 
line with current salary history and market comparability of similar positions as follows: 


Salary and Benefits: Salaries are negotiable to a maximum amount set for Resident Advisors in 
the categories of Budget Policy, Treasury Functions, Macroeconomic Policy and Budget 
Systems with compensation on a per annum basis between $72,525 - $108,600. Overseas 















subject to a background investigation-at the appropriate level. 


To apply send resume with cover letter, and/or SE-171 or OF-612, within 30 days of the 
appearance of this notice, to: 


U.S. Department of the Treasury 
ATTN: Budget/Dean Ergenbright 
1730 K Street, NW Suite 204 
Washington, D.C. 20006 





Applications will not be acknowledged: only applicants to be interviewed will be contacted. For 
application materials, please call (202) 622-3043, 


The U.S. Government is an Equal Opportunity Employer. 


THE ECONOMIST. JULY 1ITH 1998 





& IFAD 


INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT 
Via del Serafico No. 107, 00142 Rome, italy Fax 39 06 5043465 


seeks 
LEGAL COUNSEL P3/P4 


DUTIES and RESPONSIBILITIES Draft, negotiate, finalize, interpret, 
execute and amend agreements and other documentation related 
to IFAD’s mandate and operations. Provide legal advice and 
assistance to in-house and external clients. Assist the General 
Counsel as required in corporate and administrative matters. 


QUALIFICATIONS and EXPERIENCE Law degree with 7 to 10 
years’ working experience in international development law, 
business law, or international law. Knowledge of international 
development financial affairs, economics and corporate finance 
would be an additional qualification. Excellent knowledge of 
English and French, plus Spanish or a combination thereof-an 
advantage. Ability to work on own initiative with high degree of 
professionalism. Ability to work in a multi-cultural environment. 


Gross Salary Range from USD55,700/68, 181 to USD78,078/92,355 
per annum plus post adjustment. 


Please send 2 copies of detailed curriculum vitae in English to 
Personnel Division not later than 11 August 1998. 


Only shortlisted candidates will receive an acknowledgement 
Applications from women candidates are particularly encouraged 


ff PR R 
THE FORD FOUNDATION 


ECONOMISTS 
FOR CONSULTING 


PricewaterhouseCoopers is seeking experienced and well 
qualified economists to strengthen its energy and utilities 
consultancy practice. 


We provide advice on business strategy, economic financial 
and business analysis, industry restructuring, privatisation, 
regulation and competition issues. 


Our international clients include companies, governments, 
investors and regulators in the energy, transport and utility 
sectors. 


We are looking to recruit high quality economists with 
expertise in these sectors. 


We offer a comprehensive benefits package with excellent: 
training to support your personal development. If you can 

add strength to our team, please write with full career and 
salary details to Jackie Alexander, Management Consultancy 
Services, PricewaterhouseCoopers, 1 Embankment Place, = > 
London WC2N 6NN or jackie.a.alexander@uk.pweglobal.com 
quoting reference E9778 on both envelope and letter. 3 


PRICEWATERHOUSE(GOPERS (3 


The Ford Foundation, a private philanthropic institution that serves as a resource for innovative people and 
institutions worldwide, is seeking Program Officers in Moscow and New Dethi. 


New Delhi Office: 
Position #194E: This position will be 


Moscow Office: 


Position #737E: This position will be 


Moscow Office: 
Position RUSI#: This position will be 


responsible for developing a grant-making 
program focused on strengthening the local 

|| philanthropic and non-profit sectors in South 

| Asia. Priorities include: nurturing institutions 
engaged in indigenous grantmaking and 
organizational support activities; strengthening 
‘fiscal and regulatory frameworks to promote 
indigenous philanthropy: increasing public 
understanding of private philanthropy and its 
role in South Asia; and enhancing the NGO and 
development sector by strengthening relevant 
institutional coalitions and intermediary 
institutions. 


Qualifications: Extensive experience in 
institutional development; involvement w/social 
change organizations and philanthropic sector; 
graduate study in relevant discipline; knowledge 
of South Asian languages and experience 
managing large grantmaking portfolio; strong 
organizational and communication skills. 


responsible for developing a grant-making 
program focused on strengthening the higher 
education sector in Russia. Priorities include: 
promoting the development of higher education 
policy, including the financing of higher 
education; widening access to higher education: 
and promoting innovations in curriculum 
development and teaching. Current projects 
include support for social policy research and 
for research and teaching methods in the social 
sciences and gender studies, 


Qualifications: An advanced degree in the social 
sciences or comparative education: professional 
experience in the field of higher education; the 
ability to conceptualize programming ideas and 
strategies; fluent Russian and English, including 
excellent writing skills in English; recent 
sustained work in Russia; strong organizational, 
interpersonal and communication skills. 


responsible for: developing a grant-making 
program focused:on the arts, culture and medi: 

in Russia. Priorities include; promoting the 
sustainability of cultural and arts institutions: 
widening access to arts education, with iN 
particular reference to the regions; strengthening 
the role of media in-society; promoting the 
freedorn and quality of the media, and the 
development of media ethics. The Program 
Officer will build on a small number of grants, 
relating to these themes, made within the 
Human Rights and Civil Society program 
portfolios. 


Qualifications: An advanced degree in the arts ` 
or humanities; professional experience in the 
fields of culture, the media or in arts 
management; fluent Russian and English, 
including excellent writing skills in English: 
recent sustained work in Russia; strong 
organizational, interpersonal and 
communication skills. 


To apply: please send a cover letter indicating position #, resume and brief writing sample, preferably by August 15, to Ms. S. Gordon, The Ford 
Foundation, Human Resources, 320 East 43rd Street, New York, NY 10017, USA. The Ford Foundation is an Equal Opportunity Employer. 
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People can correspond. 


Why not banks? 


Of course banks can correspond téo, but some 
do it better than others. If you want the right 
correspondent in Turkey, we suggest you the one 
which Thomson Bankwatch rated highest among 
all emerging market banks, The Turkish bank 
whose high regard in the international financial 
community generated $930 million worth of 
financing in 1997. The bank that has completed 
several asset-backed securitization programmes 


with maturities of 5-7 years. The bank that was 
selected as the “Best Bank in Turkey” by 
Euromoney for 3 consecutive years. 

Then again, who could be a better choice than a 
bank that handles 14% of Turkey’s exports and 
7% of Turkey’s imports? A bank whose foreign 
currency business volume totalled $20 billion in 
the first 6 months of 1998. In short, the bank with 
global standards and local strength: Garanti Bank. 


$8] GARANTI BANK 


For further information please contact Mr. Ergun Ozen, Executive Vice President. 
63 Büyükdere Caddesi, Maslak 80670 Istanbul/Turkey Tel, Fax: (90-212) 285 40 40 Telex: 27635 gati-tr http://www.garantibank.com.tr 
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The price of an icon 


NCE again, Russia’s finances are on the 

brink of disaster. Once again, the beg- 
ging bowl is out. Once again, agonised west- 
ern governments, led by the United States, are 
contemplating shelling out for fear of being 
blamed for “losing Russia” if they do not. 
Once again, it is hard to be sure that such gen- 
erosity is, in Russia’s case, sensible. 

By putting geo-politics before hard-nosed 
economics, is the IMF, which is being asked to 
put the main dollop into the begging bowl 
before passing it round, debauching its own 
purpose—to lend only on the safest assump- 
tion that the money will come back? Why 
prop up Russia’s rouble when other basket- 
cases, such as Indonesia, whose economy is bigger than Rus- 
sia’s, were blithely told only last year that their currencies 
were not worth supporting and that help should be directed 
at a general economic restructuring, not a bailing out of 
banks? Is there any reason to believe that Russia will not blow 
the money away, after letting its richest and most grasping 
citizens pocket great wads of it while ordinary folk sink fur- 
ther into misery? Is there the slightest chance that a Russian 
bail-out, this time, will work? 

Certainly, there is a powerful case for the West to turn its 
back on Russia and let it stew in its own juices, until such time 
as it has done what it has long promised—rebuilt its financial 
and legal systems, enabling it to draw investment from out- 
side in an open global market. Many of the westerners who 
are crying loudest for others, essentially the Fund, to save the 
rouble are those same punters who knew they were taking a 
big risk by playing the up-and-down Russian stockmarket in 
the first place; and a bail-out may well help them more than it 
helps ordinary Russians. Meanwhile, the Fund, which is cash- 
strapped itself, has already provided Russia with generous 
loans (more than $9 billion over three years) whose condi- 
tions, as things stand, are periodically flouted. 

Over the past few years, Russian governments have sol- 
emnly promised to enact rafts of economic reforms—espe- 
cially in the field of taxation—but have failed to deliver. Why 
should this one behave differently? Even ifit tries to, has it the 
ability and the clout to push change through? The entire eco- 
nomic system in Russia is so crooked and leaky that there is 
no knowing where the money will go. 

Even if the ımr, the World Bank, friendly governments 
and commercial banks do all weigh in, it is unclear that Rus- 
sia’s current reform-minded government will survive. Cer- 
tainly it is too late to set much store on the word of Boris Yelt- 
sin, Russia’s ailing and erratic president. Whatever happens, 
he will almost certainly remain a lame bear for his remaining 
two years in office—assuming his health and political nerve 
hold up that long. In the current crisis, he has at least been 
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consistent in backing his new prime minis- 
ter, Sergei Kiriyenko. But in the past, Mr Yelt- 
sin has often distanced himself from neces- 
sarily unpopular measures, thereby lessening 
the chances that they may be enforced. There 
is no guarantee he will not impetuously de- 
cide, if the going gets too rough, to sink this 
government for yet another. Even now, his 
ability to influence the course of events—by 
rallying public opinion, by cajoling parlia- 
ment, by giving the government his moral 
support, by issuing decrees—seems to be wan- 
ing, as dangerous forces of opposition start to 
wax. “Backing Yeltsin” hardly has the ring of 
sense it had a few years ago. 

All these reasons for not helping Russia out of its current 
mess have merit. Moreover, stabilising the rouble may not 
stabilise the country. The political situation may prove so 
rickety that the rouble may, in three months or so, still crash— 
whether the ımF has backed it or not. Yet, despite all of this, it 
is still worth a try. 


One last chance 


Today's Russia problem is bigger, and more urgent, than Mr 
Yeltsin. Put simply, the argument for helping Russia now is 
that it would give its new government a chance of steadying 
market nerves, and thereby provide a long enough breathing 
space—a year or so—for reforms to bite and to start benefiting 
people. If no help is forthcoming, there is every chance that 
the ensuing economic chaos, in the wake of a likely rouble 
crash, will not only bring down the current government but 
may even bring down Russia's rough-and-ready democracy. 

This is no idle fear (see pages 17-19). Russia is politically at 
its most fragile since October 1993, when the country divided 
between those, alongside Mr Yeltsin, who believed that a par- 
liament of part-Soviet lineage should not be allowed to para- 
lyse an elected, reform-minded presidency (and that bloody 
force was justified in subduing it) and those who thereafter 
believed Mr Yeltsin and the reformers to be devils. An unholy 
alliance of “reds and browns”—Communists and extreme na- 
tionalists—in today’s Duma and among growing groups of 
strikers and diverse malcontents across Russia is now flexing 
its muscles. The inflation-driven mayhem following a rouble 
collapse could shift power into the hands of a new, more xe- 
nophobic, anti-reform parliament. Mr Yeltsin could fall. An 
anti-democratic strongman could emerge, whether or not by 
election. In short, Russia’s future as a market-based, albeit still 
rough-hewn, democracy hangs in the balance. 

Two other big factors make Russia different from, say, In- 
donesia. The first is indeed geo-political. Russia remains a 
country with thousands of nuclear warheads, and nervous 
neighbours whose newly-resumed statehood would be under 
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threat if nationalist non-democrats took over in the Kremlin. 
- True, the mF should not apply political criteria to its terms of 
lending. That is why governments and commercial banks 
hould be encouraged to risk lending alongside the Fund. 
Second, Russia does have a genuine reform team in place; 
- Indonesia does not. Mr Kiriyenko’s government—Mr Yeltsin 
_notwithstanding—is the best-equipped to tackle the gargan- 
“tuan tasks ahead of it since communism collapsed six-and-a- 
half years ago. It includes a prime minister genuinely bent on 
` reform (not, like his predecessor, Viktor Chernomyrdin, more 
-concerned to keep the status quo) and a clutch of robust re- 
-formers in key posts. Note, too, that in the past two years Rus- 
“sia had achieved a steady currency and tolerably low infla- 





~ tion (around 10% a year). It is not Mr Kiriyenko’s fault that 





Asian turmoil has knocked the bottom out of emerging mar- 
kets. Nor is it his fault that oil and gas prices, on which Russia 
is hugely overreliant, have slumped. The package of spending 
cuts and tax reforms that he is striving, right now, to push 
through parliament is a good one. 

Mr Kiriyenko still needs to prove he has the political guts 
and skill to argue his fiscal changes past the Duma’s recalci- 
trants before its session ends next week. The IME should insist 
that this happens before any stabilisation fund is agreed to. In 
the end, outsiders can only help a Russia that is ready to help 
itself. But time is running out. Mr Kiriyenko—and Russia— 
deserve this last chance. 

m 








HE bigger the fanfare for a deal, the more sceptical should 

be the reactions it provokes. The hype surrounding this 
week’s announcement ofa strategic alliance between the Lon- 
don and Frankfurt stock exchanges, trumpeted to the press at 
London’s posh Savoy hotel, was impressively large (see page 
80). It deserves to be deflated. 

The link-up will, we are told, herald a single European 
capital market—at last. Such a market is certainly arriving, 
thanks not least to the imminence of Europe’s single cur- 
rency, the euro. A joint venture by Europe’s two biggest stock- 
markets may well lure in others, leading toa single large Euro- 
pean stock exchange. Yet it does not need a merger of stock 
exchanges to create a single capital market. America boasts 
the world’s biggest such market—but still has several ex- 
changes (though, admittedly, far fewer than Europe). The 
computer and the Internet may yet create more. 

The alliance was also hailed by some as a sign that Lon- 
don is not (or by others, confusingly, that it is) losing the battle 
to remain Europe’s largest financial centre. The reality is that, 
although there will continue to be such a fight—-especially if 
Britain remains outside the euro—the organisation and loca- 
tion of exchanges are largely peripheral to it. Bankers have 
shifted trading in German government bond futures from 
London’s expensive floor-based exchange to Frankfurt’s 
cheaper screen-based system, but without physically moving 
their traders. Indeed most German banks have been transfer- 
ring capital-markets business to London because that suits 
both their investment bankers and their clients. 

A stock (or futures) exchange is, after all, essentially little 
more than a bulletin board to match buyers and sellers, allied 
sometimes to a regulatory framework and related services 
such as settlement. The proper question abgut the Frankfurt- 
London tie-up is: will it be good for their ultimate customers, 
the companies who want to raise capital or the savers who 
want to invest it? It is not immediately obvious that consoli- 
dating competing national exchanges into one will benefit 
anybody bar the management consultants who advise on it. 

Yet the answer to the question may still be positive. The 
London and Frankfurt exchanges have both been spending 
huge sums on new technology; by pooling resources, they 
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Europe's exchange and mart 


Moves towards a single European stockmarket may be good for both companies 
and investors. But fragmented financial regulation needs tidying up 





should be able to cut costs substantially. Similarly, dealing 
with lots of different national trading practices has imposed 
extra costs on investors and companies that increasingly 
want to treat Europe as one market. And all capital-market 
users should benefit from the greater liquidity—the ability to 
buy and sell securities without moving prices against you— 
that market concentration brings. Even'so it is hard to be sure 
that this alliance will be beneficial until details such as 
whether there will be a common settlement system are fixed. 


A European SEC? 

One particularly significant detail that has not been much 
discussed is how and by whom the new marketplace should 
be regulated. As so often in finance, the established European 
stock exchanges have been slow to respond to their emerging 
single capital market. But national regulators have been even 
slower. And they remain extremely jealous of their turf. 

If competition is good for business, why not for regula- 
tors? It is true that some competition can be healthy, encour- 
aging for instance lighter regulation for wholesale markets 
with knowledgeable customers than for retail markets with- 
out. But there is also a risk of downward regulatory arbi- 
trage—trading on an apparently well-regulated exchange in 
London or Frankfurt, for instance, but responding to laxer 
rules set by, say, a regulator in Luxembourg or Lisbon. And 
there could be not only confusion but also extra costs for com- 
panies and investors if they have to understand and observe 
umpteen national rules about price disclosure; or to apply 
varying practices for settlement times; or to meet widely dif- 
ferent listing requirements. 

There are two possible answers. One would preserve the 
patchwork of Europe’s national regulators, but harmonise 
their rules. The trouble is that the quality of regulation de- 
pends not so much on formal rules as on familiarity with 
markets that only the proximity of market practitioners can 
bring—and many Eu countries are losing this. So a better idea 
would be to create a single pan-European regulator. That is 
the approach America adopted with the Securities and Ex- 
change Commission. It is time for Europe to follow suit. 
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Absurdly green 


Even the most fervent of anti-nuclear campaigners should oppose the Swedish 


government’s plan to shut down two reactors 


TIS often ticklish to balance protection of the environment 

against its cost. Sweden’s Social Democratic government 
has come up with a novel answer: a “green” policy that is not 
only hugely expensive, but may actually damage the environ- 
ment. It plans shortly to shut a nuclear power station that is 
efficient and safe; another is to be closed in 2001 (see page 70). 
If the courts permit the closures, Sweden will be poorer and 
dirtier—and may be more at risk from nuclear accidents. 

The idea of closing down Sweden’s nuclear industry 
emerged two decades ago, when a large majority of Swedes 
voted in a referendum to scrap nuclear power. But that (non- 
binding) vote told the government to move only gradually; 
no nuclear power station has yet been decommissioned. That 
is not fast enough for the present government. Nuclear power, 
it says, is dangerous: fallout from Chernobyl wafted across the 
country. Shutting the two stations will help boost renewable 
forms of energy. Admiring greens in other countries are talk- 
ing of following Sweden’s lead. 

That would be a big mistake. Nuclear reactors are hugely 
expensive, both to construct and to demolish; that is the 
strongest possible argument against building any more. 
However, once built, they are extremely cheap to run. So it 
makes sense to keep them going until the end of their working 
lives. The sums involved are not trivial. William Nordhaus, 
an economist from Yale University, has put the cost of phas- 
ing out all of Sweden’s 12 reactors by 2010 at $18.4 billion. 

What about the environmental gains? Renewable energy 
is too dear and too underdeveloped to replace more than a 
fraction of the lost power. Instead, more electricity will have 
to be generated from coal or natural gas, which will produce 


The Blair revolution, cont'd 


Evidence to support this week’s charges of corruption is thin—but the 


government has earned its embarrassment 


O FAR as the specifics of the new allegations made against 

his government are concerned, Tony Blair seems on pretty 
firm ground. On July 5th the Observer said it had sent a jour- 
nalist posing as a businessman to make contact with New 
Labour; he had discovered that party insiders were enriching 
themselves by selling confidential information, government 
appointments, meetings with ministers and officials, and 
other favours. It was a splendid story, except for the fact that it 
relied almost entirely on claims made by one such insider, 
Derek Draper, a laughably implausible man who, for once 
being modest, describes himself as “a bit of a boaster”. So 
when William Hague challenged Mr Blair in the Commons 
to answer the charges, the prime minister simply denied the 
Observers particular allegations and told his critics to pro- 
duce evidence of wrongdoing or shut up. 
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more greenhouse gases, increasing global warming and also 
contravening the recent Kyoto protocol. Nor would shutting 
the stations do much to reduce Sweden’s radioactive waste. 
Most of the waste from a nuclear power station comes from 
its irradiated reactor, rather than spent fuel: one more reason 
why, once a power station exists, it should generate electricity 
for as long as it is safe to do so. 

Is it safe? Sweden has a good record of nuclear safety; its 
government has the power to close dangerous plants without 
notice. But the two reactors the government wants to close are 
not in this category. Indeed the Swedish parliament has had 
to pass a special law allowing it to close private entities that 
are operating legally and according to their licences. 


Remember Chernobyl 

Swedes might retort that they are simply unwilling to stom- 
ach any nuclear danger, however minimal. But even on this 
basis, closing the two reactors would be wrong-headed. Sev- 
eral Russian and Baltic nuclear plants sell power to the Nor- 
dic electricity pool via Finland. An unintended consequence 
of shutting down the Swedish reactors will be to increase de- 
mand for electricity from these plants—none of which meet 
Swedish safety standards. 

Lithuania’s Ignalina plant, for instance, is one of Europe’s 
worst—and it is several hundred miles closer to Sweden than 
Chernobyl. Reactors in Ukraine and Russia, only a little fur- 
ther off, are more dangerous still. If Swedes want to spend 
money to improve their nuclear safety, it would be better to 
devote it to the poor and dangerous nuclear industry to their 
east, rather than wasting it on shutting down their own. 








Unless the Observer has new information, that may be 
that—to repeat, so far as the specific allegations are concerned 
(see page 62). But the specific allegations are only part of the 
matter. Despite the flimsiness of the evidence, this new cor- 
ruption story has hurt Labour badly, and deservedly so. There 
may be no proof, as yet, of improper conduct by anybody in 
the government, but the story has drawn attention to this gov- 
ernment's character; to its psychological flaws, let us call 
them. Mr Hague has accused the prime minister of nurturing 
a culture of cronyism. On that charge, at least, he has the 
prime minister bang to rights. 

New Labour came to power demanding to be judged by 
the highest standards. It rested its claim to office far less on the 
changes in policy it said it would introduce—for the most part 
it promised to leave policy unchanged, and has kept its 
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arrogant, smug, sleazy and self-serving; they wanted power 
not for the good they might do with it, but for pleasure and 
profit. They were divisive too, always ready to help “their” 
< people, never caring about the rest. How different was New 
~ Labour. This was a government that would listen not just toa 
preferred elite, but to everyone—New Labour was “the politi- 
cal wing of the British people”, in one of Mr Blair's more star- 
ting phrases. Never arrogant or smug, but pragmatic and 
purposeful, ever striving to do good. Honesty, openness and 
accountability would be the watchwords. 

What Britain has seen of New Labour and its friends in 
the past few days makes a mockery of all that. The Observer's 
worst charges, if sustained, would be more serious than the 
-cash-for-questions scandal that Labour used to bash the To- 
‘ries. But even if they aren’t sustained, the story conveys an air 
ofseediness and arrogance surrounding the party that is strik- 
_ ing in one which has been in office barely a year. Mr Draper, 
wide boy and bit of a boaster, is after all an authentic New 
` Labour Man—a member of the party for years, a bold 
moderniser no doubt, one-time trusty of Peter Mandelson (ar- 
chetypal New Labour fixer and Dome Secretary), an intimate 
of that circle of advisers and friends of Tony and Gordon that 
has spread across Whitehall. Maybe Roger Liddle, a top man 
in the policy unit in 10 Downing Street, did not vouch for Mr 


--word—than on its superior moral character. The Tories were 


Draper by telling the Observer's man that he was “part of the 
circle... and anyone who says he isn’t is an enemy*—but it 
would have been a plausible claim. F 

The government’s obsession with control and presenta- 
tion goes hand-in-hand with the roles accorded to Mr Draper 
and his kind, whether they are inside the government (for 
now) or just beyond it. If the media are to be kept on message, 
a trusted circle of friends, advisers and media manipulators 
is useful. Mr Blair can draw on an impressively large contin- 
gent of lickspittle mrs, but many of these are too paralysed by 
longing for advancement to make a good impression. That is 
where bright young types like Mr Draper come in: rather than - 
send a minister (who might commit the government to do 
something) or an Mp (who might forget his brief) before the 
cameras, put up a street-smart semi-detached clever-dick like 
Mr Draper. Trouble is, then you owe him something. 

One response to all this is to say: Well, what did you ex- 
pect? Politicians and their hangers on are much the same, re- 
gardless of party. What matters to them is getting and wield- 
ing power; to what purpose is a secondary issue. Surely, 
nobody could have been so naive as to think New Labour 
would be any different? Actually, a good part of the British 
electorate hoped they would be. Mr Blair insisted again this 
week that they are—“we must be pure”, he said~and perhaps 
he even means it. New Labour’s cronies say otherwise. 





Nigeria’s loss 





Another death has endangered hopes for civilian rule 


NLUCKY Nigeria. The death, whether from natural or 
more sinister causes, of Chief Moshood Abiola may yet 
dash Nigeria’s best chance since independence for stable ci- 
vilian rule. Only a month earlier, the death, also apparently 
from a heart attack, of General Sani Abacha, the man who had 
kept Chief Abiola—and Nigeria—locked up for four years, 
had seemed to create an opportunity. Power fell unexpectedly 
to a group of senior army officers, led by General Abdulsalam 
Abubakar, who seemed keen to return Nigeria to elected civil- 
ian government and the soldiers to their barracks. 
What to do about Chief Abiola, who had won the 1993 
_ election, was a problem. But negotiations on his release, and 
the conditions that might attach to it, were under way. Assum- 
ing a deal could be struck, Chief Abiola could have encour- 
aged his own supporters to back the transition to civilian rule, 
with General Abubakar holding the ring. Now many Abiola 
supporters, believing he was murdered to prevent him stag- 
ing a political comeback, feel they have been robbed, yet 
again, of power. If Nigeria were a more democratic country, 
his party would now be using the grief and anger at his death 
to build support for his. successor. But Chief Abiola was al- 
lowed no party, and has no natural successor. Suspecting that 
any election will be manipulated and that nothing will 
change, many of his supporters have taken to the streets. 
They have a point. Since independence, political power 
in Nigeria has resided in the north and neither coups nor 
elections have affected that. Chief Abiola’s strongest support- 
ers among his Yoruba people from the south-west demand 
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that it is now their turn to rule Nigeria. But what Nigeria 
really needs is a fairer federal system and a more accountable 
government. It also needs a free and open election. 

An election held under Nigeria’s current manipulated 
system, with its hand-picked parties, would change nothing. 
Better, therefore, to put off the date of an election at least for a 
few months (the Abacha regime had set a date of August ist for 
one of the unfree sort). Let a transition government—techno- 
crats chosen perhaps by a council of the country’s numerous 
former heads of state—prepare the election rules and begin to 
tackle Nigeria’s massive economic problems and its endemic 
corruption. General Abubakar’s job would be to ensure that 
the army’s junior officers, reluctant to give up their share of 
the national take, did not usurp power once more. 


Back to square one 
And then? Even with a half-decent government in power, Ni- 
geria’s road would be a bumpy one. It is a turbulent, venal 
place, where corruption is the norm, authority arbitrary and 
at gunpoint. Potentially Africa’s most dynamic country, Nige- 
ria has been strangled by bad and greedy rulers, its people 
sunk in poverty and cynicism. Before oil, Nigerians’ income 
per head was about $200. Briefly, in the early 1980s, it ex- 
ceeded $800. Now it is back down to less than $300. There can 
be no clearer indictment of military rule. 

The institutions of the Nigerian state need to be rebuilt. 
Government needs to be accountable, not least in its distribu- 
tion of oil money: today’s ministries merely dole out jobs and 
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money for the minister's friends. Tenders need to be seen to 
be awarded fairly. The vast and wasteful public sector needs 
to be privatised to help reduce opportunities for graft. The 
bloated civil service needs to be cut but paid properly, so as to 
lure in capable people. Honest Nigerians do exist but they 
need a system which pays them to stay that way. 

‘The source of corruption in Nigeria is its centralised gov- 
ernment, a federation in theory only. Oil income, $1 billion a 
month, more than three-quarters of government revenue, 

© goes straight—winner takes all—to the top. At independence, 
_. Nigeria’s six states were each allotted a proportion of the oil 
_ money, managed their own funds and contributed an agreed 


amount to the federal government. Now there are 36 states, 










each dependent on the centre. This encourages corruption: 
and marginalises all but a tiny, wealthy elite. ae 
Fears that a true federal system might lead to the break: 
of Nigeria, a fear with substance after the Biafran war of sec 
sion of 1967-70, are now misplaced. Despite everything, N ige 
rians speak of their country with pride. Yet there are deman 
for autonomy and non-northerners feel left out: The unres 
that has followed Chief Abiola’s death may tempt the army te 
hang on to power. But that would be folly. The best that Gen 
eral Abubakar can do for his country is to hold the fort temp 
rarily while others start rebuilding it. eS 





Turbulence in the air 


L _Even with the conditions set by the European Union for its clearance, the 
_ alliance of British Airways and American Airlines looks undesirable 


F YOU are reading this in the front of an aircraft at 35,000 
feet between London and America, you—or more likely 
_ your company—have probably been mugged. Business-class 
_ fares from London are generally at least a quarter higher than 

similar fares from continental airports. Two years ago British 
_ Airways and American Airlines, which share 60% of this mar- 
_ ket, announced plans to form an alliance that would pool 
< their capacity and revenues across the Atlantic: hardly, you 
might think, something likely to help consumers. Yet this 
_ week's qualified European Union approval for the alliance 
suggests that the deal will go ahead after all. Formal clearance 

by the American and British competition authorities is likely 
this autumn. 

When the two airlines announced their deal, they re- 
quested immunity from antitrust laws in America in order to 
co-operate closely on fares and so on. The American authori- 

__ ties said they would concede this only if Britain agreed to de- 
_ regulate air travel between the two countries by accepting an 

_ “open skies” deal. That would mean scrapping the bilateral 
agreement under which government officials decide who 
flies where between the two countries. Ba, which has long dic- 
tated aviation policy to British governments, duly offered to 
drop its resistance to open skies in exchange for approval for 
its link-up with American. 

Such an offer merited a far more robust and sceptical re- 
sponse than it has received. Whatever the merits of the case, it 
«should not be for airlines to decide whether an open skies 
“deal should be agreed. The two governments could have in- 

sisted on one immediately, at the same time dropping their 
- outdated limits on foreign ownership of airlines and releas- 
ing take-off and landing slots at congested Heathrow. With 
airlines free to merge, airport slots bought and sold rather 
~ than allocated by committee, and airline bosses free to decide 
_ where and when to fly, aviation on the world’s busiest inter- 
-national route could have become like any other business, 

shaped and fostered by market forces. 

The Ba-AA alliance could then have been approached by 
its proponents on straight commercial considerations—and 
by antitrust authorities on pure competition grounds. Passen- 
gers would have been assured that their interests in cheaper 

fares were being looked after. Even shareholders might have 
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benefited. A close working alliance of two companies thata 
owned by separate shareholders could prove a nightmare 
practice. A straight merger or takeover would have providec 
more clarity. wih 
Sadly, neither the two governments nor the Euro 
Union have chosen to go down this route. So the imm 
practical question now is whether the sa-aa alliance 
mean that passengers, and especially business passengers, are 
likely to have to pay more in future. 
The EU competition commissioner, Karel Van Miert, 
hopes to prevent this. He has ruled that the two airlines 
should be allowed to merge their operations only if they gi 
up to competitors 267 take-off and landing slots at Heathrow 
and Gatwick, and limit the number of their flights on some _ 
routes (London to Chicago, Dallas and Miami) if competitors 
request it in the first six months after the alliance is approved. 
Further minor restrictions will apply to marketing methods 
and corporate discounts. A 
This package, Mr Van Miert believes, should allow mo 
airlines to fly across the Atlantic from Heathrow, expanding 
competition from the little club of Ba, AA, United Airlines 
and Virgin Atlantic. The American authorities are likely to 
impose slightly tougher conditions, requiring the airlines to 
“carve out” of their alliance some routes where they have al- 
most the entire market between them. On such routes they 
would not then be allowed to run their two services as one. _ 


Back on the ground 


Yet none of this looks enough. Ba’s chief executive Robert _ 
Ayling, who broadly welcomed the Brussels decision, argues < 
that fares will fall, but hopes that costs will fall even further. | 
So, he says, shareholders and consumers will both benefit. 
That sounds like a dream—and is just as implausible. If this 
alliance, combined with an open-skies deal and the opening © 

of Heathrow to more airlines does lead to greater efficiencies 
and more competition, that would certainly be welcome. But 
because it has hijacked the open-skies part of the deal, the risk 
remains that letting the Ba-aa alliance go ahead will simp! 
entrench the two airlines’ dominance. Even at this late stage 
it would be better to block it. ate 





-RUSSIA’S CRISIS 





-Could it lead to fascism? 


Moscow 


Yes, says its president, Boris Yeltsin, if things continue to go from bad to worse. 
Thanks partly to his own shortcomings, he could almost be right 


Y VEN by Russian standards, it has been a 
13 frightening and sometimes bizarre few 
` weeks. The rouble is on the edge of a preci- 
pice, Short-term interest rates, just 21% last 
autumn, shot up to 150% last month before 
coming down to 60%; they have again 
‘climbed back to 80%. If the rouble crashes, 
economic—and quite possibly political— 
-catastrophe beckons. Instead of pottering 
_ around their weekend dachas and bathing 
‘in muddy pools (their usual summer pas- 
times), intelligent Muscovites are talking 
seriously—for the first time in five years— 
about a financial and political crisis that 
_ may be settled only by force of arms. 
Foreign investors are close to panic. 
Russia’s notorious tycoons, the so-called 
“oligarchs” who control fat swathes of the 
economy {and send much of their asset- 
. Stripped. profits abroad rather than rein- 
vest them at home), have been fighting 
among themselves and with Mr Yeltsin. In- 
stead of propping up the status quo as they 
once did, they seem to be challenging it. 
Russia’s four-month-old government, un- 
der. an. inexperienced 35-year-old, Sergei 
Kiriyenko, is fighting against.a Duma, the 
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country’s lower house of parliament, that is 
loth to enact the necessarily painful re- 
forms that would hurt an already bitter and 
exhausted populace. Mr Kiriyenko’s team is 
gasping for survival before it has barely got 
going. Things may start coming to a head 
next week when the Communist-domi- 
nated parliament holds its final session be- 
fore the summer holiday. Either Mr Yeltsin 
or his parliamentary critics, or both, may 
decide that the time has come for a real bat- 
tle for control of the country. 

Spurring Mr Kiriyenko on is dread of 
an abrupt devaluation which could lead to 
a collapse of confidence in the economy, 
not only among foreign investors but 
among Russian citizens. This would spell 
doom for the banking system (on which 
much of Moscow’s superficial prosperity fs 
based), bring down the Kiriyenko govern- 
ment and, as one American diplomat put 
it, “signal the end of liberal Russia”. 

The stockmarket, which has slumped 
by more than 60% since the new year, 
would fall even faster and further. Import- 
dependent Russians, poor as most of them 
already are, would become still poorer. The 







































central bank would have to print money. 
Inflation, which has been more or Jess un 
der control (at an annual rate of about 10° 
at last count), would rocket. Extra-pé 
liamentary revolt, egged on by Russia’ 
many angry nostalgists fron: the Soviet er, 
and perhaps endorsed ‘by surly general 
cannot be ruled out. ad 
The only factor shoring up the roubl 
the widespread assumption that | 
United States and other. western govern- 
ments will come up with a rescue packa 
of at least $15 billion by next month. Tha 
belief was strengthened this week, wher 
the government said an agreement in pri 
ciple with the mr should be made wit 
the next few days and President Bi 
ton said he would come to Mose 
September. EE 
Against this nerve-racking backd 
and the dire effects of falling oil prices, Mı 
Kiriyenko’s government has been strug 
gling to do the right things. A vital new tax 
code is grinding its way through a recal 
trant parliament. A new tax-collecting boss, 
Boris Fedorov, has been making creative 
mayhem by threatening to arrest the heads 
of Russia’s largest companies if they do not 
pay their dues. On July and it was an- 
nounced that the assets of Russia’s biggest 
company, the gas monopoly Gazprom, 
which provides the country with almost a 
quarter of its tax revenue but should pay. 
still more, had been seized. A few hours 
later, a deal had apparently been done— 
and the confiscation order rescinded. Pre- _ 
sumably, though the figures are already be- 
ing disputed, a bit more money from Gaz- 
prom has been extracted. ee 
But the government needs a lot more to. 
bolster its credibility. For one thing, mil- 
lions of workers, including teachers, coal 
miners and soldiers, have not been paid 
sometimes for more than a year—despite 
Mr Yeltsin’s promises that they would be. 
The breezy idea that these millions can sur- 
vive on factory handouts, barter and moon- 
lighting is misplaced. It is a mystery how. 
many of them survive at all. 
In fact, many do not. Beggary, penury, ` 
crime, alcoholism, stress, the horrible nov- 
elty of unemployment (now 9%, according < 
to the International Labour Organisation) 
and a male life expectancy of 58 years all ~~ 
help to keep the anger bubbling. An array of 
provincial towns—the ancient city of Kose 
roma, near Moscow, and Petropavlovsk,. 
capital of Kamchatka in the far east, to 
name but two—have been deprived of elec- 
tricity or gas as a result of unpaid bills, 
Vladivostok has ground to a halt. If th 
taxmen, get nastier, such austerity wi 
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“when winter draws in. 

Yet, at the same time, it is hard to see the 
government fulfilling its latest pledge to cut 
‘spending—while paying off all those ar- 
sears. However fine Mr Kiriyenko’s inten- 
tions, the country is seething with resent- 
“ment. It will seethe even more, ifand when 

reforms begin to bite—especially if a re- 
»eently enacted bankruptcy law begins to 
“take effect. While misery is nothing new, 
“there is an atmosphere of chaos and trepi- 
“dation that gives hope to both extremes of 
‘the political spectrum. 
” Other strange happenings in the past 
few weeks have given politics an unusually 
-febrile air. A few weeks ago, the country’s 
‘head of statistics was arrested on bribery 
charges (presumably on suspicion of help- 
ing companies to pay less tax). Last week, 
the finance minister, fretting about the 
prospect ofa rouble devaluation, was flatly 
>. contradicted by the central bank governor, 
who said that no such thing would happen. 
Then, with negotiations just starting with 
the mF for an emergency “stabilisation 
fund” to rescue the rouble, the feebleness of 
the government was underlined when Mr 
Kiriyenko felt obliged to call in Anatoly 
Chubais as Russia’s chief negotiator—even 
though he had been unceremoniously 
sacked when the new prime minister was 
appointed. 

A few days ago, just to give the atmo- 
sphere a still more lurid flavour, Lev Rokh- 
lin, perhaps Russia’s most popular general 
and almost the only one to emerge from the 
war in Chechnya with any credit, was 
found murdered at his dacha outside Mos- 
cow. His wife was charged; naturally, a host 
of media reports are suggesting foul play on 
high. The general joined parliament on a 
broadly pro-government ticket but moved 
into open opposition after denouncing the 
scurvy treatment of the army. He then set 
up a political movement that was fiercely 
opposed to Mr Yeltsin and to proposed 
cuts, especially in the army. His funeral on 
July 7th turned into a rowdy anti-govern- 
ment demonstration by 10,000 people. 

















Generals, advance 


Other present and past soldiers, not least 
Alexander Lebed, a populist ex-general who 
came third in the last presidential election 
„in 1996 and helped swing the result Mr 
Yeltsin’s way by backing him in the run-off, 
' are mouthing offever more volubly against 
the government. Another plausible general, 
Andrei Nikolaev, a former head of Russia’s 
Border Service, has set up his own political 
party, with a view, some say, to becoming 
president at the next-but-one election in 
2004. Other less-salubrious (and less-seri- 
ous) generals, such as Albert Makashov, 
bluntly demand ‘the-rule of an “iron fist”. 
Lowlier ex-soldiers, like Alexander Barka- 
shov, who says he: has. 70,000 adherents 
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sharpen. Imagine what that will be like 








(but may have only 12,000), are outand-out 
fascists (though they prefer the label “na- 


tional socialist”). The rumbustious meet- 
ings they hold across the country are getting 
noticed. Last week Mr Yeltsin warned 
grimly of a rising tide of fascism. 

“Can the crisis end in a coup?” That was 
the main headline, on July 7th, in Nezavis- 
imaya Gazyeta (The Independent), an in- 
fluential newspaper that often echoes the 
thoughts of Russia’s most prominent oli- 
garch, Boris Berezovsky, who controls it. It 
reported that a putsch, along the lines of the 
one that ousted Mikhail Gorbachev in Au- 
gust 1991, is already being prepared by se- 
nior members of the security forces. The 
slookhi--a much used Russian word mean- 
ing rumours—are flying. It would certainly 
be unwise to assume, as many specialists 
on Russia have, that Russian soldiers are 
unkeen to get involved in politics. Many 
usually sober commentators in Moscow 
now argue that a change of regime, not just 
of government, is in the offing. People at the 
extremes of politics—Communists on the 
left, nationalists on the right—are starting 
to smell blood. 


Workers revolt 

Strikes in key sectors may spread. Cargo on 
the Trans-Siberian railway is again being 
blocked. Coal miners in several areas have 
downed tools. Workers in oil- and gasfields 
are threatening to follow suit. Many teach- 
ers have stopped teaching. Defence workers 
in the far east, unpaid for a whole year, have 
given up. Are the army and police certain to 
obey the civilian powers, if it means physi- 
cally repressing, perhaps even shooting 
such strikers? It is unlikely. 

Russia has, of course, lived through a se- 
ries of wrenching crises since the Soviet 
Union collapsed at the end of 1991. But in 
the ensuing action-packed six years, there 
were a number of steadying factors. For the 
first 18 months or so, Boris Yeltsin was 
buoyed by the popular hope that a prosper- 
ous new order would soon arise. Even his 
ruthless destruction in October 1993 ofa re- 
form-wary parliament that was still largely 
a Soviet creation seemed—in many Rus- 
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‘sian eyes—justified by the creation ofa new 


constitutional order that was ratified by 
popular vote. The trauma of economic dis- 
ruption, the destruction of savings by infla- 
tion, the erosion of the cradle-to-grave wel- 
fare net (skimpy as much of it always was), 
the insiderish unfairness of much of the 
privatisation of the state, all seemed (ad- 
mittedly to a steadily dwindling constitu- 
ency) worth the pain—so long as the final 
result was going to be prosperity. 

Another stabiliser was Viktor Cherno- 
myrdin, prime minister for five years until 
his sacking in March. By avoiding most of 
the hardest choices and making compro- 
mises where he could, he helped keep the 
Communist-nationalist block in the Duma 
at bay. Anyone, including these “reds and 
browns”, could buy into the “party of 
power” if he wanted a bit of clout or busi- 
ness. Most important, the oligarchs also 
had an interest in keeping things quiet: 
hence their bankrolling of Mr Yeltsin’s re- 
election, with their media put at his (and 
usually the government's) disposal. The 
Duma huffed and puffed but, softened by 
bribes and threats, it invariably stepped 
back from confrontation. Regional gover- 
nors, who make up the upper house of par- 
liament and have been gaining power and 
economic independence, also generally co- 
operated with the Kremlin. 


Chaos looms? 


Such calming factors may, however, be fad- 
ing. Mr Chernomyrdin is gone, victim of 
the cabinet reshuffle that brought Mr 
Kiriyenko to power. There is a growing 
sense that Mr Yeltsin is a spent force. The 
oligarchs’ support for him is more condi- 
tional, short-term and ambiguous. They are 
looking to a successor—and are divided 
over who that might be. In any case, the 
Yeltsin entourage is sending out ominously 
distinct signals that its man may, after all, 
run again—despite the constitution, which 
sets two four-year terms as the limit, and 
contrary to the president's own recent deni- 
als that he might stay on. His aides say, 
twistily, that Mr Yeltsin’s first term does not 
count because it started under a Soviet (and 
therefore now invalid) constitution. 

Whether he runs or not, Mr Yeltsin is 
yesterday's man. To be sure, during the cur- ` 
rent crisis he has backed Mr Kiriyenko sol- 
idly. His courage, canniness and occasional 
bursts of energy are still felt. But most of the 
time his mental powers are as weak as his 
physical ones. He probably still, from time 
to time, goes on binges. He is a sick man 
with erratic judgment. Even if he occasion- 
ally overrides the Duma with sensible de- 
crees, he rarely puts his reputation on the 
line to force reforms through or lobbies the 
country or parliament assiduously enough 
to sell a policy that is unpopular. Although 
president, he does not lead. 


As for the regional governors, they too 
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have changed. Rather than co-operate with 
the big man at “the centre”, as Moscow is 
known, many of them prefer to go their 
own ways, keeping tax revenues for them- 
selves, dealing with companies, even coun- 
tries, off their own bats, generally edging 
away from Kremlin control (sometimes, 
but by no means always, to the benefit of 
their people). Local voters have kicked out 
quite a few pro-Yeltsin governors. If a new 
order arose, democratic or not, the regional 
bosses would be likely to play their own 
part in shaping it. 


What now? 


The coming days will be critical to Mr Kiri- 
yenko’s—and democratic Russia’s—sur- 
vival. Not only does he depend on the IMF 
(and its chief paymaster, the United States) 
and countries such as Germany (which was 
owed some $30.5 billion of the $72.2 billion 
of outstanding loans at the end of last year). 
He also depends on the Duma to let him 
pass the bulk of the tax-and-reform package 
on or before parliament's final session on 
July 15th and 16th. The Duma never likes 
the imr’s suggestions. This time it might de- 
cide, after all, to face Mr Yeltsin and his gov- 
ernment down, arguing that the pain of 
cuts would outweigh the immediate relief 
(in paid arrears, among other things) that a 
currency stabilisation might bring. In real- 
ity, the Duma’s obstruction would be moti- 
vated largely by the gleeful prospect of 
disorder. 

Then what? As economic chaos took 
hold, the Duma could—either on its own 
initiative or Mr Yeltsin’s—hold a confi- 
dence vote in the Kiriyenko government. If 
it gets the thumbs down, the Duma might 
well be dissolved pending new elections. 
The opposition, which has shied away 
from such a prospect, might this time feel 
the moment is ripe for a contest. Or Mr Yelt- 
sin could appoint a new government— 
more to the liking of reds and browns. Ei- 
ther way, the new regime would surely be 
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Mayor Luzhkov and General Lebed: strongmen in waiting? 
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ers (though his appeal has diminished with 
power). If Mr Yeltsin and enough of the oli- 
garchs put their weight behind him, he 
would have a chance—but only a very slen- 
der one—of winning. Quite simply, most 
Russians are hostile to reform as they have 
known it. 

The front-runners at present, then, are 
Mr Lebed and Yuri Luzhkov, the mayor of 
Moscow, who is one of Russia’s most bra- 
zen crony-capitalists. It would be wrong to 
stick the label “fascist” on either man. Mr 
Lebed’s ideology is resolutely vague. Both 
would be nationalistic (Mr Luzhkov, in par- 
ticular, promising to make trouble for Uk- 
raine, among other places). Neither is likely 

to be a social or economic 








The next tsar liberal, though Mr Lebed’s 

i a aha ented views on economics swing 

as president? % around and Mr Luzhkov 

Zyuganov 20 | is, above all, a wheeler- 

a Rade to reform Lebed i2 | dealer. Neither would care 

i- ae t z i ouent ae pecs 9 ee for the finer points 
ky as it is to impeach a vovliy o | ofdemocracy. 

president, the two houses | y It has become some- 

might at last have a go at | Nemtsov 5 | thingofacommonplace to 

sinking him. Yeltsin 4 | say that Russia will never 

There are still more- | Zhirinovsky 4 | go back to what it was—to 

drastic possibilities. The Chernomyrdin 4 orthodox Soviet-style com- 

chaos of the currency col- Shite: Ee Coren Rooney munism. True enough— 

lapse could pave the way though the chances of a 








for some kind of creeping 
coup, constitutional or otherwise. Mr Yelt- 
sin (if he were still there) or a successor 
might, along with a new Duma, be forced to 
hand extraordinary powers to some would- 
be saviour—Mr Lebed, perhaps. It would 
not be hard to imagine such a figure closing 
down democracy in the interests of order 
and anti-corruption. The army might be 
called in to help run the show. Whether a 
Latin American-style strongman would 
point the economy the right way is doubt- 
ful. From his new power base in Krasno- 
yarsk, where he recently became governor, 
Mr Lebed last week noisily rejected Mos- 
cow’s demands for economic co-operation. 

Even if an economic collapse is staved 
off and Mr Yeltsin hangs on for another 
two years, the prospects for his succession 
look bleak. Assuming the constitutional 
court (and his own bodily constitution) lets 
him run again, he will surely lose. To 
whom? Not, probably, to his two scariest ri- 
vals. Despite the Duma election victory 
which Vladimir Zhirinovsky chalked up 
(with 23% of the votes for the half of the 
Duma filled by party list) in 1993, his 
openly neo-fascist lot have peaked. Like- 
wise, Gennady Zyuganov, the Communiat 
leader, looks fated to lead the pack with the 
rock-solid constituency that should gain 
him one-fifth of votes in the first round ofa 
presidential race—but still looks very likely 
to lose to virtually anyone in a run-off. 

The most hopeful candidate would be 
Boris Nemtsov, still only 38, the govern- 
ment reformer most likely to impress vot- 


Communist president 
would be hugely enhanced if the party 
changed its name (as its cousins in Central 
Europe have done), disavowed much of its 
history, embraced a bit of free-marketry, 
and had the nous to put a youthful person 
like Poland’s president, Alexander Kwas- 
niewski, at its head. Fortunately for Russia’s 
reformers, they have no such nous. 

Far more likely, however, if things con- 
tinue to go sour, is that Russia will swing 
the other way—not all the way to fascism 
but towards something nearly as bad, a 
kind of extreme nationalism: intensely 
prickly and pan-Slavic, anti-semitic, hostile 
to foreigners beyond and within its bound- 
aries, eager to re-absorb the Slav heartlands 
of Ukraine and Belarus within the Russian 
fold, eager to make the Baltic trio of coun- 
tries as weak and jumpy as possible. 

This quasi-fascism would also, in eco- 
nomic terms, be protectionist, corporatist 
and loth to privatise any more of Russia’s 
ailing industry or let people (certainly not 
foreigners) buy land. It would probably 
come to an arrangement with the mighty 
oligarchs, but their crony-capitalism would 
be tightly dependent on the whims of the 
political powers that be. The armed forces 
and the successors to the KGB would be 
raised again to a position of special emi- 
nence within the state. The press and televi- 
sion would be corralled. Russia would be- 
come an angry place—neither democratic, 
nor prosperous, nor kind to its neighbours. 
It is a nightmare scenario. 
eee | 
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| now in danger of starving in 
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Sudden death 








At least 19 people were killed 
in riots in Nigeria after the 
death of Moshood Abiola, 
the presumed winner of Nige- 
ria’s annulled presidential 
election in 1993. He became 
ill while talking to American 
officials who were trying to 
secure his release. The regime 
says he died of a heart attack 
but protesters claim he was 
murdered. General Abubakar 
dissolved his cabinet and ap- 
pealed for calm. 


The UN said 1.2m people are 


southern Sudan, four times 
more than estimated in May. 
Fighting between the govern- 
ment and guerrilla rebels 
continues. 


After UNITA troops killed 16 
policemen, heavy fighting 
broke out between govern- 
ment and rebels in north-east 
Angola. Violence has esca- 
lated since the death of the 
UN’s mediator, Alioune 
Blondin Beye, in an aircraft 
crash last month. 


Despite American opposi- 
tion, the UN General Assem- 
bly voted by 124 to 4 to up- 
grade the Palestinians’ 
observer status. They will now 
have most of the rights ac- 
corded sovereign states but 
will not be able to vote. 





A law making Arabic the only 
official language came into 
force in Algeria. Berber activ- 
ists, who want their own dia- 


| Lev Rokhlin, a popular for- 


| turned into an angry anti- 





| a mainly Catholic area; Brit- 





lects and French protected, re- 
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sponded angrily to the 
government's policy of 
Arabisation. 


Dark in the east 


The iMF seemed close to 
agreeing to a stabilisation 
fund worth $10 billion-15 bil- 
lion to back Russia’s wob- 
bling rouble. But the Fund 
said Russia’s parliament must | 
first accept a package of re- 
forms, President Clinton will 
visit Moscow in September. 


mer general and fierce critic 
of Boris Yeltsin, Russia’s presi- 
dent, was shot dead—by his 
wife, according to the police; 
not so, say others. His funeral 


f 


government demonstration. | 


Diplomats, mainly from 
Western Europe, went on pa- 
trol in the Serb province of 
Kosovo in the hope of en- | 
couraging a ceasefire between 
ethnic-Albanian guerrillas 
and Serb security forces. 





Italy’s opposition leader, Sil- 
vio Berlusconi, was sen- 
tenced to two years and nine 
months in prison for bribing 
the tax police. But he is un- 
likely to go behind bars. 


An extra 800 British troops 
were sent to Northern Ire- 
land. ProteStants are insisting 
on the right to march through 


ain’s prime minister, Tony 
Blair, has so far said no. 


Dealing with BSE, the disease 
that has caused the slaughter 





of 2.6m cattle and has been 
linked to the death of 27 peo- 
ple, will cost up to £4 billion 
($6.5 billion), said Britain’s 
national-accounts watchdog. 


The centre-left Social Demo- 
crats led by Milos Zeman, 
who won last month’s Czech 
election, agreed to form a 
pact with the right-wing Civic 
Democrats, led by a former 
prime minister, Vaclav Klaus, 
who came second. 


Spain and Britain said they 
will not let their quarrel over 
Gibraltar block NATO's 
modernisation. 


Tax sweetener 





In a last-minute move to re- 
vive support in an upper- 
house election, the Japanese 
prime minister, Ryutaro 
Hashimoto, promised to seek 
permanent tax cuts in a re- 
form of the tax system. 


The Australian federal Parlia- 
ment passed a law limiting 
claims by aborigines to an- 
cestral land now leased to 
farmers. 


The Asian financial crisis 


| caused more gloom. South 


Korea announced a big in- 
crease in its budget deficit 
from 1.7% of GDP to 4%. The 
Malaysian economy con- 


| tracted by an annual 1.8% in 
| the first quarter. 


The 43-year-old king of Bhu- 
tan, who is gradually scrap- 
ping his absolute powers, 
gave the National Assembly 
the right to dismiss him. 





POLITICS THIS WEEK 





Severe ee bree oudit on be on by 
drought caused by El Niño, 
have affected the whole of 
Florida and destroyed nearly 
500,000 acres (192,000 hect- 
ares) of forest. 


President Clinton challenged 
Congress to help promote his 
agenda for reform of health 
care, education and Social Se- 
curity (state pensions). He 
said it could choose “parti- 
sanship or progress”. Republi- 
can senators preferred parti- 
sanship, attacking him for 
saying, in China, that the 
United States did not support 
an independent Taiwan. 


Three Mexican states elected 
governors. The ruling PRI lost 
one state to a former PRI 
member who had defected to 
the left-leaning PRD; held 
one; and regained one it lost 
six years ago to the right-lean- 
ing PAN. Overall, the PRI was 
content. 


In Colombia, congressmen 
challenged the Supreme 
Court, which wants to investi- 
gate those who voted—in 


| 1996—not to impeach Presi- 


dent Ernesto Samper on sus- 
picion of accepting drug 
money for his election chest 
in 1994. They—and he—ac- 
cused the court of unconstitu- 
tional meddling in the busi- 
ness of the legislature. 


An uneasy quiet returned to 
Guyana, after Caribbean 
leaders arm-twisted its oppo- 
sition leader, Desmond 
Hoyte, into a deal with Presi- 
dent Janet Jagan. 
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Joining forces 














Europe’s two biggest bourses, 
London and Frankfurt, an- 
nounced an alliance as a step 
towards a single European 
“stockmarket. The European 
Commission said that it was 
“likely” to look at the deal. 
- | The two bourses have been 
battling for supremacy in Eu- 
rope, but the London Stock 
Exchange, though twice as 
large as the Deutsche Börse, 
has been slow to adopt new 
technology and may also be 
handicapped by Britain’s opt- 
out from monetary union. 
The plan i is that shares of Eu- 
rope’s top 300 companies 
should be tradable on either 
exchange by next January. 
Ticklish details—clearing, set- 
‘tlement, regulation—have yet 
to be tackled. 


British Airways and Ameri- 
| can Airlines have cleared a 
big hurdle in their two-year- 
old bid to form an alliance. 
But.a draft ruling from the 
European Commission pro- 
poses that the two must give 
up 267 weekly slots at Lon- 
don’s two main airports, 220- 
230 at Heathrow and the re- 
mainder at Gatwick. They 
will also have to cut some 
transatlantic flights. The com- 
mission also ruled on a three- 
way alliance between Germa- 
ny’s Lufthansa, America’s 
United and Scandinavian 
Airlines System, demanding 
that 108 slots, mostly at 
Frankfurt, be given up and 
some flights cut. 








| 
| 
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MCI Communications and 

| WorldCom, but only on con- 
| dition that both American 

| telecoms giants sell their In- 
ternet interests to a buyer to 

| be vetted by the commission. 


In the latest in a series of Eu- 
ropean bank ventures into 
Latin America, ABN Amro, 
the biggest Dutch bank, is to 
buy Banco Real, Brazil’s 
fourth-biggest, for $2.1 billion. 


Alabama-based Proffitt’s is 
paying $3 billion for Saks of 
New York’s Fifth Avenue, 
adding 96 more upmarket 
Saks stores to its 237 and 
helping Proffitt’s towards its 
goal of becoming a big na- 

| tionwide retailer. 


In another sign of big Ameri- 
can computer distributors 
moving into Europe’s frag- 
mented market, CHS Elec- 
tronics agreed to buy Vobis 
Microcomputer, a German 
computer maker and retailer, 
for $320m, plus an assump- 
tion of $350m in debt, mak- 
ing CHS Europe’s largest com- 
puter distributor by revenue. 


In their cups 


The return of Eduardo 
Cojuangco, after 12 years, to 
San Miguel as chairman and 
chief executive drove shares 
in the beleaguered Philippine 
food and beer group down by 
| 7%. Once a Marcos crony—the 
| two fled into exile together— 

| Mr Cojuangco is back at the 

| helm of San Miguel one week 
into a new administration 
sympathetic to Marcos sup- 
porters. He claims ownership 
of a 48% stake in the com- 
pany, worth some $1.25 bil- 
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lion and seized by the 


| Aquino government, which 


alleged that the shares had 


| been fraudulently acquired. 


Dow Corning, the maker of 
controversial silicone breast 
implants, has agreed to pay 
$3.2 billion to roughly 
400,000 recipients who have 
sued the company over im- 
plant-related illnesses. If they 
and the firm’s creditors ac- 
cept the deal, the women will 
receive up to $60,000 each in 


compensation, and Dow Cor- | 


ning can emerge from three 
years of bankruptcy 
protection. 


Italian antitrust officials be- 
gan to investigate a com- 
plaint from Pepsi-Cola that 
Coca-Cola, its arch-rival in 
the soft drinks business, was 
abusing its dominant market 
position in Italy by striking 
exclusive deals with wholesal- 
ers. Coca-Cola denied any 
wrongdoing. 


Back to earth 


The honeymoon for car 
makers in Brazil may be 
over. Sales there fell by 17.1% 
in the first half of the year 
compared with a year earlier, 
as interest rates, doubled in 
November to 43% to defend 
the currency, took their toll 


| On customers who buy their 


cars on credit. Higher taxes 
on cars and petrol, and 


| higher unemployment, con- 


tributed to the slump. One 
bright spot: exports of cars in 
the first half increased by 45% 
to $2.68 billion. 


KLM Royal Dutch Airlines 
announced that it would 
spend about 1 billion guilders 
($488m) buying back shares 
and share participations 
from the Dutch government 
and from KLM’s own pension 


| fund. The government will re- 


tain a 14% share of voting 
rights in the airline. KLm’s 


| pala shot up 7% on the 
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| Russia's attempts to sell 











with littl experience ‘bank: | 
ing or finance, brougk 










give up his presen 
to learn about cen 





would impose reserve re- 
quirements on Europe's c 


these would earn interest at 
near-market rates. Commer- 
cial banks had feared that the. | 
ECB might pay little or no in- 
terest, which would have 
been tantamount to a puni- 
tive tax on the banking sys- 
tem. The ECB also agreed to , 
give banks from Eu countries: 
that are not in the single cur- 
rency almost full access to 
Target, the euro-zone’s 
planned payments system, 









| 
Rosneft, the country’s last big | 
oil company to be privatised, | 
seem to have foundered once | 
again, after British Petroleum 
followed Royal Dutch/Shell | 
in withdrawing from the bid- | 
ding. The government desper- | 
ately needs the $1.6 billion or | 
so that the sale of Rosneft. 
would have raised. | 
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adidas-Salomon is the second largest supplier in the 
sporting goods industry worldwide. After the acquisition 
of the french company Salomon S.A. the brand with the 
three stripes has been supplemented by the brands of 
Salomon (winter sports, hiking, inline-skates), Taylor 
Made (golf equipment) and Mavic (bycicle components). 
In 1997, adidas again achieved record results Total net 
sales increased by 42 % to DM 6.7 billion, while pre tax 
earnings were up 52 % to DM 677 million In the current year, adidas-Salomon 
has continued to grow net sales and earnings successfully 

| ‘The annual report is available in german, english and french and is published 
according to International Accounting Standards (IAS) 
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AIB 


m 

AIB Group is Ireland’s leading banking and fi- 
nancial organisation with 
IR£37.6 bn. It operates principally in Ireland, 
Britain, the USA and also in Central Europe and 
Asia. It employs more than 23,000 people worldwide in more than 900 outlets 
and has 50,000 shareholders. AIB is the first Irish owned bank to obtain Aa 
status from Moody's Investors Services and is listed on the Irish (ISEQ), 
London (LSE) and New York (NYSE) stock exchanges. The shares form part of 
the following indices: Dow Jones Euro Stoxx 50, FTSE Eurotop 300 
Morgan Stanley Capital Index 
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ASSA ABLOY 14 


ASSA ABLOY is the world’s leading lock group, With an 
anticipated turnover exceeding 8 billion SEK. in 1998. The 
company manufactures, markets and sells mechanical locks and 
accessories, industrial Jocks, clectronic and electromechanical 
locks and hotel locks. The Group is the market leader in Swe- 
den, Finland, Norway, Denmark, Germany, France, the Czech 
Republic, Rumania and the USA The group is the global 
leader in hotel security through VingCard AB's 
shareholders received the Assa Group as a dividend in 1994, 
after which Abloy was acquired from Metra Oy Ab via a new 
issue. In this way Metra Oy Ab became the major shareholder in ASSA ABLOY. 
Turnover 1997; 6 968 MSEK Resultant after financial items: 537 MSEK 
Cash flow before tax: 841 MSEK Number of employees: ca 10 000 
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BBBIOTECH 19 
- ==, BB BIOTECH - 
: One of the world’s largest pure-play in biotechnology 


BB BIOTECH is an investment company listed on the Swiss 
anal and German (‘Neuer Markt’) Stock Exchange focusing on a 
limited number of biotechnology companies involved in devel 
oping the medicines of tomorrow. The biotechnology industry ts 
growing rapidly, and currently accounts for about 4% of the total 
| sales in the pharmaceutical market (approximately € HF 11 bn) 
! By the year 2000 the biotechnology sector ts expected to 
represent more than 10% (CHF 49 bn), With an inv ested capital of more than CHF 1.1 bn 
BB BIOTECH today represents one of the most significant investors in biotechnology 
Investment decisions are based on the fundamental analysis of an experienced team of 
molecular biologists and physicians as well as the industrial experience represented by 
the Board of Directors, among them a Nobel laureate in medicine 
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BMW Group continues to develop dynamically 





In 1997, BMW Group continued to develop positively as 
in the previous decades. 
| Some 1.2 million new BMW, Rover, MG, Mini and Land 
—<—— + Rover vehicles were delivered to consumers: an increase of 
| 4 %. In addition, some 54,000 BMW motorcycles were registered worldwide; 7 
Je more than in the previous year 
Group sales of DM 60 billion and a further increase in eaming power are clear 
evidence of the Company's successful long term business policy. 























Aker RGI 





Aker RGI is an active, industrial holding company, and 
one of Norway’s largest privately held industrial groups. 
The company’s core investments are currently Oil and gas 
technology (63% ownership in Aker Maritime), Cement 
and building materials (33% ownership in Scancem) and 
Seafood consumer products (61% ownership in Norway 
S 
archive and storage systems, shipyards, distribution and real estate. | 
The Aker RGI group has 22 000 employees and a tumover of approximately 
NOK 25 billions. The company is listed on the Oslo Stock Exchange. 





afoods), Aker RGI has also strategic ownership interests w ithin the areas 
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Petroleum Corporation 


Anadarko Petroleum Corporation (NYSE:APC) is one of the 
largest independent oil and gas exploration companies m the 
world with proved reserves of more than 800 million energy 
equivalent barrels at year-end 1997. Last year, Anadarko posted 
record level of net income and cash flow as well as production 
volumes of crude oil, natural gas and natural gas liquids (NGLs). 
Anadarko’s success in its primary core domestic drilling and 
production operations in Kansas, Texas, Oklahoma and the Gulf of Mexico has served as 
the foundation for additional opportunities in Alaska, Algeria, Eritrea, Jordan, Peru, the 
North Atlantic Margin and Tunisia. The Company has more than replaced production 
volumes with new reserves for the last 17 years in a row-a record that is unmatched in the 
pil and gas business-and has done so at costs that are consistently below the industry 
avemige. 
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Bayer 


Bayer is a diversified. international health care group | 
employing 144,600 people worldwide Group sales in | 
1997 were DM 55 billion, net income DM 2.9 billion. 

To safeguard the group's long-term future we spent DM 4 
billion last year on research and development and DM 4.6 | 
billion on capital expenditures, 

We believe that our technical and commercial expertise involves a responsibility 











to work for the common good and contribute to sustainable development. Bayer: 
Expertise with Responsibility 
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BB MEDTECH — 
The hidden potential of Health Care 


BB MEDTECH is an investment company listed on the Swiss Stock 
Exchange. It is the only one concentrating on the medical technology 
industry, Which makes us an investor's ideal complement to pharmaceu 
tical and biotechnology stocks in a classic growth market, The health 
cure sector is essentially characterized by two factors: the aging of the 
population and the increasing demand for cost-efficient health care 

devices and services. In the United States, it is averaging two-digit profit 

growth nites. BB MEDTECH participates in this growth market, globally 
investing in companies which manufacture innovative health care devices, provide cost-cutting 
health care or improve the efficiency of the health care system with specific information 
wies. Investment decisions are based on the fundamental analysis of an experienced team 
of specialists such as physicians as well as on the industrial know-how represented by the Board of 
Directors 
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Market leader in public sector finance and principal Dutch 
agency for Local Authorities, Bank Nederlandse 
Gemeenten (BNG)'s performance once again exceeded 
expectations in 1997, Unlisted, BNG’s shares are 100% 
government-held; ownership is restricted to the Dutch 
public sector. Triple A-rated BNG-bonds, however, are 
available in all major currencies and in a wide range of 
maturities, offering tailor-made exposure to Dutch State risk for institutional and 
retail investors. In 1997, BNG accessed the public capital markets 27 times, 
raising over NLG 15 billion (approximately USD 7 billion). Order BNG'’s 
Annual Report 1997 now and find out all about the underlying risks. 








World-Wide Investments in TIME 
(Telecommunication - Information - Media - Entertainment) 
TIME is the concept of the future industries in and around 
| the world-wide information highways. It is and will 
remain one of the world’s most high-growth and profitable 
business areas for the years ahead. BT&T bearer shares are 
traded on the Swiss Stock Exchange (SWX) under 
p: — ! securities number 280.481 
Market Capitalization as of 31.03.1998: 
Yearly Performance since start of operations: 21 % p.a. 
YTD performance as of 31.03.1998: 13 % 
Further information on BT&T can be found on our website: www.btt.com 


BTT 





CHF 438.75 million. 





CELSCI 


CORPORATION 
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CEL-SCI_ Corporation uses immunology to fight some 
of the most dreaded diseases of our time. The Company 
has three separate patented technologies. Clinical trials are 
ongoing in head and neck cancer, prostate cancer and 
——_———— AIDS. The Company is also in preclinical development of 
vaccines/treatments for herpes simplex, malaria and tuberculosis, 
The Company's AIDS vaccine, HGP-30, is the only HIV vaccine to ever have 
protected against a high HIV challenge dose using a virus strain other than the 
one from which the vaccine is derived. 
Listed on American Stock Exchange and Berlin Stock Exchange. 
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Cardo is an international engineering group with strong 
positions in the markets for industrial doors, residential 
garage doors, centrifugal pumps and rail-vehicle brake sys- 
tems — markets that hold good long-term prospects for 
growth. 

Cardo has a presence in about 30 countries, and more than 


90 percent of sales, which amounted to SEK 8 billion in 1997, are made outside | 
Sweden. Of the group’s approximately 7.400 employees, 78 percent work 
outside of Sweden 





Celsius i 
The Celsius group is one of Sweden's leading advanced- | 
technology industrial concems, focused on the defence- 
industry and closely related fields of commercial technology, 
With the Nordic countries, the U.S.A. and Australia as its 
“domestic” markets, the Celsius Group is an international in- | 
dustrial concen. With 1997 sales of SEK 11.6 billion. the 
Celsius Group numbers some 11,000 employees. | 
Income after net financial items amounted to SEK 281 M. with 
a profit per share after tax of SEK 7.40, Operating income rose sharply to SEK 248 M. 
The level of orders received rose by approximately 10 percent, amounting to SEK | 
115 billioni, while the Group backlog of orders totalled SEK 18.8 billion at 
yearend 1997, 1 Billion=1.000 million | 
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CHINA EASTERN AIRLINES 


China Eastern Airlines is one of the three largest air 
carriers in China, It is the primary air carrier serving 
Shanghai, China's eastern gateway, and other major cities 
S= In eastern China. The company has kept standing the first 

among all Chinese airlines in service quality and profit- 
— ability these years. In 1997, consolidated traffic revenues 
according to IAS grew by 17,7 % to a total of US$ 1035.534 million. The 
pretax profit grew by 13.5 % to US$ 115.222 million. 
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CIMPOR is a Portuguese based cement Group operating | 

in three continents and five countries: Portugal, Spain. 

| Brazil, Morocco and Mozambique. 
Taking advantage of its strong financial position, 

} CIMPOR intends to continue its international expansion 

into markets wich offer high growth potential, such as the Mediterranean region, 

including North Africa, Latin America and South Africa. 

In 1997 CIMPOR’s shares were once more one of the most liquid in the 

Portuguese market and provided Shareholders a return above 48 %. 





Clariden Bank Group, ae 


Clariden Bank is one of Switzerland's leading private 
banks. Clariden Bank provides its clients with a quality 
and performance-oriented investment service in an 
environment of security and discretion. This superior and 
personal service is available to high net worth individuals 
and institutions based throughout the world, 
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With 4.400 employees at 300 offices in almost 100 

countries, DNV serves customers in the maritime, offshore 

and process industries world-wide, as well as other 

business segments such as the automobile industry, 

aviation and the public sector. 

ers ~~} 15 % of the world’s fleet is classed by DNV. More than 
13,000 ISO 9000-series certificates have been issued in over 40 countries, In ad- 
dition, 274 ISO 14000 (Environmental Management System) certificates have 
been issued. DNV’s system for safety rating (ISRS) is in use at 5,000 plants 
world-wide. Total income in 1997 was 3.7 billion Norwegion kroner. The total 
Operating profit was satisfactory. _ 


= a 
| 











h. a 


+ -—— —— — — 


ZARE | 
DAIMLERBENZ 37 


AKTIENGESELLSCHAFT 





Daimler-Benz is the world leader in innovative, high 
quality transportation products, systems and services. In 
1997 Daimler-Benz increased its operating profit to DM 
4.3 (1996; DM 2.4) billion. The Group's return on capital 
employed rose to 10,2% (1996: 5.8%). The objective of 
our value-based management is to improve the eraming power of Daimler-Benz | 
for the long term and to grow in a profitable manner. On the whole we expect to | 
encrease our operating profit yet again in the current year and reach the 12% 
minimum retum we are striving for by no later than 1999. 
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Mumm L Energie Humaine 


| http://www.elf.tr 
EIf is one of the top ten oil major companies in the world 
and the fourth largest producer of natural gas in Europe, Its 
Chemicals operations put the company in thirteenth place in | 
the world, and its activities in the Health sector among the 
world’s top twenty-five pharmaceutical companies. 
Elf employs 83,700 men and women, of whom 48% outside France. 
For Elf, 1997 will remain the year in which it conquered the deep offshore sector. 
In 1997 Elf also achieved the best-ever net income in its history, with a total of 
10.2 billion francs, representing an increase of 35%. 






















Ei TORNET 


Fastighets AB Tornet (publ) is one of Sweden's major 


5 i g property companies. Its Swedish holding has a lettable 
$| area of some 2.3 million square meters and a book value of 
| SEK 9.6 bn. Tomet’s holding outside Sweden has a 


lettable area of almost 500,000 square meters and a book 
value of SEK 3.6 bn. The Swedish properties are mainly 
concentrated at 12 central locations. The major part of the 
foreign properties are located in London, Brussels, Paris and the Ruhr-area 

The properties are owned and managed by the subsidiaries 

+ NorrTormet * SkansTornet + SIFAB 

je. MälarTomet * Malmstaden + EuroTower 


GEA 


Rewards of strategic repositioning 

GEA is a leading global group of specialist companies 
with activities focused in the segments of process 
engineering and thermal engineering. GEA’s strategic 
repositioning following a period of dynamic growth and 
the restructuring of the Group in recent years noticeably 
paid off in 1997: net income (DM 160.3 million) and 
earnings per share (DM 45.32) were up by a good 50 %. 
| Orders received rose by 8.0 % to DM 4,747 million, sales by 9.0 % to DM 
4.711 million. The dividend for ordinary and preference shares will be increased 
by DM 2.00 to DM 12.00 and DM 13.00, respectively. GEA anticipates further 
growth in profit for 1998, although at a lower rate than in 1997 





| GEA as mews 

















Earnings up 14 % 

In 1997, Grohe raised sales by about 10 % to 
DM 1.3 billion and earnings according to DVFA by around 14 % to DM 93 
| million. Earnings per share grew to DM 30,90. As a result, we intend to pro 
pose an increase in dividends of DM 2 to DM 19 per preference share and DM 18 
per ordinary share as well as a bonus per share of DM 2. So far, 1998 remains 
comparable with 1997; the German market is still weak and the export business 
continues to be buoyant. For the current year, we expect sales far above DM 1,4 
billion and an even stronger improvement of profits. 
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“HEIDELBERG 


Heidelberger Druckmaschinen AG is a leading international 
manufacturer of printing systems and is represented through 
240 offices in 160 countries. 
HEIDELBERG has been officially 
Stock Exchange since 8.12.97 

1 In the 1996/97 financial year, which ended on 31.03.97, net 
| earnings for the year of 353 million DM were produced on a 





listed on the Frankfurter 





turnover of 5.037 billion DM, equivalent to a retum on sales of 7% after tax. The 

export ratio was 80%, 

HEIDELBERG expects to achieve a tumover of around 6,8 billion DM in the last 
year, 1997/98. The Group currently employs around 18,000 people 


| financial 
| throughout the world 
The Annual Report will be available in German and English from the end of July 





Hoechst y 57 


Hoechst is a leading global group of finovative companies 
operating in the life sciences and industry. In 1997, the 
Hoechst Group had total sales of DM 52.1 billion, 
operating profit of DM 3.65 billion, and approximately 
120 000 employees. The dividend of Hoechst AG in- 
creased by DM 0.10 to DM 1.50 per DM 5 share. Ex- 
penditure on research and development totaled approx. DM 
| 4 billion; over 70 percent of this amount was invested in 
| the expanding life sciences fields. 

The Hoechst Annual Report is available in German and English. 
| Intemet: http://www.hoechst.com 

Hoechst AG, D-65926 Frankfurt am Main 
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>) Gaz de France is responsible for the importation, trans- 
port, storage distribution and retailing of natural gas, With 
the development of its network, its increased international 
presence, its new products and services, Gaz de France fig- 
ures among the leading gas operators in the world. 





Turnover FFR 55.2 billion 
Profit FFR 1.5 billion 
Net and assimilated investments FFR 6.8 billion 


469.1 billion kWh 


Natural gas sales 


Genbel Securities Limited 


Genbel Securities undertakes a variety of activities aimed 
at creating wealth through the management of financial risk 
for reward. The company is one of South Africa’s leading 
equity underwriters and is in addition, active in proprietary 
securities trading, treasury and banking operations, fund 
management and private equity investments, The 
company's primary strenghts include its flexibility and ability to enact quick 
decisions, which enable it to take full advantage of opportunities in the financial 
markets. 
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Hayes Lemmerz International, Inc. is a world leader in 
the design, engineering and manufacture of steel and 
aluminium wheels and brake drums and rotors for the 
automotive and commercial highway markets in North 
America, Europe and Asia, 

For more information on Hayes Lemmerz and its products, 
call the company’s world headquarters in metro Detroit at (734) 941-2000. 
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Heidelberger Zement is one of the world’s leading 
construction materials groups and in the cement, concrete 
and building materials business line it offers a wide range 
of high quality products for new construction and 
renovation, 23,648 employees achieved a total turnover of 
E 7.3 billion DM in 1997 (1996: 6.5 billion DM), f 
International competitiveness was further improved by 
optimising the Group’s organisational structure and by its geographical diversifi- | 
cation. Focal points of expansion were the growth markets in eastern Europe, | 
Turkey and southern China. 

The annual report is available in German and English 


Hoechst Marion Roussel 55 


The business of Hoechst Marion Roussel AG, the 
pharmaceutical company of Hoechst, is to discover and develop 
innovative drugs and to commercialize them rapidly and globally 
to maximize their value, With sales of almost 14 billion DM in 
1997 Hoechst Marion Roussel is one of the leading pharmaceuti 
cal companies worldwide. Hoechst Marion Roussel was legally 
established in 1997 through the integration of Hoechst’s pharma- 
ceutical division, Marion Merrell Dow, Inc. and Roussel Uclat, 

and is a 100 percent subsidiary of Hoechst AG 

The Hoechst Marion Roussel Annual Report is available in English and German. 


core 


Inemet: hitp://www-hmrpharma.com 
_ Hoechst Marion Roussel AG, D-65926 Frankfurt am Main 
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Honeywell 
Honeywell is a global controls company prov iding prod 
ucts, systems and services that enhance comfort, improve 
productivity. save energy, protect the environment and in- 
crease safety, The company serves customers world-wide in 
the homes and buildings, industrial, and aviation and space 
markets. Honeywell employs 57,500 people in 95 countries 
and had 1997 sales of $8 billion. Honeywell Europe, which 
is part of Honeywell Inc., has 15 major manufacturing loca- 
tions and is responsible for activities in 42 countries throughout Europe, including 


| Russia and the republics of the former Soviet Union, the Middle East and Africa. It 
| had 1997 sales of $2.2 billion and employs 13,000 people, 
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Interpool, Inc. is one of the world’s leading lessors of 
cargo containers used in international trade and is the see- 
ond largest lessor of intermodal container chassis in the 
United States, Interpool leases its containers and chassis to 
over 200 customers, including nearly all of the world's 20 
largest international container shipping lines 
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Julius < Meinl 
International 


Drawing on the company’s long-standing tradition. 
Julius Meinl International and its affiliates have established 
a powerful food retailing presence in the Central European 
markets. This presence is highly visible through a growing 
network of well-stocked, attractive, modern key 
sites and in the reputation and goodwill that the Julius Meini 
brand enjoys among consumers. The company’s prime strate 
gic objective over the past few years was growth by increas- 
ing the number of shops in existing markets. widening the 
scope of activities by entry into new segments, and expanding into new geographic 
regions. A final key issue is the creation of a logistics infrastructure Through the par 
allel implementation of the expansion Strategy and improvements in efficiency, Julius 
Mein! Intemational will become an even stronger retailing which will 
| continue to create maximum value for its shareholders in the future 
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LJP 


La Jolla Pharmaceutical Company (LJP) is developing 
new disease-specific therapeutics for serious and potentially 
| life-threatening antibody-mediated diseases such as lupus 
and antibody-mediated thrombosis. The Company is 
using its patented Tolerance Technology® to target large 

markets with major unmet needs. Its lead compound for treating lupus is in 

Phase I/II clinical trials and is being developed worldwide with Abbott 
| Laboratories. 
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| 
MeritaNordbanken 


MeritaNordbanken is one of the leading bank groups in 
Northeastern Europe. With Finland and Sweden as its base, 
the Group is developing and marketing a broad range of fi- 
nancial products and services for private individuals, compa- 
nies, institutions and the public sector. 
The customer base comprises about 6.5 million private in 
dividuals and more than 400,000 companies and institu- 
z tions, which are serviced via some 800 branch offices and 
1,100 Swedish post offices, supplemented by an extensive network of bill payment 
ATMs and cash dispensers. More than a million customers use 
MeritaNordbanken’s network services, such as its telephone bank and PC/Intemet 
[iban Outside Sweden and Finland, the bank is represented in 19 countries, 
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HunterDouglas 


Hunter Douglas is the world leader in window coverings 
(a.o. Luxaflex®) and a major manufacturer of architectural 
products (a.o. Luxalon®). 

The group has its Head Office in Rotterdam, The Nether- 
lands, and comprises of 125 companies with 56 manufac- 
turing and 69 assembly plants, with about 13,000 employ- 
ees, marketing Hunter Douglas products in more than 80 countries. 

In 1997 sales were about Dfl. 2.6 billion with net profits of Df. 194.3 million, 
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tegie vision for the systematic transformation of the company 
over the next five years 

Our vision, is to create something different, exiting and unique 
In aim2002 we set our strategic intent and assumptions that 
will form the basis of detailed planning and implementation 
throughout our decentralised organisation 

We have had to make a strategic choice, Either we continue as 
the world’s largest cleaning company with decreasing margins. or we move beyond 
cleaning Only into selected market segments that will lead us to enhanced margins and 
improved organic growth. Our aim is to become: ISS — The leading and Most Innova- 
tive International Service Enterprise (http://vww.iss.dk) 


KINGASHER “™ 


Kingfisher ple 

Kingfisher is one of Europe's largest non-food retail 
groups. It operates principally through its retail subsidiar- 
ies, B&Q, Comet. Darty, Superdrug and Woolworths, and 
through its property arm, Chartwell Land. 

win kinefisherco suk 
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Increasing Value in Cartonboard and Packaging 
Mayr-Melnhof Karton AG is the world’s largest producer of 
recycled cartonboard and European market leader in 
cartonboard manufacturing, packaging, and waste paper recy- 
cling. 

The Mayr-Melnhof Group has over 5,000 employees and 
achieved a remarkable 44% increase in its 1997 net income to 
ATS 644 Mio. Both the successful entry into the cigarette pack 
aging market and a strategic alliance with Europe's second largest cartonboard manu- 
facturer, represent further milestones in the development of the Group, The Group's 
presence in the emerging markets of Eastem Europe has been further expanded, Mayr- 
Melnhof has a solid financial foundation and will develop successfully 
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Microfluidics (NASDAQ:MFIC) produces and distributes 
patented Microfluidizer® materials processor equipment to 
numerous industries for high-pressure and high perform- 
ance dispersion, emulsification, deagglomeration, encapsu- 
lation, and cell disruption used in development and im- 
provement of products. Revenue for 1997 was $7.1 million versus $6.27 million 


| in 1996 while net income per share was $0.22 as compared with $0.10 in 1996, 


Management anticipates continued improvement in 1998. Cash and cash equiva- 





lents at 12/31/97 were more than $4.1 million with no offsetting debt. $ 
actively seeking strategic and complementary acquisitions. 
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MoDo 


MoDo’s profit after net financial items for 1997 amounted to SKr 
2.026 million (1996: 2,919m) 

Net tumover amounted to SKr 21,878 million (21,495m) 

The core product areas, namely fine paper, newspnni and 
paperboard, account for 80 per cent of invoiced sales, The Group 
also produces sawn timber and pulp MoDo is one of Sweden's 
largest exporters, [ts main markets are in Europe, and some 85 per 
cent of invoiced sales go to the EU. The Group's production fa- 
cilities are located in Sweden, Great Britain and France. The Group has marketing organi- 
sations in most European countries, and in the USA MoDo’s products are also marketed 
via agents and distributors in many other countries. The average number of employees in 
1997 was 9.849, of whom 2.882 were employed outside Sweden, 


75 








Nestlé is the world’s largest food and beverage manufac- 

turer with sales of CHF 70 billion in 1997. The Group 

operates in more than 100 countries. Its products include: 

coffee (mainly soluble), chocolate- and malt-based drinks, 

mineral water, milk and nutrition products, ice cream, 
chocolate and confectionery. prepared dishes and cooking aids, and pet food, The 
Group also has a strong presence in ophthalmies through its subsidiary Alcon, 
and holds an indirect minority participation in L'Oréal, the world leader in cos- 
metics. 
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HOLDING 


The business of the Nordiska Group operates primarily within Nordiska 
Fondkommission AB. The company is active in securities trading for indi- 
viduals and institutions, Nordiska Fondkommission is divided into six busi- 
ness areas. Individual Customer Trading focuses on individuals who are 
cager to invest and who require substantial analytical and technical sup 
port 

The Institution business area includes Sales trading and institutional trad 
ing. Capital Management offers services to customers who transfer their 
investment decision-making to Nordiska based on a defined portfolio 
strategy, Corporate Finance works with acquisitions and stock issues, preferably within the MidCap 
sector. Net Shares operates securities trading over the Internet. The Premium Bonds business arca 
ol Nordiska Stockholm and 
Gothenburg. The number of employees at December 1997 was 115. The Group income before taxes 
for 1997 totalled MSEK 50.6 (15.1) and carmings per share after taxes amounted to SEK 2.53 (0.75) 





handics sales and management premium bondis. has offices in 
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Norsk Hydro is one of the world’s leading energy and industrial 
companies, The company recovers and processes ene re- 
sources and is aiming to become even more effective in the recov- 
ery of oil and energy, and the production of fertilizer. light metals 
and petrochemical products. Our goal is to double business vol- 
ume during the period 1996-2005 and to attain, over ume, a pre- 
tax rate of retum on capital employed of 15 percent. In 1997, Hy- 

dro had operating income of NOK 10.7 billion on operating revenues of NOK 96 billion. 
| Together with its annual report, Hydro publishes a comprehensive environmental report 

Additional information, and an electronic version of the annual report, can be found on 

the Intemet. Visit us at: bttp://www.hydro.com. 
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PETROFINA 84 
Internet : http://www fina.com e 
PetroFina is an international, fully integrated petroleum and petrochem- 
cals group, engaged in all areas of the petroleum industry Based in Brussels 
(Belgium), the Group has a strong presence m Europe and in the United 
Suites and a worldwide coverage. It employs approximuatively 14,600 
people in some 152 affiliates located in 44 countries 
In 1997, the PetroFina net income, part of the Group, has reached a record 
of 22.1 billion BEF * (614.48 million USD), an increase of 39 9% compared 
to 15.9 billion BEF in 1996. The sales and other operating revenues amount 
to 727 billion BEF (20.251 million USD) in 97 as opposed to 622.1 billion 
BEF in 1996. The company made progress in all sectors of its business : production increased 4% to 
| 243,000 barrels of oil equivalent per day. total refining throughput increased 4% to 669,000 barrels per 
day, Fina European network sales grew 3% to 6.1 billion Titers per year and worldwide polymers sales 
| rose 6% to 2.2 million tons per year. 
| * 945 BEF (26.32 USD) per share 
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** 2.359 BEF (65.71 USD) per share 
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NCC” 
NCC has annual sales of slightly more than SEK 30 billion, 
with more than 20,000 employees. The Group is organized in 
six business areas: Civil Engineering, Housing, Building, In 
dustry, Real Estate and Invest. NCC shares are listed on the 
Stockholm Stock Exchange 
In the Group's domestic markets — Sweden, Denmark, Finland 
and Norway = NCC builds roads and civil engineering facili- 
ties, residences, industrial premises, hospitals, offices and 
other buildings. NCC also produces building materials. In selected markers outside 
the Nordic region, NCC engages in large-scale, technologically advanced civil engi 
neering projects. NCC develops real estate for extemal sale or internal property man- 
agement, The Group has an extensive real estate portfolio, consisting of 824,000 m of 
floor space in Sweden and 116,000 m° in other markets. 
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CONNECTING PEOPLE 





Headquartered in Finland, Nokia is a broad-scope telecom- 
munications company supplying mobile phones, mobile 
and fixed telecommunications networks, data communica- 
tions solutions, multimedia terminals and computer moni- 
tors. With sales in 130 countries, net sales totalled FIM 
52.6 billion ($9.8 billion) in 1997. Nokia, listed on 
NYSE (NOK.A), employs more than 38,000 people 
worldwide. 
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NORRPORTEN 
Norrporten's business concept is to acquire, develop and 
manage properties in Norrlind, Property holdings are concen 
trated in the regional central districts of Sundsvall, Luleå, 
Umea. Östersund and Gävle and in 1997 expanded 42% to a 
total of 466,000 m° rentable surface space. Income after finan- 
| cial items for 1997 totalled MSEK 79.8, an improvement by 
MSEK 29 compared to 1996. This income corresponds to a 
profit of SEK 10.53 per share. The income per share after stand- 
ard tax amounts to SEK 7.58 as compared to SEK 5.88 the previous year. Cash flow 
from operating activities amounted to MSEK 94.2, corresponding to SEK 12.43 per 
share. The dividend for the 1997 financial year was SEK 5.50 per share. Norrporten 
was introduced on the A-list of the Stockholm Stock Exchange on 20 February 1997 
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[Q)Perstorp 


Perstorp’s goal is to be a global leader in chemistry and mate- 


rials technology applications. 
The Group is active in global markets and is one of the lead 
ing companies worldwide in many applications Manu- 


facturing operations are conducted in 18 countries in Europe. 
North and South America and Asia, and approximately 90 per- 
cent our are Sweden. During the 
past year the operations have been concentrited in a few se- 
lected areas that offer distinct potential for high growth and profitability The Group 
has now entered a phase during which our priority will be to achieve a high rme of 
profitable growth while retaining the current operational focus. The aim is to double 
level of at least SEK 20 billion. Perstorp intends to 
boost its profitability to increase its shareholder value. 


of sales generated outside 


sales by year 2002 and reach a 
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Petroleum Geo-Services ASA is a holding company 
which offers a range of technologically focused explont- 

I tion and production services through its subsidianes 
Ezi including the acquisition, processing and management 
of contract seismic surveys and of multi-client: seismic surveys. These data are used by oil 
and gas companies in the exploration of new reserves, development of existing ficlds and 
management of production fields. The company also provides floating production systems | 
and services, production monitoring (4D) and reservoir characterisation studies and other | 
complementary specialized geophysical services. The PGS Group is listed on the Oslo 
Stock Exchange and the New York Stock Exchange with head offices both in Lysaker 
outside Oslo and in Houston 

PGS has about 2000 employees and achieved net revenues of about $ $16 million in 1997, 
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Plastic Omnium 
engineered plastic products, with operations in three core businesses 
Automotive components such as dashboards, bumpers, fenders, and fuel systems. 
Products and services for local municipalities and busines in the 
areas of waste management. recreational equipment and recycling. 
-High performance engineered plastic parts for a wide variety ol 
industries and components for the pharmaceutical industries 


FF $.170 million, of which 56% 
S0 factories worldwide, with facilities in 


is a European leader in the manufacture of 





8.800 


continents 


Consolidated turnover 


from outside of France 


employees I8 countries on four 


Chairman and Managing Director Jean Buretle 
http) vewew plasticonminm co 


Innovators in Plastics 
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Railtrack owns Britain’s rail infrastructure — the tracks, 
signals, tunnels and stations. We provide access to our 
tracks and stations for use by our customers, the passenger 
and freight train operators. We manage timetabling and 
signalling and maintain and renew the network, Railtrack 
is now spending £4 million a day to create a railway that 
is second to none. 
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Royal Ten Cate is active on three continents ~ Europe, North 
America and Asia — in the fields of development, innovation, 
manufacture and sales of semimanufactures and components, Its 


Royal Ten Cate 


products are supplied to the clothing and carpet industries, 
construction and civil engineering, the food industry, agricul 
ture and horticulture and the office equipment sector. Royal 
Ten Cate’s products are noted for their functionality, durabil 
ity and the excellent value for money they represent 

. Approximately 25% of its sales are generated in the Nether 
lands and 75% elsewhere in the world. The annual tumover amounts to NLG 1.4 bil 
lion (NLG 1.7 billion including Denim). The corporation employs 4700 people: 
1900 work in the Netherlands, 1700 in other European countries (of whom 800 in 
Denim). 900 in the United States and approximately 200 in Asia. 





An 


A Scientific 
Atlanta 


5 


95 






Headquartered in metropolitan Atlanta, Georgia for more 
than 40 years, Scientific-Atlanta, (NYSE: SFA). helps 
people around the globe connect with entertainment, infor 
mation and each other. Cable operators, broadcasters, tel- 
ephone and utility companies, governments and corpora- 
tions worldwide rely on our advanced terrestrial and satellite networks to deliver 
voice. data and video communications services. Through our worldwide offices 
and representatives in more than 70 countries, we support the innovation of new 
applications and invest in intensive research and development programs to add 
value to our customers” businesses. (http://www.sciatl.com) 


Solvay Group © 97 
Growth through 
Innovation SOLVAY 


hitp://www.solvay.com 


Solvay is a chemical and pharmaceutical Group, 
with consolidated sales amounting to more than 
| BEF 300 billion (USD 8.4 billion) in 1997 

The strategy followed by Solvay is to be a world 
leader in its four sectors of activity Chemicals, 
Plastics, Processing and Pharmaceuticals, to improve the quality and 
added value of its products and services through continous and cost-ef- 
fective innovation — while also opening new geographical markets for 
them, mainly in the USA, Asia and Central Europe. 
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The plettac AG Group, with approx. 5000 employees 
throughout the world, achieved a total tumover of 1.19 bil- 
lion DM (+ 22 %) in the 1997 financial year, with a result 
of 82 million DM 

Through its worldwide operations, the plettac AG Group 
occupies market-leading and strong positions in the fol- 






lowing business areas: scaffolding, services, metal forming, 


halls and tents and securities systems, The expansion strategy of the last few | 
years continues unchanged. 

You can also find up-to-date information on the Internet under the address: | 
www. plettac.de 


@) RAUTARUUKKI a 


Rautaruukki is a listed company whose area of business | 
manufacture of steel and its versatile upgrading, 
Rautaruukki has production units in 14 European countries 
and employs 12700 people. Rautaruukki is the market 
leader in many of its products in the Nordic countries. 
Further information 

hitp://www.rautarnukki fi 
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ScanMining owns expanding gold and zine ores in the 
Sorsele field in northem Sweden. The goal is to start min- 
ing in the year 2000. 

ScanMining prospects for gold, zinc and other commer- 


4 


cially extractable metals and has several high potential 
holdings in its portfolio of mining-claims 

The Scansystem, a method developed by the company, is | 
used for prospecting 
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Skanska is one of the world’s largest companies in con- 
struction-related services and project and property develop- 
ment. Its vision is to be a world leader in these areas 
Skanska has operations in some 50 countries, with “do- | 
mestic” markets in Sweden, Denmark, Finland and the 
United States. Its strategy is to continue its internationali- 
zation, primarily by means of continued growth in the United States and expan- 
sion in European markets. In 1997, net sales totaled about SEK 55 billion, 
with income after financial items of about SEK 11 billion. The Skanska Group 
has approximately 37,000 employees 
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Statoil is an international integrated energy company with 
17 000 employees and operations in more than 25 coun- 
tries. 
Statoil achieved an operating profit of NOK 17 billion and 
m= ü Nei profit of NOK 4.3 billion in 1997. The company’s 
— exploration investment offshore Norway and in intema- 
tional waters amounted to NOK 3.5 billion, and its oil and gas reserves were in- 
creased by eight per cent during the year, Statoil’s overall reserves are today 4.4 
billion barrels of oil equivalent. 
Please find our Annual Report and Accounts 1997 on http://www statoil. 


com 
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Stena Line 


The Stena Line Group is an international transport and 
travel service company, and one of the world’s largest ferry 
operators. In March 1998, the Group’s route network com- 
prised 12 strategically located ferry routes in Scandinavia 
and around the UK. The Group is also the jomt-owner of 
the ferry operations, P&O Stena Line, which handles ferry 
traffic on three routes within the Short Sea area of the English Channel. 16.6 
million passengers travelled, and about 3 million private cars and 1.1 million 
freight units were transported on Stena Line’s ferries in 1997 
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SWEDISH MATCH 


Swedish Match is a global branded consumer products 
company in the areas of tobacco, matches and lighters. The 
Company's products are manufactured in 26 factories in 14 
countries and are sold in some 140 countries. The annual 
sales amounts to SEK 7.5 billion, approx. USD 1 billion 
(1996) with more than 7,000 employees. Swedish Match is listed on the Stock- 
holm Stock Exchange and NASDAQ. The Corporate Headquarters are located in 
Stockholm 


BOMKINS 


v 
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4 Tomkins is a British based international company focused 

F on manufacturing and committed to achieving consistent 
ê long-term organic growth. Quoted on the London and New 
4 York Stock Exchanges (TKS). Tomkins has sales ap- 

¢ proaching £5 billion and employs over 65,000 people in 

— over 200 facilities around the world. Tomkins’ key objec- 

tives for shareholders are to generate above-average growth in earnings per share, 

to maintain a progressive dividend policy and to build a broad base so as not to 

be dependent on any single product, market or economy 
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W VALMET 


Valmet is the world’s leading supplier of paper & board 
machinery and related automation. Net sales totalled FIM 
12.3 billion in 1997. Valmet has major production plants 
in Finland, Sweden, England, France, Italy, Canada and 
the USA as well as a joint venture in China and sales of- 
fices and service operations in all important markets: in Western Europe, North 
and South America, Asia and Australia, Valmet’s shares are quoted on the Hel 
| sinki and New York Stock Exchanges. 

Our web site: www.valmet,com 


Our goal is to transform the Winsche Aktiengesellschaft into a globally 
operating lifestyle group with a clear-cut prore We see the prerequi 
site for this as being Concentration on our core business: the broad field 
of fashion, This field offers internationally significant potential, We 
want to exploit them in order to establish a company with high earning 
| power and sustained profitability, In order to achieve this goal we will 
| use our management holding to unite companies which are well-estab- 
lished but still have room for development to integrate the new brands 
| into the strategic overall concept and to internationalise the brands. The 
Fes first decisive step was taken at the beginning of 1998 with the acquisi- 
tion of JOOP! GmbH. 
The investment portfolio today includes the designer label JOOP!, the chain-store company for 
“young fashion” Jean Pascale AG and the textile wholesalers Jansen Textil GmbH and Miles 
Handelsgeselischaft International mbH. The group reported sales of 948.4 DM million in 1997 
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STORA is one of the world’s leading manufacturers of 
newsprint, magazine paper, fine papers and board and pack- 
aging paper. Paper and board production capacity amounts 
to slightly more than 6 million tonnes 


Group net sales totaled SEK 44,464 million in 1997. Profit after net financial 
items was SEK 2,382 million. 
Average number of employees was 20,431 
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TANDBERG DATA === 


Tandberg Data (http://www.tandberg.com) is a world 
leading supplier of advanced tape data storage management 
products for the Network Storage market. Major customers 
include Compaq, IBM, Sun Microsystems, Siemens 
Nixdorf, Fujitsu and Bull. Sales revenue for 1997 was 
NOK 889 mill. The company is listed on the Oslo Stock 
Exchange (OSE:TAD) 





Market position progressively strengthened 
TUV Süddeutschland achieved a generally satisfactory 
and stable result against a background of fiercer competi- 
tion, shrinking profit margins and rising costs 
Consolidated Group sales worldwide increased by DM 61 
million, or 4.3 % to DM 1,477 million. Net profit rose to 


DM 73.1 million. This disproportionately high increase was due to a much im- 
proved operating result and to special circumstances in 1997. Equity capital in 
the Group increased by DM 203 million to DM 364 million, or 22.1 % of total 


assets 
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Washington Real Estate Investment Trust (WRIT) is a 
self-administered, equity real estate investment trust in- 
vesting in income-producing properties in the greater 
Washington-Baltimore region. The Trust owns a diversi 
fied portfolio of 52 properties consisting of 12 shopping 
centers, 18 office buildings, 8 apartment properties and 14 
industrial distribution properties. WRIT has paid consecu- 
tive quarterly dividends to its shareholders for 35 years and 


the annual dividend paid has increased every year for the past 27 years. WRIT is 
the only REIT, and one of only 13 of the other 15,000+ publicly traded compa- 
nies in the U.S., whose earings per share and dividends have increased for at | 
least 25 consecutive years, WRIT’s shares are publicly traded on the American | 


Stock Exchange (Symbol: WRE) 


Fill in the coupon on the following page. 










Sweden. 


Please mail to: 
Europe Investor Direct 


Kronhusgatan 2B 
8-411 13 Gothenburg 
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+46 31 711 77 88 
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Participate in our free prize drawing. 
First prize: £3,000 worth of shares in any of the participating companies. Se con 
prize: A trip for two persons either to Euro Disney in Paris; experience the 


and magic of Walt Disney’s enchanting world... or the Grand Canary 
you can enjoy golf, swimming and sunshine (value £1,000). 
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We wanted a cutting edge. Something to 
nourish our business and help it grow. Easy access 
to 1.5 billion new consumers seemed like a good 
start. A stable tax-free business environment free 


of bureaucracy was another obvious attraction, 





fi , Jebel Ali Free Zone, Dubai. Freedom to te business. 


To find out more about the Jebel Ali Free ne, call +9714 815000, fax +9714 817777, telex 47398 or wr to the Jebel Ali Free Zone Sale 








July tst 1997100 


O AREN PANT NE OES E DOE DOE S PAE E POOE 





Still sick and gloomy, 


now rebellious 


BANGKOK, JAKARTA AND SEOUL 


The treatment for East Asia’s financial ailments seems to be killing the pa- 
tients. Some of them may risk trying to reflate their economies 


B NOW, according to the original prog- 
noses, the patients should be out of in- 
tensive care. Weak but convalescent, they 
should at least have a glimpse of recovery. 
Yet Asia’s three big recipients of IMF-ad- 
ministered transfusions—Thailand, Indo- 
nesia and South Korea—are still in a critical 
condition. Worse, the disease which laid 
them low is still spreading through their 
neighbours and other emerging markets. 
Predictably, there are mounting calls for re- 
bellion against the prescribed treatment. 
Its critics have a persuasive argument: it is 
not working. 

Plenty of alarming statistics attest to the 
depth of the continuing recession. To take 
just three: in April, Indonesian imports de- 
clined more than 70% from the same 
month in 1997; some 20,000 South Korean 
firms have gone bust so far this year; car 
production in Thailand fell 77% in the first 
five months. Forecasters adjust their pre- 
dictions for economic shrinkage almost 
weekly. At present, some expect South Ko- 
rea’s GDP to fall by as much as 8% this year, 
Thailand's by 6% and Indonesia’s by 15% (or 
perhaps even 25%). 

- Hong Kong is now in recession. Singa- 


“pores prime minister thinks the island can 


“avoida similar fate this year, but might find 
it harder in 1999. There are hopes that Ja- 
pan might stimulate its economy once its 
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election is out of the way (see next story) 
and act as a locomotive for regional growth, 
but these are outweighed by fears that Ja- 
pan’s own recession will be deep and long. 
Falling prices in China add to worries that 
its government will not continue to resist 
the pleas of its exporters for a cheaper cur- 
rency, and so set in motion a new round of 
competitive devaluation. The region as a 
whole seems to be witnessing a cumulative 
process of economic collapse. 

The human cost is high. In Jakarta, 
more beggars and prostitutes mill around 
the streets at night; children sleep on traffic 
islands. In Thailand, farmers from the poor 
north-east protest in Bangkok demanding 
debt relief. In South Korea, where the num- 
ber of unemployed is forecast to reach 3m 
this year, some laid-off workers have killed 
themselves and their families; others have 
sent their children to orphanages. 

Desperate times call for desperate mea- 
sures, but nobody seems to know quite 
which. Indonesia's president, B.J. Habite, 
has called on his people to fast twice a week 
to save rice. Economists in Thailand sug- 
gest reviving plans for a gargantuan con- 
struction project—digging a hole through 
the isthmus in southern Thailand (not 
quite pure Keynes: the hole would not be 
filled in, but form a canal tunnel linking 
the Pacific and Indian oceans). 
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Such ideas reflect growing disillusio 
ment with the rmr's prescriptions, Thes 
are often unfairly caricatured.as cripplin 
countries through fiscal austerity. In fac 
the crisis has deepened, the imr has tole 
ated looser government purse strings. Ite 
visages a budget deficit of 8.5% of Gop in 
Indonesia, 4% in South Korea, and 2 
(likely to be increased) in Thailand, The 
other major criticism is of monetary policy. 
Interest rates are kept high to prevent cur: 
rencies entering free fall again. Yet this. 
makes it hard even for companies with 
healthy order books to service their debts or 
to finance their trade. So the volume of bad 
debts clogging the banking systems keeps 
mounting. 2 

It was once possible to argue that the 
IMF’ policies could not be blamed since 
few countries had implemented them 
wholeheartedly. Even Thailand, the model 
patient, has still not made great progress in 
selling off the bad assets of closed finance. 
companies, which might allow the glutted 
property market to clear. But, in general 
terms, all three countries are doing what 
they are told—drafting bankruptcy and 
foreclosure laws, liberalising investment 
regimes, privatising state assets, and fol- 
lowing tight monetary policies. And it does 
not seem to be doing them much good. This 
is partly a consequence of a regional slow- > 
down in trade that was unforeseen when 
the crisis broke. But more and more people. 
in the region are arguing that it is also a 
consequence of misguided policy. 

Malaysia, which is also facing eco-- 
nomic contraction, was until recently run- 
ning a kind of shadow IMF programme. It 
was the first to break ranks. The prime min- 
ister, Mahathir Mohamad, has tried: tc 
force local interest rates down, even if this 
means some further weakness in the cur- 
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rency, the ringgit. In doing so he appears to 
be working against both his central bank 
and his minister of finance, as well as con- 
ventional market wisdom. 

His efforts will be closely watched. Mr 
Habibie’s cabinet in Indonesia, for exam- 
ple, includes people sympathetic to Malay- 
sian conspiracy theories about “hidden 
hands” manipulating the markets against 
Asia. Even those trained in the West are be- 
ginning to despair at the scale of the disas- 
ter. The Indonesian government now esti- 
mates that 40% of the population—80m 
people—are living below the poverty line. 
Mass hunger is a real fear. The government 
insists that, despite a bad drought, there is 
enough food. But the distribution system is 
impaired—many lorries are off the road for 
want of spare parts—and prices are simply 
too high for many people. 

This week riots continued to flare up. 
The terrible sacking of Jakarta and other cit- 
ies in May has left more than physical scars. 
The ethnic Chinese who were targeted, and 
many of whom fled, are unlikely to return 
without adequate guarantees of their 
safety. In particular, many demand a 
proper investigation into reports of the sys- 
tematic rape of more than a hundred 
women. Unless the ethnic Chinese bring 
some of their money and commercial ex- 
pertise back, it will be hard to attract for- 
eign investors. Indonesia's economy is pay- 
ing a high price for the political mess 
President Suharto left behind when he re- 
signed in May. Later this month, the gov- 
ernment will be begging aid donors to 
cover its budget deficit. 

No other country is in such a bad way. 
No other has seen its currency depreciate 
quite so much: 80% in a year. But Indonesia 
is not alone in needing a drastic restructur- 
ing of its businesses, threatening labour un- 
rest. In South Korea, financial workers have 
staged daily walk-outs to protest against 
bank closures; hospital employees and 
other workers also plan strikes. President 
Kim Dae Jung is attempting to reconcile the 
irreconcilable: to force banks and con- 
glomerates to streamline their operations 
while keeping a lid on unemployment. 

In Thailand, as in South Korea, the 
present government was installed partly 
because of the crisis, and so was able to dis- 
tance itself from policies that led to the de- 
bacle. But the honeymoon is over. The ad- 
ministration finds itself criticised for being 
“anti-poor”. Exchange rate stability, of a 
sort, has been achieved. But so far, few feel 
the benefits. So those who argue that IMF 
policies are designed to protect the rich at 
home and their creditors abroad receive an 
ever wider hearing. In Thailand, as else- 
where, the next stage of Asia’s depression 
will see growing pressure on western lend- 
ers to bear more of the pain ofa slump they 
helped create. 
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Japan 
Facing the voters 


TOKYO 


Cc it short-sightedness or just bad 
timing. But attempts by foreigners to 
bully Japan into getting to grips with its 
economic woes look like back-firing badly. 
Until a few weeks ago, the ruling Liberal 
Democratic Party (LDP) was set to clinch a 
landslide victory in the crucial upper- 
house election on July 12th. Having finally 
achieved a majority (albeit a slim one) in 
both houses, Ryutaro Hashimoto, the 
prime minister, could then push through 
reforms needed to clear up the banks’ bad 
debts and kickstart the economy properly. 

Instead, something else could happen. 





Hashimoto has reason to be worried 


Mounting pressure from Washington and 
Brussels has forced the Lpr leadership to set 
aside its carefully-laid election plans to fo- 
cus on crisis management. As the latest 
polls show, Japan’s large mass of floating 
voters (nearly 60% of the electorate) look as 
though they may seek greater revenge than 
expected on Mr Hashimoto’s party for its 
mishandling of the economy. 

The number of people voting is still 
likely to be low by Japanese standards, 
though perhaps not quite as bad as the 
44.5% turnout at the last upper-house elec- 
tion in 1995. Half the chamber’s 252 seats 
ate contested every three years. To regain 
the majority it lost in 1989, the LoP would 
have to win an additional eight seats on top 
of the 61 that it has up for re-election. 

Over the past few weeks, its chances of 
doing so have dwindled as the government 
was forced to promise foreigners perma- 
nent tax cuts and then pretend to cynical 
voters that this did not amount to bowing 


to overseas pressure and backtracking. 
Confusion, especially over whether the 
economy-boosting tax cuts that foreigners 
have urged on Mr Hashimoto should be 
made permanent or not, has only made the 
government look more incompetent. As 
worsening polls set off alarm bells in LDP 
headquarters, Mr Hashimoto finally an- 
nounced on July 8th that the tax cuts would 
indeed be permanent. 

Though failure to win a majority in the 
upper house is not going to force a change 
of government, the election has turned into 
a referendum on Mr Hashimoto's leader- 
ship. Odds are he will survive. Recent polls 
by Japan’s leading newspapers suggest that 
the Lpr should win 63-65 seats—enough for 
it to claim victory if not an overall majority. 
Among the opposition, only the Japan 
Communist Party is expected to gain much 
ground through its slick grassroots ma- 
chine pulling in the protest vote. 

All eyes, however, have been on the 
Komei. This is the second largest opposi- 
tion party in the upper house after Naoto 
Kan’s ragtag collection of politicians who 
recently banded together under the banner 
of the Democratic Party of Japan. The 
Komei, backed by the Buddhist-affiliated 
Soka Gakkai support group, which has 
some 8m family members, is fighting an 
election under its own name for the first 
time since the former Komeito merged 
with Ichiro Ozawa’s now defunct New 
Frontier Party (NFP) back in 1994. 

The Soka Gakkai threw its vast resources 
behind Mr Ozawa’s band of Lpr rebels, 
hoping that the newly formed NFP would 
offer a serious challenge to the Liberal Dem- 
ocratic Party's long-standing monopoly of 
power. Instead, Mr Ozawa’s motley crew ei- 
ther jumped ship for more promising op- 
position camps or slunk back to the LDP 
once they realised they were out in the cold. 
A disillusioned Soka Gakkai has no inten- 
tion of making the same mistake twice. 

That has not stopped the LDP from pay- 
ing court to the Buddhist support group. 
With its chances of an outright majority in 
the upper house fading fast and its former 
coalition partners (the Social Democrats 
and the Sakigake) vanishing from the scene, 
the pp has been casting round for some 
other source of upper-house support. The 
Soka Gakkai’s two dozen Komei members 
in the senior chamber would provide Mr 
Hashimoto with a handy margin for push- 
ing through necessary reforms. Unfortu- 
nately, the Soka Gakkai has not forgiven the 
ruling party for accusing its honorary presi- 
dent, Daisaku Ikeda, of sexual impropri- 
eties. The LDP has even apologised pro- 
fusely, but to no avail. “That would be 
impossible,” said Toshiko Hamayotsu, the 
Komei leader, when asked whether her 
party would join a coalition with the LDP. 

All of which means Mr Hashimoto 
could be in a bit of a quandary after the 
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election. If the worst came to the worst, the 
ruling party would have to start talking 
quickly to those independent members in 
the upper house whom it backed as a safe- 
guard. At least three could be arm-twisted 
without too much trouble into joining the 
LDP proper. Then it would be up to Koichi 
Kato, the ruling party’s indefatigable secre- 
tary-general, to sweet-talk opposition mem- 
bers one at a time into changing sides—just 
as he painstakingly rebuilt the LDP’s major- 
ity in the lower house two years ago. 





The Philippines 
The plot thickens 


MANILA 


OSEPH ESTRADA promised, when he 

was elected president of the Philippines, 

that it would be “the last great perfor- 
mance of my career”. Sure enough, within 
days of moving into the presidential pal- 
ace, the former B-movie actor took centre 
stage in a number of theatrical issues. 

One is a controversy over where to bury 
the late dictator, Ferdinand Marcos, who 
was overthown in 1986 by a “people 
power” revolution. Pressed by Marcos'’s 
widow, the indefatigable Imelda, Mr 
Estrada had agreed to a burial in Heroes’ 
Cemetery in Manila. At present Marcos’s 
body is kept in a chilled casket in his home- 
town of Batac in the northern Philippines. 

Yet many Filipinos do not share Mrs 
Marcos’s belief in the plundering dictator's 
heroism, and Mr Estrada has been forced 
into an unusual tone of contrition. He 
apologised for his mulish handling of the 
issue by mumbling, somewhat incoher- 
ently: “Maybe I felt too strongly about get- 
ting all the wrong priorities out of the way 
so we can focus on the right things at once.” 

The row has been tempo- 
rarily defused by Mrs Marcos, 
who has agreed to postpone 
the burial. It is far from clear 
what will happen to the body, 
especially as the cost of pre- 
serving it has involved rows 
about unpaid electricity bills. 
The influential Roman Catho- 
lic church has suggested Mar- 
cos be buried in Batac, but his 
widow is a stubborn woman 
who longs for the seal of ap- 
proval that a burial in Heroes’ 
Cemetery would bring. 

Another problem for Mr 
Estrada is Subic Bay, a former 
United States naval base that 
has been transformed, since 
the Americans left it in 1992, 
into the country’s flagship ex- 
port-processing zone. The 
zone was built up by Richard 
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Gordon, a former local mayor, who now 
heads the development. But he has refused 
to step down to make way for Felicito 
Payumo, whom Mr Estrada’s wants to ap- 
point to the job. There is no love lost be- 
tween Mr Gordon and the new president. 
Their enmity dates back to 1991, when Mr 
Gordon refused to let Mr Estrada into Subic 
Bay to film a movie critical of American 
bases in the Philippines. 

Now Mr Gordon's supporters, sporting 
T-shirts with the slogan “Hands off our 
Dick”, have erected barricades around Su- 
bic Bay to keep Mr Payumo out. The issue 
has now landed in the courts, but no one 
has any idea what will happen next. On 
July 6th, citing undue pressure from both 
camps (including surveillance by mysteri- 
ous people in cars with darkened win- 
dows), Judge Eliodoro Ubiadas withdrew 
from the case. Now Mr Estrada is threaten- 
ing to have Mr Gordon charged with sedi- 
tion and treason. 

None of this, of course, has impressed 
firms such as America’s Federal Express or 
Acer, Taiwan's biggest computer maker, 
who are among the multinationals that 
have invested heavily in Subic Bay and 
now face disruption from the dispute. 

Unfortunately for Mr Estrada, there is 
no shortage of other matters that are far 
more pressing than either how to dispose 
of a largely unloved dictators corpse or 
how to depose a local hero. His govern- 
ment is facing a large and growing budget 
deficit this year, and more Filipinos will 
lose their jobs as the effects of the Asian fi- 
nancial crisis continue to bite. On top of 
that, the exceptional El Niño weather pat- 
tern has devastated agriculture, which em- 
ploys more than 40% of the workforce, and 
the country is now bracing itself for floods. 
Coping with all these problems requires a 
star performance from the new president, 
not a comic opera. 





Imelda and chilling dictator 
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Moody blues 


DELHI 


HE euphoria that followed India’s nu- 

clear explosions was always going to be 
shortlived. Now that it is fading fast, it has 
exposed a seriously weak political and eco- 
nomic structure. The ruling Bharatiya 
Janata Party (BJP) remains unstable and in 
danger of being toppled by disgruntled co- 
alition members. 

Immediately after the nuclear tests in 
May, some members of the Bjr wondered 
whether it was worth calling a snap elec- 
tion in an attempt to win an absolute ma- 
jority in Parliament (the party has only 179 
seats in a house of 545, and depends on al- 
most 100 undependable mrs from minor 
parties for its survival). However, by-elec- 
tions to three parliamentary and 48 state 
assembly seats in June suggest that public 
support for the nuclear tests does not trans- 
late into many votes: the Byp made some 
modest overall gains, especially in the 
northern state of Uttar Pradesh, but fared 
indifferently elsewhere. 

The by-elections were dominated by lo- 
cal issues. The party hopes pride in the 
bomb will matter more in a general elec- 
tion, but this too may turn out to be wishful 
thinking. The syr is likely to remain hostage 
to the demands of minor coalition partners 
that are threatening to pull the rug from un- 
der it. Few in the party now believe the gov- 
ernment will last more than a year. 

Indeed, it could fall earlier. Jayalalitha 
Jayaram, whose AIADMK party commands 
18 votes, almost provoked a collapse by re- 
fusing to attend a meeting of the ruling co- 
alition. This was a clear signal that she 
might withdraw support unless the Bjp met 
her main demand: the sacking of the state 
government in Tamil Nadu. The state gov- 
ernment is prosecuting her for corruption, 
and Ms Jayalalitha wants to stop this. With 
the ByP unlikely to agree to such a demand, 
she eventually drew back from the brink. 
But the incident underlined the shakiness 
of a government whose main achievement 
after 100 days in office is, according to one 
BJP stalwart, sheer survival. 

The party had high hopes that its pro- 
tectionist budget announced on June ist 
would help revive the economy. But the 
stockmarket has lost one-fifth of its value 
since then. Now Moody’s, a credit-rating 
agency, has lowered India’s credit rating. 
This makes new loans more expensive for 
Indian corporations. Moody’s says (and 
many Indian businessmen agree) that the 
fundamental problem is not sanctions im- 
posed by America and others in retaliation 
for the nuclear tests, but unstable politics, 
insufficient commitment to real economic 
reform and continuing obstruction of for- 


33 


Ske 


ASIA 
eign investment in infrastructure. To make 
things worse, a cyclone has devastated In- 
dia’s largest port, Kandla, killing more than 
1,000, and a poor crop has sent vegetable 
prices spiralling up. 

The government has such a fragile ma- 
jority in Parliament that it is easily pan- 
icked into policy reversals. The finance 
minister, Yashwant Sinha, is now 
nicknamed “Rollback Sinha” after revers- 
ing many of the measures he announced in 
the budget, including rises in the price of 
petrol and fertiliser. When businessmen 
complained about an import-duty sur- 
charge of 8%, which was supposed to help 


Afghanistan and Pakistan 
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them but instead pushed up their costs of 
production, he halved the surcharge. A 
withholding tax on interest on foreign 
loans was also rolled back after criticism. 
And in the face of protests against a new tax 
on packaged foods, led by a small Delhi res- 
taurant chain called Nathu’s Sweets, Mr 
Sinha is under pressure to roll this back too. 
Such constant retreat has eroded the 
ByP’s claim that, by standing up to America 
and exploding the bomb, India has gained 
worldwide respect. Rather, a political party 
which is unable to stand up to Nathu’s 
Sweets is increasingly incapable of win- 
ning even local respect. 
— 





End of the road for the Taliban? 


The Islamic zealots who have conquered much of Afghanistan face stalemate 


HE success of the Taliban army in Af 

ghanistan has owed much to Pakistan’s 
support. In return, Pakistan believed that a 
country united under the Taliban would be 
happy to co-operate with its benefactor. But 
things are not turning out that way. For one 
thing, the Taliban do not rule the whole of 
Afghanistan and, in Pakistan’s view, are un- 
likely to. Since the Taliban fighters emerged 
in 1994 they have been immensely success- 
ful, and now control about 
two-thirds of Afghanistan, in- 
cluding the capital, Kabul. But 
the northern third, ethnically 
different from the Taliban's 
followers, and deeply op- 
posed to their strict interpre- 
tation of Islamic law, remains 
strong. 

The Pakistan army, work- 
ing through its Inter-Services 
Intelligence branch (1s1), and 
supported by the interior 
ministry and rich merchants, 
believed that the arms and 
training it freely gave to the 
Taliban was an investment 
for the future. Pakistan is a 
small country in military 
terms. A pliant Afghanistan 
would, the army reckoned, provide the stra- 
tegic depth it needed should it ever have to 
fight India. Yet the Taliban have never been 
the puppets of the ısı that many suppose 
them to be. Their increasing disregard of 
their mentors has weakened the 1s1’s clout 
with Pakistan’s policymakers. Should the 
government heed the army’s plea for nu- 
clear weapons, the resulting strategy—mu- 
tually assured destruction, or MAD, as it 
was cryptically known during the cold 
war—would weaken the case somewhat for 
strategic depth and confound the army’s ra- 
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An Vivological 


tionale for backing the Taliban. 

For Pakistan’s civilian politicians, 
moreover, the Taliban, for all the ground 
they have taken, have been a disappoint- 
ment. They have failed to force open the 
principal road to Central Asia; they have 
not delivered on a promise to eliminate 
opium production; and they appear to 
have a dismal regard for human rights. Far 
from encouraging trade, their firebrand 





E 
warrior 


style of Islam has terrified Central Asian 
governments, who now blame Pakistan for 
supporting them. 

Worse, the Taliban pose a possible, 
tkough previously unforeseen, threat to Pa- 
kistan’s own security. Most Taliban fighters 
grew up in refugee camps in Pakistan. 
Thousands of others are Pakistani nation- 
als. As the prospect for sweeping victories 
in Afghanistan recedes and administrative, 
rather than military, skills are sought, many 
veteran fighters have begun to look to new 
ideological battlefronts. Pakistan, familiar 


territory for the Taliban and racked with 
un-Islamic corruption, is top of their list. 
Their spiritual home lies in religious 
schools run by the Jamiat e Ulema e Islam 
(jut), an Islamic party that has repudiated 
democratic elections and has called for Is- 
lamic revolution in Pakistan. The govern- 
ment fears these zealous and battle-trained 
youths could pose a mortal threat to Paki- 
stan’s democracy. 

The army, including the isı, still favours 
the Taliban. So, for now, does the foreign 
ministry, headed by a former ısı officer 
whose anti-Taliban deputy may soon dis- 
place him. But the prime minister, Nawaz 
Sharif, unlike his predecessor Benazir 
Bhutto, has few close ties to the Taliban. The 
educated civilian elite tend to abhor them. 
They and the interior ministry, fearful of 
domestic instability, want to distance 
themselves from the Taliban. The signs are 
that they will win. 

One favoured option is to give support 
to the Pashtuns, the traditional rulers of Af- 
ghanistan, with the aim of marginalising 
the Taliban to a purely religious role. A 
Pashtun-led political organisation would, 
it is hoped, forge a settlement with the 
northern alliance of Burhanuddin 
Rabbani. In January, to the chagrin of the 
Taliban, Mr Rabbani visited Mr Sharif and 
met Pashtun politicians. Since then, Paki- 
stan has flown aid to earthquake victims in 
areas under Mr Rabbani’s control. Peace is 
again being talked about. In April, after a 
visit to Afghanistan by Bill 
Richardson, a senior Ameri- 
can official, representatives of 
the warring groups met in Is- 
lamabad, the Pakistani capi- 
tal. Meanwhile, Pakistan has 
set up a new anti-terrorist de- 
partment and plans to regu- 
late religious schools. 

The Taliban are wrestling 
with problems of their own. 
Historical tribal enmities lurk 
close to the surface. Shortages 
of experienced leaders have 
been made up by relying on 
some former communists 
and guerrillas, diluting the 
movement's theological pu- 
rity. Yet, the Taliban should 
not be discounted. They still 
have powerful connections in Pakistan 
and, more importantly, popular support at 
home. These could sustain the Taliban 
through several crises. They have achieved 
the improbable feat of disarming tribes- 
men in a society where guns are considered 
indispensable emblems of manhood. Their 
tule is widely praised—if only by men—for 
bringing peace and stability to previously 
lawless areas. But they must be aware that 
erstwhile friends have repeatedly toppled 
intransigent Afghan rulers. 
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High-rise brought low at last 
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It seemed a good way to house the poor. It wasn’t. It is being put right 


HE wrecking-ball is swinging in Chi- 

cago. The city’s housing authority has 
demolished ten high-rise public-housing 
buildings, including one in the notorious 
Robert Taylor Homes, and has plans to de- 
molish nearly 20 more. It is not merely top- 
pling buildings; it is striking at half a cen- 
tury of flawed housing policy. 

The Chicago Housing Authority (CHA), 
long considered the country’s worst public 
housing agency, has a plan to move people 
out of isolated, decrepit high-rise buildings 
into mixed-income developments and pri- 
vate housing. The agency’s new task, says its 
executive director, Joseph Shuldiner, is not 
just housing the poor. It is providing peo- 
ple with homes they can afford but can also 
bear to live in. 

Architecture, racism and even good in- 
tentions have conspired to create a poverty 
trap in Chicago's housing projects. As else- 
where, public housing was first designed in 
the 1930s as transitional housing for the 
working poor, often with stiff eligibility re- 
quirements that screened out the neediest. 
Chicago's special problems were born in 
the 1950s when local politicians, including 
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the mayor, Richard J. Daley, began to use 
public housing to segregate the city’s rap- 
idly growing black population. 
Meanwhile, city builders had become 
enamoured of Le Corbusier's vision of ur- 
ban buildings as “islands in the sky”. The 
result was hulking high-rises in poor black 
neighbourhoods, the worst of which is an 
uninterrupted four-mile stretch of public 
housing on the city’s south side. The Robert 
Taylor Homes are the hallmark of this corri- 
dor—a clump of more than two dozen 16- 
storey buildings, identical except for the 
colour of their brick and the way they face. 
The result is the biggest concentration 
of poverty in America. New York and 
Puerto Rico have more public-housing 
units (see table on next page), but they are 
mercifully spread among smaller, less isg- 
lated projects. Some 95% of CHA residents 
are on some kind of public assistance, com- 
pared with roughly 25% in New York. Pre- 
dictably, CHA buildings are magnets for 
drugs and crime. For a brief period in 
March, the postal service refused to deliver 
letters to the Robert Taylor Homes because 
the postmen feared for their safety. “Our 


motto says to deliver mail in rain, sleet, and 
snow, but it doesn’t say anything about 
dodging bullets,” Chicago’s postmaster, Ru- 
fus Porter, explained, 

What set the wrecking-ball swinging af- 
ter decades of apathy and despair? First, the 
cHAa’s legendary mismanagement and law- 
lessness caused patience to snap. In 1995, 
the then federal housing secretary, Henry 
Cisneros, stepped in and took over the 
agency. Among his reasons, Mr Cisneros 
cited the fact that two boys, aged 10 and 11, 
had recently dropped a five-year-old out of 
the 14th-floor window of a CHA building. 
Mr Cisneros gave the job of rescuing the 
agency to Mr Shuldiner, who had run both 
the New York and the Los Angeles housing 
authorities. To help him, Mr Shuldiner had 
the recently created Hope VI programme, 
which provides federal money for revitalis- 
ing the worst of public housing; it has made 
grants to housing authorities in 26 states, 
ranging from just over $im in Helena, 
Montana, to $50m for the redevelopment 
of Chicago's Cabrini Green. 

If Hope VI was the carrot, the Republi- 
can majority in Congress in Washington 
soon provided the stick. Congress passed 
legislation in 1996 creating a viability test 
for all large public-housing projects more 
than 10% of whose homes are empty. The 
law requires public-housing authorities to 
decide whether improving such projects is 
cheaper than simply giving residents 
vouchers to find private housing. If not, 
they are to be “removed from the public- 
housing inventory”. A stunning 17,859 
units in Chicago failed the test. Their re- 
moval has started, in a thunderous crash. 

But the CHA balked at finding private 
housing for the 12,000 families affected, 
partly because money for the necessary 
vouchers was not available. Instead, the 
agency has gone back to Washington with a 
new plan. This would still demolish 11,000 
public-housing units, but it would also im- 
prove existing housing and build new 
mixed-income developments. The model is 
Cabrini Green, which sits near some of the 
city’s most valuable property. The CHA is 
building a development of which half will 
be private housing, 20% “affordable hous- 
ing” (for families with between 80% and 
100% of the median income) and 30% 
homes for those poor enough to qualify for 
full public-housing help. 

Will all this make a serious difference? 
The evidence suggests that it will. In 1966, a 
Chicago woman who lived in public hous- 
ing, Dorothy Gautreaux, sued the CHA for 
using racial discrimination in its selection 
of sites. As a result, roughly 30,000 CHA resi- 
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plan. The cHa’s scheme 
does not meet the letter of 
the law; it takes too long; it 
costs too much. One rea- 
son for Washington’s hesi- 
57 | tation may be that Mr Cis- 
40 |  neros, who provided much 
22 | of the push behind the 
18 | Chicago plan, has left the 
14 | department. His successor, 
13 | Andrew Cuomo, is ac- 
13 cused of self-promotion. 
12 | (“Warm and fuzzy he is 
12 not,” says one former CHA 
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more of the suburban 
women than ofthe city ones got themselves 
jobs, especially ifthey had never worked be- 
fore. The effects on the children were even 
more pronounced. They were more likely 
to graduate from high school, more likely to 
graduate from college, more likely to be em- 
ployed and then likely to earn higher 
wages. The CHA plan is not nearly as radical 
as this. Still, it seems reasonable to think 
that getting people out of bad neighbour- 
hoods will improve their lives. 

Oddly, the housing department in 
Washington has yet to approve the Chicago 


committed to the demo- 
lition of high-rises; to destroy existing 
homes, however decrepit, clashes with his 
long commitment to help the homeless. 
There are also pockets of resistance 
among public-housing residents and their 
advocates. Some worry that private-hous- 
ing vouchers merely move the poor 
around. “If you have thousands of people 
that you move without addressing their 
condition, they're just going to be poor 
somewhere else,” says Wardell Yotaghan, a 
co-founder of the Coalition to Protect Pub- 
lic Housing. Others rightly point out that 


demolishing buildings and relocating resi- 
dents with private-housing vouchers di- 
minishes the total housing stock. Cynics 
also suppose that the CHA has begun to de- 
molish buildings because the land beneath 
them has become valuable. 

For all this, the Chicago plan has several 
things going for it. It has the blessing of Chi- 
cago’s powerful Mayor Richard M. Daley, 
who knows the city has long had cause to 
feel bad about its public housing. Perhaps 
the young Daley can remedy one of his fa- 
thers mistakes. The mayor has offered 
more than praise for the CHA; he has put up 
money, land and improvements in the in- 
frastructure. The city contributed 50 acres 
for the Cabrini Green redevelopment. 

Above all, the cHa’s ideas bear the im- 
print of the tenants themselves. The re- 
development plan for each project was 
drawn up by a professional planner work- 
ing with local residents. The residents of the 
Robert Taylor Homes voted to demolish all 
of their 28 buildings. All this should be 
good news for public-housing residents. It 
may also signal something deeper. With 
unemployment low and the economy 
booming, the country is beginning to tackle 
some of its most intractable problems. 

a 





The police 


Excessive force 


N DECEMBER 22nd 1994, 29-year-old 

Anthony Baez was playing a game of 
touch football with his family in the Bronx. 
When their ball hit a parked police car, OF 
ficer Francis Livoti became angry. He ar- 
rested Anthony’s younger brother, David, 
for disorderly conduct. Anthony tried to in- 





Memories get fuzzy, too 
40 


tervene, telling Mr Livoti to calm down. A 
scuffle may have ensued; accounts differ. 
But one thing is certain: a few minutes 
later, Anthony was dead from asphyxia- 
tion. The large bruises on his neck and 
burst blood vessels around his eyes and lar- 
ynx showed that an illegal chokehold had 
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been applied by Mr Livoti. 

Mr Livoti was acquitted of criminally 
negligent homicide in a judge-only trial in 
state court in October 1996. Many were out- 
raged at the verdict. But the judge pointedly 
said that he had not found Mr Livoti inno- 
cent, merely not guilty because of lack of ev- 
idence, and he complained of a “nest of 
perjury” within the police department. The 
controversy about the case made the de- 
partment launch its own investigation, 
and in February 1997 it sacked Mr Livoti 
for using a chokehold. Federal prosecutors 
took up the case this year. On June 27th, Mr 
Livoti was convicted by a federal grand jury 
of violating Anthony Baez’s civil rights; he 
now faces up to ten years in prison. 

In many ways, Mr Livoti’s case was un- 
usual. His behaviour, however, was not. Mr 
Livoti, like many violent policemen, had a 
record of brutality, with 11 previous com- 
plaints (including one of choking) lodged 
against him. The reaction of his fellow offi- 
cers was also typical. Refusal to testify, or 
outright lying, to cover up for a fellow offi- 
cers brutal behaviour is common. Police- 
men call it the “Blue Wall of Silence”. 

In a 450-page report published on July 
7th, Human Rights Watch, a New York- 
based group, maintains that police brutal- 
ity in the United States is widespread and 
rarely punished. Data on police abuse are 
difficult to obtain. Police departments 
themselves are reluctant to release informa- 
tion. In 1994 Congress instructed the Jus- 
tice Department to compile statistics and 
produce an annual report on the use of ex- 
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cessive force. Nearly four years later, no 
such report has ever been published. And 
yet that brutality exists, and is persistent, 
seems undeniable. 

The Human Rights Watch report, based 
on research in 14 cities conducted over two 
years, shows a similar pattern everywhere. 
Civilian review boards—whether from lack 
of money, lack of political will, incompe- 
tence or outright bias in favour of the po- 
lice—fail to investigate or pursue many 
complaints. When they do, police chiefs, 
who retain the power to decide, often dis- 
miss or ignore the review boards’ findings. 
Police departments’ own internal investi- 
gations are secretive or slipshod. They sel- 
dom end in prosecutions. 

Eventually some particularly egregious 
case, such as the beating of Rodney King in 
Los Angeles, causes a public outcry. A com- 
mission is set up. Armed with special inves- 
tigative powers, this uncovers startling evi- 
dence of police brutality, mostly directed 
against minorities. (Recent commissions in 
LA, Boston and New York have all de- 
scribed police abuse as common.) But, 
when the interest such commissions gener- 
ate has faded, the reforms they have recom- 
mended are either shelved or implemented 
half-heartedly. Little changes, until the next 
scandal. 

For sure, police work can be dangerous. 
Officers must sometimes make difficult, 
split-second decisions about how much 
force to use. But in fact few brutality com- 
plaints arise from such situations. Both the 
police and their critics agree that most bru- 
tality is committed by a small minority of 
officers who repeatedly break the rules. As 
one officer, Bernard Cawley, testified be- 
fore New York’s Mollen Commission in 
1994, “We'd just beat people in 
general. .. to show who was in charge.” 

Allyson Collins, the author of the Hu- 
man Rights Watch report, argues that po- 
lice brutality can be curbed only by holding 
police leaders to account. She wants the 
federal government to make the billions it 
gives each year to local police forces condi- 
tional on their reporting of complaints of 
brutality and the introduction of monitor- 
ing systems to identify police officers given 
to using excessive force. 

Ms Collins also argues for special pros- 
ecutors in each state to handle the criminal 
prosecutions of policemen, since local dis- 
trict attorneys are usually too close to the 
police to pursue such cases vigorously. And 
she recommends that the millions in civil 
damages awarded in brutality cases be 
paid not by city governments, as now, but 
by the police departments themselves, giv- 
ing police chiefs a financial incentive to 
identify and punish or dismiss problem of- 
ficers. But, without the spur of an outraged 
public, Ms Collins is not optimistic about 
the prospects for reform. 
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Health care 
To the hustings 


WASHINGTON, DC 


ce ILLIONS of Americans are look- 

ing to us for the right kind of ac- 

tion. They want us to pass a strong, biparti- 

san patient's bill of rights.” So says the 

president, jetting back from his trip to 
China to seize the domestic headlines too. 

First came a White House press confer- 


UNITED STATES 


ence to promise that more than 3m of the 
poorest among America’s elderly and dis- 
abled will be “educated” in how to get fi- 
nancial help in paying their Medicare pre- 
miums. Then came another pledge before 
the Tv cameras: any health-insurance com- 
pany that delays or denies coverage to 
someone moving from one employer toan- 
other will lose the custom of the federal gov- 
ernment, “the single largest buyer of pri- 
vate health insurance”. Mr Clinton said it 
was “unacceptable” and “wrong” (as well 
as illegal under the 1996 Kennedy-Kasse- 





_ The sky flashed 


MIAMI 


HE first sign of trouble appeared 

with the formal start of the summer 
season, the Memorial Day holiday on 
May 25th. Ominous clouds swollen by 
stifling heat rolled across north Florida’s 
parched Apalachicola National Forest. 
Bolts of lightning shot out of the clouds, 
and bursts of flame exploded from the 
tinder-dry undergrowth below. “The Me- 
morial Day fire” would claim more than 
10,000 acres of that pine forest over the 
next six weeks, helped by a scorching 
summer sun and a record drought. 

Thus began Florida’s worst wildfire 
season in recent memory. Only last week, 
as the usually typical afternoon thunder- 
storms at last arrived, did the disaster 
show signs of easing. Since May 25th ev- 
ery one of Florida’s 67 counties has re- 
ported fires, most caused by lightning. 
| The north-eastern counties were the 
| worst affected. By July 4th, Indepen- 
| dence Day, nearly 500,000 acres had 
burned and more than 300 homes and 
businesses had been damaged or de- 
stroyed. 
| Things reached a climax over the In- 

dependence Day weekend, when hot 
| north-westerly winds drove wildfires di- 
| rectly into the more heavily populated 

area along Interstate 95. The smoke 

caused the cancellation of the famous 
| Daytona car race, the Firecracker 400. 
Governor Lawton Chiles banned fire- 
works on the July 4th holiday. 

More than 100,000 people were evac- 
uated, including the entire population 
of Flagler County and most of Volusia 
County, as an army of firefighters from 
around the country tried to stop the en- 
croaching flames. The interstate highway 
| was closed for several days. Smoke from 

the fires cut off the sun along most of 

Florida’s east coast, right down to Mi- 
ami, nearly 250 miles to the south. 

Part of the blame is being directed at 

El Nino, the cyclical climate change that 

| drenched Florida over the winter and 





Flagler County aflame | 


caused the forest undergrowth to pros- 
per. As El Niño slackened, a stubborn 
dome ofhigh pressure and dry air settled 
over the Florida peninsula, locked in | 
place by the jet stream. Usually, mois- | 
ture-laden winds blow across the state 
and drench it daily with rain. Now they 
were blocked. Temperatures soared, 
sometimes to over 100°F. Forests became 
kindling awaiting a spark—and often got 
a lightning bolt carrying 5,000°F heat. 
As July arrived, the high-pressure 
dome weakened slightly and the return- 
ing rain, though modest, provided relief. 
People headed back to their homes, some 
to discover they no longer existed. Presi- 
dent Clinton toured parts oftheareaand | 
offered federal disaster relief. But the 
firefighters were reluctant to claim vic- | 
tory. Smoke still rose from tree stumps, | 
and even the blessed rain clouds deliv- 
ered new bolts of lightning. As one mete- 
orologist put it, the only thing that might 
decisively end the business would be “a 
tropical event”. Hurricane, anyone? 
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| with its megalomaniac media 


UNITED STATES 


LOS ANGELES 


VER since the collapse of commu- 

nism, Hollywood has been searching 
for villains. For a while it looked as if 
South Africans might fit the bill (see, if 
you can stand it, “Lethal Weapon 2”). But 
then apartheid collapsed. There was a 
brief fashion for demonising the English, 
as in “Braveheart”, in which the English 
army rapes and pillages its way across 
Scotland, and the “Die Hard” films, in 
which English actors play East German 
terrorists in pursuit of Bruce Willis. But 
then there was always Hugh 
Grant in the wings, to prove 
that the English are just a bunch 
| of charming fops after all. 

“Tomorrow Never Dies” 
tapped a rich seam of villainy 





baron. But many studio heads— 
particularly at Fox—may be 
content to leave that seam 
unmined. When all else fails, 
space aliens and giant lizards 
can be quite useful. But their ap- 
peal seldom extends to people 
with a mental age above ten. 

At last, however, Hollywood 
has solved the problem. Health 
Maintenance Organisations 
(HMOs) are in many ways like 
communism. They are de- 
signed by pointy-headed intel- 
lectuals. They are manned by a 





baum law) that a person changing jobs 
should lose insurance because of a pre-ex- 
isting medical problem. 

And last came the challenge to the Re- 
publican-controlled Congress: use the final 
month of this session to pass a patient's bill 
of rights of the kind Mr Clinton last Febru- 
ary extended by executive action to the 85m 
Americans who get their health insurance 
from the federal government. In other 
words, let all Americans have the right to 
know all the medical options, to choose the 
specialists they need and to have unre- 
stricted access to emergency-room care. 

All agree that health care will be the big 
issue in this November's elections. Some 
85% of insured workers now get their health 
care from “managed-care plans”—in par- 
ticular from health maintenance organisa- 
tions(HMOs)—and the media delight in sto- 
ries of their callous attention to cost- 
control. The Democrats think this is their 
issue. The Republicans, however, have 
proved skilful at muddying the waters. 

The Democrats certainly made the early 
running in the health-care debate: Mr Clin- 
ton first asked Congress for a patient's bill 


42 


HMOs, the new nasties 


Kafkaesque bureaucracy. And they reduce 
individual freedom in the name of the 
greatest good of the greatest number. In 
one way, they are even better than com- 
munism; they directly touch the lives of at 
least half the American population. 

In “Bulworth”, Warren Beatty’s latest 
film, a Californian senator rants about 
the evils of HMOs after a nervous break- 
down leaves him with a compulsion to 
tell the truth. Mr Beatty is well-known for 
his interest in politics. But an HMO also 





Should this rat be in a managed-care plan? 


of rights way back in November, and the 
Democrats duly obliged with their plan in 
March. But in June a Republican taskforce 
set up early this year by the speaker, Newt 
Gingrich, unveiled its response. Of course, 
Republicans agree, women should have di- 
rect access to a gynaecologist or obstetri- 
cian (instead of having to see a primary- 
care doctor first), and of course patients 
should have guaranteed access to emer- 
gency-room treatment and the right to 
know all the medical options and appeal 
against an insurer's decision. 

Where the plans differ is that the Re- 
publicans would puta cap of $250,000 (un- 
less a state already has a higher cap in place) 
on damages that can be awarded to an ag- 
grieved patient for “pain and suffering”. 
The Republicans would also encourage 
small businesses to group together to nego- 
tiate cheaper insurance and would expand 
existing tax-deductible medical savings ac- 
counts (Msas). Throw in an idea for 
“HealthMarts”—quasi-supermarkets in 
which employers, care-providers, insurers 
and consumer groups would band together 
in purchasing co-operatives—and the Re- 


pops up as the villain in Eddie Murphy's | 
new adaptation of “Dr Dolittle”, hardly a 
place you would normally expect to find 
heavy political sermonising. Dr Dolittle | 
has a chance of making millions of dol- | 
lars and getting a new car every other year 
if he agrees to join CalNet, a giant HMO. 
All he has to do is reduce his staff and see 
his patients less frequently. On discover- 
ing that the doctor can cure animals, the 
head of the Hmo thinks he has found a 
winning “business franchise”. But the no- 
ble doctor retorts that his “franchise” is 
not for sale. 

The most gripping demolition of 
HMOs, though, occurs in “As Good as it 
Gets”, about the relationship be- 
tween a waitress and a highly 
neurotic writer. The waitress | 
has to take time off work be- 
cause her son is suffering froma 
terrible respiratory disease. The 
writer is so determined that his 
daily routine should not be dis- 
turbed that he pays for an old- | 
fashioned doctor to examine | 
her son. The doctor is appalled | 
to learn that the boy has been | 
denied an essential test because | 
it is not “covered by her plan”. | 
“Fucking HMO bastard pieces | 
of shit,” she exclaims, to sponta- | 
neous applause in cinemas | 
across the land. When she apol- 
ogises for her language, the doc- 
tor tells her to think nothing of 
it. “Actually, I think that’s their 
technical name.” 








publicans will claim they have answered 
public disquiet while remaining true to 
their free-market principles. 

Will the voters believe the claim? The 
Democrats will charge that the Republi- 
cans, by limiting malpractice suits, are still 
in hock to big business (although the 
health-care industry opposes the Republi- 
cans’ plan just as it does the Democrats’ 
one). The Republicans will counter-charge 
that the Democrats are trying to impose big 
government on Americans’ health. 

But the question may be less important 
than pundits in both parties imagine. 
Doubtless most Americans—as Frank Lutz, 
a Republican pollster, argues—“don’t want 
their health managed”, but they surely rec- 
ognise the economic pressures that pro- 
duced HMOs in the first place. After all, in 
the early 1980s health-care costs were rising 
by more than 10% a year. And polls con- 
stantly show that around four-fifths of 
Americans are happy with the reality of 
their managed care: a satisfaction level al- 
most as high as for those Americans receiv- 
ing care of the traditional sort. 
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New York v New Jersey 


A fight to the 
death? 


NEW YORK 


IX A special ceremony on the Fourth of 
July, New Jersey’s flag was raised for the 
first time over Ellis Island. It was with ill- 
concealed glee that Christine Whitman, the 
governor of New Jersey, celebrated the 
largely symbolic victory over New York, 
which had fought all the way to the Su- 
preme Court her state's claim to the place 
where generations of immigrants first set 
foot on American soil. 

New Jersey is currently making the run- 
ning in its long-standing rivalry with the 
Empire State. Its flag may soon be flying 
over the homes of both the New York Stock 
Exchange and the New York Yankees base- 
ball team. Rudolph Giuliani, the mayor of 
New York city, and George Pataki, the state 
governor, are anxious to avoid further 
embarrassment. Although there is no way 
to regain control of Ellis Island, both the 
NYSE and the Yankees are likely to be of- 
fered substantial amounts of New York tax- 
payers’ money to stay east of the Hudson. 
This makes precious little sense. 

Mr Giuliani clearly fears that losing the 
Yankees—currently the best baseball team 
on the planet—would deal a nasty blow to 
his political reputation. However, with the 
lease on the Yankees’ current home in the 
Bronx due to expire in 2002, and the sta- 
dium falling apart, that is a serious pros- 
pect. Mr Giuliani has promised to find the 
team a home on Manhattan’s west side, to 
be paid for with at least $600m of public 
money. But this has been opposed by the 
city council, which plans a referendum in 
November on the use of tax dollars fora sta- 
dium. In turn, Mr Giuliani has threatened 
to freeze funds for pet council projects and 
has proposed a referendum on changes to 
the city charter, which would force the sta- 
dium question off the ballot. 

The fate of the New York Stock Ex- 
change is unlikely to cause such a row. But 
Richard Grasso, the nyse’s chief executive, 
has certainly become frustrated at the city’s 
failure to come up with the site he wants for 
a new building. Although Mr Giuliani 
claims he has “an ironclad guarantee from 
Mr Grasso that he will remain in the finan- 
cial capital of the world”, Mr Grasso insists 
that talk of moving to New Jersey is serious, 
and not a way of getting tax dollars out of 
Mr Giuliani. The nyse is due to make its de- 
cision by the end of this year. 

Politics aside, the main justification of- 
fered for using tax dollars as a bribe to stay 
in New York is jobs. One study claims that a 
new west-side stadium for the Yankees 
would have an economic impact of $1 bil- 
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lion a year—although this flies in the face of 
many decades of disappointing evidence 
from stadiums all over the world. Likewise, 
Mr Giuliani fears that if the Nyse moves to 
New Jersey, the Wall Street firms that trade 
its shares will follow. The tax revenues gen- 
erated by the stockmarket’s bull run are the 
main reason why the city’s coffers are cur- 
rently overflowing. Similar arguments 
were used for giving Reuters a $37m tax 
break to build its new headquarters in 
Times Square, after it threatened a move to 
New Jersey. Condé Nast and cps have also 
received offers of tax breaks from New York 
after talk of leaving the city. 

The policy of bribing businesses to stay 
in New York, which has been in place for a 
couple of decades, is a lousy way to create 
jobs, says Bill Stern, who used to run the 
New York Urban Development Corpora- 
tion. It favours established businesses 
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rather than new ones, even though it is 
start-up firms that are driving job growth in 
the rest of America. It is susceptible to cor- 
ruption, and it is grossly unfair to small 
businesses, who lack the political clout to 
win tax privileges. 

Larry Mone, of the Manhattan Institute, 
a think-tank, reckons that a far better use of 
the money would be for Mr Giuliani to cut 
taxes across the board. New York’s taxes are 
among the highest in the country, which 
helps explain why its unemployment rate 
remains well above the national average. 
Tax cuts would be a far sharper incentive to 
create jobs than the current system of wel- 
fare for big companies. But, so far, the 
mayor shows little interest in tax-cutting. 
Even the money he wants to spend on a 
new home for the Yankees is from a tax on 
companies that he had promised to scrap. 
Se | 





Après Tina 


HE editor of one of America’s poorer 
magazines once went to a sumptu- 
ous New Yorker party thrown by Tina 
Brown. As he gazed around at the ex- 
travagance, he wondered, “How much 
| does this cost?”. Then he realised that he 
| Was sitting next to Si Newhouse, the mag- 
azine’s owner “and the only person in 
the room who was not asking that ques- 
tion.” On July 8th, after long speculation 
that Mr Newhouse is getting more tetchy 
about the reported $1m a month that the 
| magazine loses, Ms Brown announced 
her resignation as editor. 

The 44-year-old Briton is going to 
start a new company with Miramax, an 
entertainment firm owned by Disney. 
The plan is to produce not only a 
monthly magazine but also films and 
television programmes. It is hard to 
imagine her predecessors, William 
Shawn or Harold Ross, pursuing such a 
glitzy career. Ms Brown, a former editor 
of both Vanity Fair and Tatler who also 
recently organised a slightly strange New 
Yorker “conference on the future” at Dis- 

| ney’s Epcot Centre, may fit in better. 

| Friends of Mr Newhouse say he genu- 
inely wanted to keep Ms Brown, whose 
contract was up for renewal. But the mo- 
gul, who is 70, has been tidying up his 
publishing empire—selling Random 
House, America’s biggest book publisher, 
and bringing the notoriously indepen- 
dent New Yorker more firmly into his 
Condé Nast stable. In a vintage piece of 
media fratricide, Steve Florio, Condé 
Nast’s boss, recently fired his brother, 
Tom, the New Yorker's president. All this 
infighting, not to mention the possibility 











Partying with Harold 


of less independence, seems to have 
taken a toll on Ms Brown. 

In some literary circles, Ms Brown 
will long be reviled as the woman who 
dumbed down the New Yorker, intro- 
ducing pictures, paragraphs splattered | 
with the fword and fawning pieces | 
about famous people. They havea point. | 
Ms Brown’s last piece for the magazine 
was a gushing, “You'll never guess whom 
I met, Vanessa” piece for its Talk of the 
Town section about going to a party at 
the White House. 

Yet many of Ms Brown’s critics were 
the same people who previously com- 
plained that the New Yorker was too bor- 
ing. Ms Brown not only increased cir- 
culation, but also the number of people 
who actually read the magazine—as op- 
posed to “took” it, like a pill. 
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Tate has a big role in deciding 
| which political issues its 2m sup- 


| he puts the phone banks and en- 





| Congress; but then he lost an elec- 
| tion, and found more influential 


| work. Then his former colleagues 


| broadcast in the districts. of the 
| top Republicans in the House. Mr 
» Tates telephonists and direct- 


| men about the marriage penalty; 
| and soon those Congressmen’s 


FEE Washington, and imagineyourselfa short drive from 
the beach in Chesapeake, Virginia. Forget the White House, 
and picture a warehouse. Forget the House committee rooms, 
and think ofa bank of telephones; forget the swagger of senators, 


| and consider a stolid worker who presides over a machine that 
| stuffs leaflets relentlessly into envelopes. You have left the capi- 


tal’s political show-rooms, and find yourself instead in a politi- 


“4. eal factory: a place where public issues are manufactured, some- 
| times almost literally. 


The factory in Chesapeake is the headquarters of the Chris- 


¿| tian Coalition; and the factory boss is Randy Tate, a breezy 32- 
| year-old who spins a pen in the air when he clinches an argu- 


ment. In 1995-96, Mr Tate 
represented a Seattle district in 


employment. As executive direc- 
tor of the Christian Coalition, Mr 


porters should care about. Then 
velope-stufing machinery to 


pay attention. 

A. year ago, Congress showed 
scant interest in ending the “mar- 
riage penalty” imposed by the tax 
system. But Mr Tate was inter- 
ested, so he paid for some radio 
commercials on the subject, 


mailers told the Coalition’s. sup- 
porters to bother their Congress- 


telephones were jammed. The marriage tax penalty was sud- 


| denly a favourite cause among Republicans. The House has 
| voted to correct it, and now the matter resides with the Senate. 


A year ago, the Supreme Court struck down the Religious 


| Freedom Restoration Act, which aimed to protect churches from 


red tape imposed by bureaucrats. This seemed stupid to Mr Tate. 


+ So this year the Coalition resolved to have the constitution 


amended to restore the act’s protections, and also to allow 


school prayer. The Chesapeake factory manufactured a pro- 


amendment shift of opinion in 50 congressional districts, with 


_the result that its supporters managed to secure a vote in the 


House for the first time in 27 years. The amendment received the 


-support ofa majority, though it fell short of the two-thirds major- 


ity required for constitutional changes. 
Besides pressuring Congress, Mr Tate has increased the 
Christian Coalition’s membership from 1.9m to just over 2m 


+ (though the Coalition defines “membership” loosely). He has 
| also stepped up efforts to organise and train those members. In 


February he announced a scheme to create activist cells in 
100,000 churches by 2000. He promises to distribute 45m voter 


| guides this year, a record for a mid-term election. On the eve of 


the polls, Coalition supporters will get a phone call with a taped 
message from Mr Tate; the next day many will be driven to the 
voting booths by Coalition activists. This could well decide the 
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outcome of the extremely close contest between the parties for 
control of the House. Prosperity is likely to depress turnout | 
among mainstream folk, so activists will be decisive. | 

All of which calls into question the conventional wisdom of 
the past year: that the Coalition’s influence is declining. Mr Tate | 
has had lukewarm reviews: he lacks the flair and hair of Ralph | 
Reed, his telegenic predecessor. Gary Bauer, a religious rightist | 
who runs the rival Family Research Council, has grabbed the | 
limelight; indeed, he is considering a run for president. The no- | 
tion of a shift in favour of Mr Bauer has in turn encouraged other | 
notions. Mr Bauer is impatient: he would rather drive social | 
moderates out of the Republican Party than allow them todilute | 
its fervour on issues. like abortion. | 
Reflecting the fear of party splits, | 
Lynn Nofziger, a Republican wise | 
man, recently wrote thatthe effect | 
of the religious rights activism | 
could be “an unprecedented off- | 
year congressional victory for the | 
Democrats this fall, and maybe | 
even the election of a new Demo- | 
cratic president in 2000.” l 

Mr Nofziger is not alone. Last 
month - business leaders com- 
plained that Republicans were 
forsaking their interests to pander 
to the religious right: the party's 
leaders were caving in to religious 
demands for sanctions on coun- 
tries that persecute Christians, so 
jeopardising access to big markets 
such as China. Last month, too, 
moderate Republicans took fright 
when Trent Lott, their leader in 
the Senate, deferred to the reli- 
gious right by calling homosexual- 
ity a sin. Several leading Republi- 
cans, including New York's 
mayor, Rudolph Giuliani, and Governor Christine Whitman of 
New Jersey, have sought out gay support. In past- elections as 
much as a third of the homosexual electorate is reckoned to have 
voted Republican. 

Mr Bauer does not seem to mind driving these people from 
the party. Mr Tate, on the other hand, shows more concern for 
unity. His fondest claim, the one most likely to send his pen 
spinning into the air, is that his issues are mainstream issues. He 
cites a recent Wall Street Journal poll which found that, by a 
margin of 57% to 38%, Americans approve of allowing more pub- 
lic religious activities. He points out that, according to the same 
poll, 60% of voters share his: opposition to late-term (or “partial 
birth”) abortions, as well as his support for tax breaks for parents 
who save to pay for (often religious) private schools. 

Two years ago, the Republicans’ electoral fortunes were in- 
deed hurt by internal squabbles between the religious right and 
moderates. A serious breach was prevented by the Christian Co- 
alition’s leader, Mr Reed, who firmly backed the moderate Bob 
Dole in the teeth of criticism from religious: hardliners. If 
hardliners gain ground, the party could be hurt more‘in future. 
But, although Mr Bauer's star has‘certainly-risen, it would be a 
mistake to forget the moderating influence of Mr Tate. The 
Christian Coalition’s factory has added new capacity, retooled; 
and its new boss is as resolutely pro-unity as his predecessor. 
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Coming of age in provincial 


Mexico 


ZACATECAS 


The country’s democracy is making progress. Its long-ruling and often un- 
democratic Institutional Revolutionary Party is not doing badly either 


OR observers of the slow adolescence of 

Mexican democracy, two key questions 
hung over the elections held on July 5th in 
the northern Mexican states of Durango, 
Chihuahua and Zacatecas. Would there be 
fraud? And what would they reveal about 
the three main parties’ chances for the pres- 
idency in 2000? The answer to both was: 
not much—but that says quite a lot. 

The elections’ cleanliness was loudly 
proclaimed. Cheating has indeed become 
harder since President Ernesto Zedillo, 
thinly backed by his Institutional Revolu- 
tionary Party (PRI), gave the Federal Elec- 
toral Institute real independence in 1996. 
Voters, for instance, must show a photo- 
identity card, which is checked against a 
copy in the electoral register. Then, to make 
sure no one votes twice, the card is hole- 
punched and its owner’s thumb daubed in 
bright and (supposedly) indelible colours. 

At national level, the new system in last 
summer's mid-term elections cost the PRI 
control of the lower house of Congress. But 
doubts remain about lower-level elections; 
and, even if voting itself cannot be fiddled, 
other things can. Zacatecas’s state law re- 
quires few checks on campaign spending. 
And many believe that Ricardo 
Monreal, a defector from the PRI 
to the left-leaning Party of the 
Democratic Revolution (PRD), 
spent a lot more to win his gover- 
norship than he said. 

Each party gets an allowance 
based on its votes in the previous 
election. The PRD’s slice in Zaca- 
tecas was about half that of the 
rightleaning National Action 
Party (PAN), and a quarter of the 
PRI's. Yet those parties claim it 
had the most publicity. Certainly, 
the state capital and its environs 
were festooned with at least as 
many posters of Mr Monreal’s 
grin and his campaign slogan, 
“Yes we can”, as of his PRI rival's. 
The charge of overspending will 
be hard to prove or disprove: the 
state electoral institute cannot 
demand the parties’ accounts un- 
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til two months after polling day, and they 
need not produce receipts. 

Another thing that undermines elec- 
toral fairness is not even illegal: the press 
sometimes demands a fee just to give a 
party news coverage (and will happily issue 
a receipt, if desired). The PAN co-ordinator 
in Zacatecas says his party gave one local 
paper 100,000 pesos ($11,000)—“but we are 
poor,” he sighs, hinting darkly at the rich- 
ness of others, “and it wasn’t enough.” 

Fair or foul, the results are a warning to 
the opposition parties hoping to end 70 
years and more of pri hegemony in 2000. 
The PRD, which last year saw Cuauhtemoc 
Cardenas elected mayor of Mexico city, is 
thrilled now to have won its first state gov- 
ernorship. But it is a diluted triumph. Mr 
Cardenas—he too a pri man in his time, 
but a veteran of the PRD’s struggles—is one 
thing, Mr Monreal is another. He quit the 
PRI only after it failed to choose him as its 
candidate. It was his own appeal, not the 
ideals of the PRD, let alone his platform— 
those of all the candidates were much 
alike—that won what had been a firmly PRI 
state. Nor was he even strictly the PRD can- 
didate: he was backed by a loose alliance of 





The PRI celebrates 





Gulf of 


Mexico 


PACIFIC 
OCEAN 


O Km 500 


parties and local groups of which the PRD 
was just the main component. 

What is more, the PRD needs not just to 
win states, but to show it can govern and 
transform them. Zacatecas may be a poor 
showcase. Many doubt that Mr Monreal 
left his pri ideas and connections behind 
when he left the party. And even if he did, 
the state congress, also elected on July 5th, 
will have a majority hostile to him. 

So the pri can at least console itself at its 
loss of Zacatecas. Further north, it kept con- 
trol of Durango, and regained Chihuahua 
from the PAN, which had won the state six 
years ago. How? In Chihuahua the pri, for 
the first time, held a primary election. The 
result was defeat for a PRI dinosaur who 
would probably have lost Sunday’s elec- 
tion, and, instead (and in contrast to Zaca- 
tecas) the choice, by voters rather than party 
hacks, ofa candidate who already had pub- 
lic appeal and won more in the process. 

The PAN can also blame itself. Its gover- 
nor, Francisco Barrio, had run the state 
quite well and was still popular. But the 
party rejected his chosen successor (Mexi- 
can politicians cannot succeed 
themselves) in favour ofan unim- 
pressive man. There may be a sil- 
ver lining for the PAN. Mr Barrio 
had said he would not seek its 
presidential candidacy. A solid 
PAN victory might have led him 
to change his mind. Now the out- 
look is better for the ambitious 
Vicente Fox, governor of Guana- 
juato, not the most popular man 
within the party, but likelier to be 
so with Mexicans at large. 

Yet whatever hopes the PRD 
or even the PAN may draw from 
these elections, the real winner 
may be the pri. It has held prima- 
ries in some other states due to 
vote this year. If the pri is learn- 
ing to use democracy as skilfully 
as it used to flout it, the others had 
better watch out. 

P eS 
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Brazil 


The campaign 
kicks off 


Wi may prove the big events in 
Brazil’s election campaign are hap- 
pening this week—in France. No one much 
noticed the official kick-off of the campaign 
on July 6th. But when next day Claudio Taf- 
farel saved two Dutch penalty kicks to take 
Brazil's footballers to the final of the World 
Cup, the country went wild. And its goal- 
keeper may have done more than make 
himself an instant hero. Ifthe team can win 
the final this Sunday, he will have helped 
Fernando Henrique Cardoso too. Though 
the president has taken care not to identify 
too closely with the team—they are plainly 
not the greats of the past, and who knew 
when they might lose?—this could be the 
jolt to bring back the “feelgood” factor 
among voters that Mr Cardoso badly needs. 

It was the feelgood of an electorate 
saved from hyperinflation (and gladdened 
by that year’s World Cup victory) that won 
Mr Cardoso power in 1994. But that feeling 
has been eroded recently by the tough eco- 
nomic measures forced on him late last 
year by (mainly) the Asian crisis. 

True, retail prices are now rising at 4% a 
year or less. But output has slowed sharply, 
actually falling in the first few months of 
this year. Even after recent signs of recovery, 
anda reversal of last October's ferocious in- 
terest-rate rise, the finance ministry expects 
only 2% growth this year, and most private 
forecasters less than that. Unemployment 
in May reached an almost-record 8.2%. 
Consumers are buying less: witness the 
slide in imports that brought a trade sur- 
plus last month, for the first time in two 
years, and an overall slump in retail sales of 





A penalty saved, a president boosted? 
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9% from the levels of a year ago. 

Translate the economists’ statistics into 
votes, and the answer has been plain for 
months: trouble. By early last month, Mr 
Cardoso’s once huge opinion-poll lead 
over his main, and only menacing, rival, 
the Workers Party’s Luiz Inacio Lula da 
Silva, had been cut below five points. 

Recent polls have looked better for Mr 
Cardoso, putting him 7-8 points ahead; 17, 
said one this week. “Lula” has not been 
helped by his running-mate, Leonel Bri- 
zola, who cheerily suggested that the com- 
ing privatisation of Telebras, the federal 
telecoms company, would be reversed; he 
had to be silenced. Few Brazilians give a 
damn for Telebras (except when they use 
that word as they try to make a call); even 
this month’s formal ending of Petrobras’s 
oil monopoly raised barely a murmur, 
though that state company is both good at 
its job and still an emotive symbol of Bra- 
zil’s industrial independence. 

But though statism may be out of fash- 
ion, Mr da Silva's calls for “social justice” 
find echoes well outside his party. Defying 
football, and the 14 other more cautious 
candidates, he launched his campaign this 
week with a motorcade and a list of heroic 
pledges: more jobs, less poverty, growth of 
6% a year; an economy resistant to “piti- 
less” globalisation and unwelcoming to all 
but “productive” capital inflows from 
abroad; shorter working hours and a dou- 
bling—albeit not overnight—of the mini- 
mum monthly wage to 260 reais ($225); re- 
settlement of 1m landless families; proper 
schooling for all and doubled spending on 
health. Economists may doubt that all this 
could go along with the price stability, 
hard-won by Mr Cardoso, that Mr da Silva 
almost casually promises to preserve. The 
voters he is aiming at may not see the risks. 

Not that Mr Cardoso will lack means of 
telling them. He plans to spend five times 


as much—over $60m—on his campaign as 
his rival does. Still, another weapon in the 
president's hands could prove double- 
edged. Thanks in part to the failure of the 
PMDB, Brazil’s largest party—“shambles” 
would be a truer word—to put up a candi- 
date at all, Mr Cardoso will have twice as 
much television time, 20 minutes a day, as 
his rival. Come voting day, in early Octo- 
ber, some viewer-voters surely will be sigh- 
ing for football. Or a penalty shoot-out. 








Colombia 


War and peace 


TS knives out in Colombia, it seems, af- 

ter the election of the opposition Conser- 
vative presidential candidate, Andres 
Pastrana. Mr Pastrana this week called for 
national unity, urging all Colombians “to 
lower their partisan banners and silence 
their guns.” Possibly the guerrillas were lis- 
tening. But was the Supreme Court? 

Most Colombians assumed, and many 
hoped, that President Ernesto Samper, 
once out of office on August 7th, would be 
allowed to fade away, and with him the 
charge that has dogged him since his elec- 
tion in 1994, that his campaign had been 
drug-financed, and he knew it. The Su- 
preme Court had other ideas: two years af- 
ter the event, it decided last week to investi- 
gate all 111 congressmen—minus one now 
dead—who in 1996 voted, defeating 43 dis- 
sentients, against impeaching Mr Samper. 

Few observers doubted at the time that 
the vote, organised by Mr Samper’s Liberal 
majority in Congress, was a political one: 
though a congressional committee said it 
had looked closely at the evidence before 
declaring him clean, he was, essentially, 
cleared for party reasons (or indeed, cynics 
added, because some of those who voted 
had had drug money themselves). The trou- 
ble is that many Liberals doubt today that 
the court’s decision is a purely judicial one. 
Over half the now 110 have said they will 
not testify, accusing the court, as has Mr 
Samper, of intruding unconstitutionally 
into the territory of the legislature. 

And there is another trouble for Mr 
Pastrana: the Liberals, thanks to an election 
in March, still control Congress. He will not 
just want but need cross-party support. The 
court has not made that more likely. 

There is better news on the guerrilla 
front. Representatives of the ELN, the small- 
er of the two main rebel groups, recently 
met members of Colombia’s (non-govern- 
mental, but government-approved) Na- 
tional Peace Council and others—church- 
men, businessmen, politicians—in Mainz, 
Germany. Further talks will be held there 
this Sunday. The ELN has even offered to 
desist from its speciality—blowing up oil 
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pipelines—were a “national oil council” to 
be set up to regulate the industry and, nota- 
bly, foreign involvement in it. 

The blowing-up continues, however: a 
favourite target, Occidental Petroleum’s 
Cafio Limon pipeline, in eastern Colom- 
bia, has been hit nearly 40 times this year, 





and a spate of attacks just before election 
day last month forced Oxy into a 14-day 
shutdown that ended only this week. The 
ELN and the larger FARC both say they will 
talk to the new government—on condi- 
tions, and they don’t plan to stop shooting 
meanwhile, or even when talks begin. 


ann 





Canada 


Jean Chrétien's grand design 


OTTAWA 


Canada’s prime minister wants its capital reshaped. Many Ottawans don’t 
p 


VERY 20 years or so a Canadian prime 

minister nearing the end of his time at 
the top has a yen to leave his mark, physi- 
cally, on the national capital. John Diefen- 
baker, Conservative prime minister from 
1957-63, did it. So did the Liberal Pierre Tru- 
deau (1968-79 and 1980-84). Now Jean 
Chrétien, in office since 1993, sees his 
chance—and many of the capital's citizens 
are eager not to let him take it. 

Diefenbaker’s legacy to Ottawa was the 
improvement of Sussex Drive, 
to become the scene of state 
drives between Parliament 
and the prime minister’s and 
governor-general’s residences. 
» Trudeau, a French-speaking 
» Quebecker, back in the heyday 
_ of multiculturalism invited 
Douglas Cardinal, a Méti (a 
Canadian of mixed French 





the Museum of Civilisation in 
. Hull—Ottawa’s twin city, part 
_ of the province of Quebec—on 
the north shore of the Ottawa 
River; and a Jew, Moshe 
Safdie, for the National Gal- 
lery of art on the south. Mr 
Chrétien has set his heart on a 
scheme to demolish “heri- 
= tage” buildings along 17 
blocks of Metcalfe Street, and make a grand 
- boulevard 90 metres wide leading up to the 
Parliament buildings. 
“He persuaded the National Capital 
‘Commission (NCC) to make this the centre- 
piece of its document “A Capital for Future 
Generations”, a vision of Ottawa for the 
next 50 years. Since the document was pub- 
lished on June 11th, debate about his pro- 
posed grande allée has swamped consider- 
ation of other worthwhile parts of the NCC 
plan for the rapidly changing city. 
The ncc has been under pressure. In its 
40 years of life, it has turned the Rideau Ca- 
nal into the world’s longest skating rink, 
planned urban bicycle paths and ski trails 
in Gatineau Park, and cleared LeBreton 
Flats, once a timber town.and the camping 
place of lumberjacks and fur-trading voya- 
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Ottaw 


Montreal 
e 


geurs. It has helped plan and build federal 
offices in Hull, which was a thriving lum- 
ber town half a century before Queen Vic- 
toria designated Ottawa as the national 
capital in 1857. Yet the commission could 
have done more. Expropriation brought 
into its hands about one-third of the urban 
space in the national-capital region (a 
rough square around Ottawa-Hull). It has 
had near C$100m ($70m) a year to spend. 
But it has failed to implement schemes that 


a 
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it talked of to take full advantage of the su- 
perb sweep of the Ottawa River by the 
Chaudière Falls, and of its Gatineau and Ri- 
deau tributaries. 

Lately the Ncc’s budget from the Trea- 
sury Board has been cut, its staff reduced, 
the management of its many properties 
privatised. As two regional councils—those 
of Ottawa-Carleton, south of the river, and 
the Outaouais, north of it—have extended 
their sway over public transport, utilities 
afd policing, and as municipalities on the 
southern side prepare for amalgamation 
into a single, larger Ottawa, the reason for 
the NCC’s very existence is being ques- 
tioned and its secretiveness criticized. To 
survive, its chairman, Marcel Beaudry, 
planned its new visionary document, pull- 
ing unfinished schemes together. 


Enter, last November, Mr Chrétien, ea- 


ger to leave his stamp on the city. But what 


stamp, when so mitch is changing already? 
Confederation Boulevard, embracing Sus- 
sex Drive and the roads past a cleaned-up 
Parliament and back through Hull, is virtu- 
ally complete. The Americans are building 
a massive new embassy, on the west side of 
Sussex. Drive, sideways-on to the Parlia- 
ment building, to replace the old embassy 
across the square from it. That offers space 
on the south side of this square. Not grand 
enough for Mr Chrétien, it seems. Then 
ncc staff showed him a sketch of the Met- 
calfe boulevard, and he went for it. 

The boulevard idea, mimicking Hauss- 
mann’s work in Paris and Pennsylvania Av- 
enue in Washington, dates back to 1916, 
when Parliament's buildings burned down 
and it had to meet in the museum at the far 
end of Metcalfe Street. The idea resurfaced 
in the late 1940s, when the then prime min- 
ister, W.L. Mackenzie King, recruited a 
French planner, Jacques Gréber, who had 
redesigned parts of Bordeaux and Mar- 
seilles, as an adviser. The costs have soared 
since then, of course; today’s estimate, ex- 
propriations included, is C$500m. 

Mr Gréber’s 1950 master- 
plan. for Ottawa included 
parkways, a green belt and re- 
location of the then city-cen- 
tre railway station, but no 
grand boulevard. The old rail 
track became a main ap- 
proach to the centre along the 
Rideau Canal. And that is 
right, says John Leaning, a. 
“heritage” architect: this angu- 
lar approach—the canal 
bends through 60 degrees in 
its final stretch—is what de- 
fines Ottawa as a romantic 
and informal city in a pas- 
toral landscape, nota classical 
one like Washington. 

One regional councillor, 
Clive Doucet, argues that Ot- 
tawa is now linked east and 
west by a series of “agoras”, market meet- 
ing-places; the boulevard would be a wind- 
swept absurdity in Canada’s sub-Arctic cli- 
mate, he says. The Conservative-led city 
council is hostile. Forget the boulevard, says 
another Ottawa architect, Barry Padolsky, 
and start looking at more useful ideas from 
the Ncc, such as developing the Chaudière 
Falls area—where a paper mill still oper- 
ates—for tourists and a mixed-use water- 
front, including housing and a centre cele- 
brating 19th-century logging technology. 

But the NCC is not a democratic body. It 
is government-appointed, and depends for 
its clout on the prime ministers backing 
and the Treasury Board’s purse. So far, no 
influential Liberal voices have spoken out 
against Mr Chrétien’s grand boulevard. 
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Today the quattro’s permanent 
four-wheel drive offers the most 
superior traction and acceleration 
available. And Audi's Electronic 
Stability Program takes corrective 
action without you being aware 
of it. It’s an intelligent approach 
to safety that keeps the Audi 


looking ahead of its driver 
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With quattro and ESP it’s easy to $ee why Audi 


has some of the safest cars on the road, today. 





WORKING BETTER 
IS PART OF 


THE DEAL. 


We design travel 
goods for frequent 
business travelers. 
Our traveler's 
briefcases double 
as laptop bags. 
We'll show you 
how to increase 
your bag’s capacity 
by using simple organiz- 
ers, and how to beat the two-bag limit. Tell us how you 
want your case to work for you, and we'll show you how 
to get it done. We sell direct internationally from our San 
Francisco workshop. Please call for our free catalog. 
Above: Traveler's Briefcase. Walnut or black leather. 
farious sizes. $750. to $1050. Glaser Insiders™ dividers optional. 


GLASER DESIGNS 


TraveLt Goons MAKERS 

32 OTIS ST. SAN FRANCISCO, CA 94103 

PHONE 415-552-3188 FAX 415-431-3999 

TOLL FREE 800-234-1075 ECON@GLASERDESIGNS.COM 


When you earn 
a CFA charter, 
the learning never stops. 


FOR TENDERS 


iced 


The Arab Organization for Agricultural Development (AOAD) invites 
Manufacturing Companies or their Agents to submit offers for the supply of 
materials and equipments required for the project “Emergency Project on the 
Control of the Old World Screw-Worm Fly in the Middle East” that are included 
in the following Tenders: 


a) Tender No 1: Provision of insecticides, veterinary drugs and requirement. 

b) Tender No 2: Provision of wind oriented and sticky, entomological traps 
and their chemical attractants 

c) Tender No 3: Provision of back-mounted sprayers, mechanical sprayers 
and portable dips mounted on vehicles, 


Tender terms including the quantities of required items and their detailed 
specifications are available from the following addresses: 


l- The Headquarters of AOAD in Khartoum, Sudan. 
2- AOAD Offices in Damascus, Amman and Baghdad. 
3- AOAD Liaison Officers at: 
+ Ministries of Agriculture in Riyadh, Dubai, Muscat and Beirut. 
+ Public Authority for Agriculture & Fisheries in Kuwait. 
* Ministry of Municipal Affairs & Agriculture, Doha, Qatar. 
* Ministry of Works and Agriculture, Manama, Bahrain. 


The tenders should be enclosed in sealed envelopes stamped with sealing wax and 
delivered either by hand to the Headquarters Office or to the Directors of AOAD’s 
Offices. OR to be sent by international courier, with delivery note to AOAD 
Headquarters within a period not more than three weeks from the date of 
announcement to the following address; 


ARAB ORGANIZATION FOR 
AGRICULTURAL DEVELOPMENT 
St. No. 7, Al-Amarat, Khartoum, Sudan 
P.O.Box 474, P.Code: 11111, Fax: (249-11) 471402 
E-Mail: aoad@sudanet.net - Tel. (247-4) 472176 - 472183 


Over 24,000 investment professionals from 63 countries have passed three rigorous exams to reach 

a common goal — the right to use the prestigious CFA designation — Chartered Financial Analyst. 
z But passing the exams is only the beginning. The CFA charterholders’ tireless pursuit 

of knowledge ensures that they meet the most demanding levels of competence and excellence. 


A universal symbol for high professional standards and principles, the CFA charter is sponsored by the 
Association for Investment Management and Research. AIMR also offers other professional development 
programs designed to achieve higher standards for CFA charterholders, their employers and their clients. 


For more information and a free brochure, call 1-804-963-6825. 


Or visit our Web site at www.aimr.org. 
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Abiola’s dangerous death 


LAGOS 


A danger made worse by General Abubakar’s failure to say where Nigeria is 


going next 


HE first death brought hope, the second 

despair and violence. A month after the 
death of General Sani Abacha, the dictator 
who dominated Nigeria for nearly five 
years, Chief Moshood Abiola, the impris- 
oned (undeclared) winner of the 1993 presi- 
dential election, died on July 7th. Both are 
said to have died of heart attacks. 

Chief Abiola died on the eve of his ex- 
pected release from prison. He was discuss- 
ing terms for this release with visiting 
American officials when he began to cough 
and breathe heavily, and then collapsed 
with an apparent heart attack. He was pro- 
nounced dead on arrival at a clinic. The 
Americans said they did not suspect foul 
play. But, in the face of swelling suspicion, 
there is to be an independent autopsy. 

Shock quickly turned to anger among 
his supporters, the Yoruba people of south- 
west Nigeria. Accusing the military govern- 
ment of murder, hundreds took to the 
streets. Northerners and northern-owned 
properties were attacked. In the first couple 
of days after his death, 19 deaths were con- 
firmed from the violence in Lagos, Ibadan 
and Abeokuta, the chief’s home town. As 
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the country braced itself for revenge attacks 
on southerners in the north, a crisis was in 
the making. 

The chief's supporters were already an- 
gry at what they saw as foreign interference. 
Although neither they nor his family had 
been allowed access to Mr Abiola, last week 
Kofi Annan, the un secretary-general, and 
others were able to visit him in prison. Mr 
Annan and Emeka Anyaoku, the Common- 
wealth secretary-general, are on record as 
saying they did not favour retrospective 
recognition of the 1993 election. In his talks 
with them, Mr Abiola apparently hinted 
that he would be content to become a pri- 
vate citizen again and not claim his right to 
be president. He would not, however, con- 
firm this in writing until he had consulted 
his supporters—who certainly would net 
have agreed. This, it is thought, is why the 
generals delayed his release. 

July 8th, the day after he died and the 
end of a month of official mourning for 
Abacha’s death, had been billed for some 
time as the moment for Nigeria’s new ruler, 
General Abdulsalam Abubakar, to an- 
nounce a new programme for the transi- 


tion to democracy, still promised for Octo- 
ber ist. Although the general dissolved his 
cabinet earlier in the day, his speech was a 
bland appeal for calm, plus a promise to 
address the country “on the character of 
this administration in due course”. 

His failure to provide any indication of 
a political programme has aroused both 
disappointment and fear. “It means that 
Abubakar, who looked so confident to start 
with, is panicked. It may also mean that 
there is a rift within the ruling council,” 
said one observer in Lagos. 

Hopes had been high. At the least, Gen- 
eral Abubakar had been expected to abol- 
ish the five political parties licensed by his 
predecessor and extend the deadline for 
the handover until a more convincing po- 
litical set-up could take over, perhaps at the 
end of the year. Going beyond this, some 
thought he might announce a new ruling 
council, the body that makes the decisions 
that count. Such a council, made up of for- 
mer heads of state, could appoint an in- 
terim government, steer Nigeria towards 
elections later in the year and allow the 
armed forces to begin their retreat to bar- 
racks. The military ruling council was meet- 
ing again on July 9th; but the anger of the 
south-west still churned away, with no po- 
litical outlet. 

Privately, many northern Nigerians 
sighed with relief when Mr Abiola’s death 
was announced. A southerner who was also 
a Muslim, his election in 1993 would have 
threatened their 32-year grip on power. The 
last thing they wanted was his emergence 
from jail to claim the presidency. Yet the 
north itself is divided. Many northerners 
voted for him because he was a Muslim or 
because most of them are as poor as any 
southern Nigerian, despite the north’s 
wealthy and powerful upper class. 

The great danger is that Mr Abiola’s 
death could push Nigeria into a horror of 
ethnic violence. If the country is spared 
this, there could be one positive outcome. 
The uncertain status of the annulled 1993 
election—should it still be observed or 
not?—has split Nigeria’s democracy move- 
ment. After four years in prison, the chief 
had become a symbol of resistance to mili- 
tary rule. Yet many democrats shunned the 
man, flinching from his dubious past (he 
built a multi-million-dollar business em- 
pire through shady dealings and is known 
to have backed at least two coups). 

But now that he will never rule Nigeria, 
Mr Abiola can be respected as a martyr for 
democracy. His critics can join his support- 
ers in a united, democratic coalition. 
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The Palestinians 


Arafat's half-welcoming hand 


GAZA 


In a bid to dampen domestic criticism, Yasser Arafat is reaching out to old 
friends and foes. Could this include a deal with Hamas? 


N THE 16 months since the Middle East 

peace process ran aground, Yasser Ara- 
fat’s energy has gone into cajoling a reluc- 
tant world to pressure Israel into honour- 
ing the Oslo agreements. The Palestinian 
leaders diplomatic clout has rarely been 
weightier: on July 7th the UN decided by 
124 votes to 4 to upgrade the Palestinians’ 
observer status. Even so, his stock at home 
has rarely been lower. 

A recent opinion poll in the West Bank 
and Gaza showed half the respondents 
against the American proposal for an in- 
terim withdrawal of Israeli forces and in fa- 
vour of armed attacks against Israeli targets. 
The same number said that their economic 
situation had worsened since the Palestin- 
ian Authority (PA) was set up, and nearly 
two-thirds said that the PA was corrupt. 

Now, at last, there are signs that Mr Ara- 
fat is heeding his domestic critics. On June 
24th, he accepted the resignation of his cab- 
inet, requesting a couple of weeks to form a 
new one. Eighteen of the pa’s 21 ministers 
had tendered their resignations a year ago 


after an investigation by the elected Pal- 
estinian Legislative Council (PLC) un- 
earthed mismanagement throughout the 
authority and, in three ministries, evidence 
of criminal corruption. 

Most parliamentarians saw the govern- 
ment reshuffle as a small victory in their 
long tussle to hold Mr Arafat and his execu- 
tive to some kind of account. At the end of 
its investigation into the authority, the PLC 
recommended a new cabinet made up of 
“technocrats and experts” clearly separated 
from the old Palestinian Liberation Orga- 
nisation (PLO) executive. At present the dis- 
tinction between the two is routinely 
clouded by Mr Arafat's penchant for weekly 
“leadership” meetings made up of both the 
pA cabinet and the PLO executive. 

In fact, the confusion could become 
even worse if Mr Arafat succeeds in putting 
in place the new “national unity” govern- 
ment he envisages. On June 28th, the PA an- 
nounced that it had asked Israel to allow 
the return to Gaza of Farouk Kaddoumi, the 
PLO’s “foreign minister” in exile. A critic of 


the Oslo agreement from the outset, Mr 
Kaddoumi has ruled out leaving his exile in 
Tunis for the time being. He says that his 
recent discussions with Mr Arafat have 
been about “reactivating the PLO” so that 
“Palestinians can solve their problems and 
revive the peace process”. 

Mr Arafat appears to have peddled a 
similar line in talks with his old foes from 
the pLo’s Popular and Democratic Fronts. 
Both groups say they will not join any PA 
cabinet so long as it is “ruled by the Oslo 
agreements”. But the Democratic Front has 
said it would join a new “unified” Palestin- 
ian leadership were Mr Arafat to make 
good on his threat to declare a Palestinian 
state in the West Bank and Gaza if there is 
no agreement by the end of Oslo’s five-year 
interim period in May 1999. 

Is Mr Arafat resurrecting the PLO for 
such an eventuality? Palestinian analysts 
believe that readying the domestic ground 
for a unilateral declaration of Palestinian 
statehood may be one of Mr Arafat's mo- 
tives for forming a “unity” government. 

If so, it would not be his only one. He 
may also believe that the co-option of PLO 
opposition figures into a new “leadership” 
would diminish the democratic—and, for 
an old autocrat like Mr Arafat, constrain- 
ing—pretensions of the PLC. Moreover, a 
united front made up of old PLo leaders 
would immeasurably strengthen his hand 
against his only genuine opposition in the 
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| Qaddafi entertains at home, in bed | 


| 
| HESE are trying times for sanctions 
fans. While the murmur at the UN 
| against the oil embargo on Iraq grows a 
little louder each day, African leaders are 
calling for an end to UN sanctions on 
arms sales and air travel to Libya. Last 
month, the Organisation of African Unity 
voted to dilute some of the measures im- 
mediately and drop the embargo alto- 
| gether in September. Enforcing this mes- 
sage, and in defiance of the air- 
travel ban, the presidents of Chad 
and Niger flew into Libya on July 
6th. So, three days later, did Egypt's 
Hosni Mubarak—though he, un- 
like the other two, had permission 
from the UN sanctions committee. 
The UN imposed the ban in 
1992, at American and British be- 
hest, in an attempt to force Libya to 
hand over suspects in the bombing 
of an American airliner over 
Lockerbie, Scotland, in 1988. Libya 
refuses to surrender the two men, 
insisting that they cannot get a fair 
trial in America or Scotland. In- 
stead, Colonel Qaddafi has pro- 
posed various compromise formu- 





las, including a trial in a neutral country, 
under Scottish law, if necessary. 

He also argues that there is an interna- 
tional treaty governing such disputes. Re- 
cently, Colonel Qaddafi has won converts 
to his point of view. Of particular impor- 
tance was the February ruling by the In- 
ternational Court of Justice that it did in- 
deed have jurisdiction in the dispute, 
despite British and American objections. 





Pillow talk 


But court proceedings take time. The 
judges in The Hague spent six years decid- 
ing whether they were even entitled to 
hear Libya’s complaint; America and Brit- 
ain do not have to submit their new argu- 
ments until December. While he waits, 
Colonel Qaddafi has been gradually eas- 
ing the strictures of the air-travel ban. 

The gentle art of sanction-breaking be- 
gan in 1995, with a flight of Libyan pil- 
grims to Mecca. Since then he himself has 
flown on Libyan aircraft to Egypt, Nigeria 
and Niger. The two visiting African presi- 

dents were ferried in by courtesy of | 
the Libyans, but the rest of the | 
Chad delegation travelled in a 
Chadian aircraft. 

Mr Mubarak arrived in his own 
presidential aircraft, accompanied 
by a group of doctors. They were 
there because Colonel Qaddafi had 
broken his hip, apparently while 
exercising. This had not stopped 
the bold colonel from holding a 
press conference with his African 
visitors. His defiance may be 
boosted by his belief that America 
and Britain are having such a strug- 
gletohold the lineon Iraq thatthey | 
will be reluctant to pick a fight over 
another set of sanctions. 
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ADVERTISEMENT 


Now, you can amass a 
HARVARD GRADUATE’S VOCABULARY 


in just 15 minutes a day! 


Acquire a powerful vocabulary that catapults you into the top 5% 
of all educated adults — the most successful, highest-earning people! 


PEOPLE JUDGE You 
By tHE Worps You Use. 

Studies over many decades have proven that a 
Strong command of the English language is 
directly linked to career advancement, to the 
money you make, and even to social success, 

To move ahead in your career, your vocabulary 
level must at least egual the average level of the 
members of your profession. To excel, your 
vocabulary must surpass that of your colleagues. 

Every day, people judge you by the words you 
use. Rightly or wrongly, they make assumptions 
about your intelligence, your education, and 
your capabilities, 

Nothing makes a better impression than a 
solid mastery of the English language. 


REMOVE OBSTACLES IN YOUR PATH. 

Not having a strong command of language 
can be a serious handicap, an obstacle that pre- 
vents you from achieving your goals. 

Someone who cannot express ideas elo- 
quently, who hesitates because of uncertain- 
ty about the right word, can appear /ess than fully 
competent and qualified. 

That can hold you back from achieving your 
career goals, and from all the other rewards and 
recognition you deserve. 

So doesn't it make sense to have at your 
command as large, as diverse, and as exact a 
vocabulary as possible? 

What we call “the verbal advantage” is the ability 
to use words precisely and powerfully. It's the 
knowledge and skill to communicate clearly, accu- 
rately and effectively, with confidence, in every situ- 
ation, both on the job and off. 

ALL You Have TO 
Do Is Listen! 

Imagine yourself at a business or social 
gathering. You have the floor. All eyes are on you. 
You're speaking with confidence and poise, 
always choosing precisely the right word. 

This scene could be real with Verbal 
Advantage*. This comprehensive program is the 
single best way to expand your vocabulary and 
sharpen your command of English, Best of all, 
it's on audio-cassette tapes. To benefit, all you 
have to do is listen! 

You'll know when you persuade someone, 
and when you convince him, You won't say 
reoccur when you mean recur. 

You'll be equipped to speak with confidence 
at all times. In fact, you'll be able to converse 
and hold your own with anyone, at any level. 


Join THE Top 5%. 

When you complete the program, your vocab- 
ulary will surpass that of most executives and 
professionals, including those with advanced 
degrees. You will then be in the top 5% of all 
educated adults — the most successful, highest- 
earning people. 


You't, NEVER MAKE A MISTAKE! 

But there’s much more to this remarkable 
program. 

You'll learn about commonly misused words, 
commonly confused words, and commonly mis- 
pronounced words. You'll sharpen your ability 
to discriminate among words of similar mean- 
ings. And you'll gain the power to use language 
with greater clarity and precision. 

This extraordinary audio course will help you 
avoid common errors in pronunciation, spelling, 
grammar, and usage. Every key word is defined, 
spelled out, carefully pronounced and used in a 
sentence. So you'll never be caught in a blunder. 
Verbal Advantage® gives you the tools you need to 
communicate more effectively and confidently. 
Simply put, it will turn your ability with words 
into mastery! 
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“Pur A DOLAR SIGN IN 

Fronr OF Each Word You Learn.” 

More than 100,000 people have already ben- 
efited from Verbal Advantage”. And companies 
ranging from Aetna to Microsoft to Xerox have 
purchased the program. 

No book or other printed materials can 
give you the audio benefits of Verbal Advantage”. 
The course consists of 12 hours of fascinating 
narration, professionally studio-recorded on 12 
high-quality audio-cassette tapes, along with a handy 
guidebook, stored in a handsome library album. 


SPECIAL NO-Risk OFFER... 
Pius Free Bonus 


When you order now, you also receive 
Memory Advantage, absolutely FREE. This two- 
tape program (2 !/2 hours) will give you the abil- 
ity to remember names, faces, numbers and 
vocabulary as never before. 

You're fully protected by our unconditional 
30-day money-back guarantee: If you are not 
100% pleased at any time within 30 days from 
ordering, just return the tapes and we'll send you 
a prompt refund of the full purchase price. 
Memory Advantage is yours to keep, regardless. 

So what are you waiting for? Isn't it time to act? 
Order today! 





How to begin: 
+ CALL US TODAY: 


KO 1-949-361-5059 

* Or, COMPLETE THE COUPON and mail to: 
verbalAdvaniage® 

4 J Al 1150 Calle Cordillera, Dept. 361 
San Clemente, CA 92673 USA 


e Or, FAX your credit card order: 1-848-361-5624 
+ INTERNET: www.verbaladvantage.com 
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INTERNATIONAL 


West Bank and Gaza, the Islamist Hamas. 

At one time there was talk that Hamas, 
too, might join a new cabinet. This was 
scotched late last month when Sheikh Ah- 
med Yassin, Hamas's spiritual leader, re- 
turned to Gaza from his triumphant tour 
round Arab capitals. Yet the sheikh stressed 
that maintaining Palestinian unity was 
“for now” more important “than any other 
issue”. The precondition for such unity 
would be for Hamas to agree to restrain its 
military arm, Izzadin el-Qassam, from mil- 
itary action. Is an agreement on this feasi- 
ble? It is certainly being discussed. 

“It would be difficult for Hamas to 
reach an official agreement with the PA on 
the question of military action,” says Ghazi 
Hamad, editor of a Gaza-based Islamist 
weekly, al-Risala, and a confidant of 
Sheikh Yassin. “But I believe Hamas is 
ready to reach a compromise. It won't be an 
official declaration, but rather an under- 
standing that Hamas will refrain from mil- 
itary actions for a year or more, so as not to 
give Israel any pretext for not proceeding 
with the peace process.” 

If this were to be an outcome of Mr 
Arafat’s current round of meetings to form 
a new government, it would appease many 
of his domestic critics. More important, it 
would be the strongest signal yet that Israel 
has to choose, in the words of Khalil 
Shakaki, a Palestinian political analyst, be- 
tween “peace now or Hamas later”. 





Algeria 


Identity crisis 


EXT to religion, language provokes 

the most extreme passions in Algeria. 
When, on July 5th, a law came into force 
making Arabic the only language allowed 
in public life, fury exploded in the Berber- 
speaking region of Kabylia. The area was al- 
ready on fire. After the killing of an im- 
mensely popular Berber singer, Lounes 
Matoub, late last month, protesters sacked 
government-owned shops and tore down 
Arabic signs. Although most Algerians be- 
lieve that the singer, an outspoken secular- 
ist, was killed by Islamic militants, Berber 
anger swiftly turned against the state and 
its Arabisation policy. 

For Algerians, language is inextricably 
bound up with the con- 
flicting visions of their 
country’s identity. Is it 
Arab, Islamic, Berber or, as 
some politicians would 
have it, Mediterranean? Al- 
geria may be all of the 
above, but 36 years after 
the departure of French 
colonisers who had forc- 
ibly imposed their own 
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Whien words hurt 


language and culture, the country is still 
struggling to reconcile the various aspects 
of its personality. 

Lounes Matoub symbolised the struggle 
to get Berber recognised as an official lan- 
guage on a par with Arabic. His songs, glori- 
fying Kabyle village life, mocked both the 
military-backed government and its Islam- 
ist opponents. Not only was he scathing 
about Arabisation, which he held responsi- 
ble for the rise of Islamic militancy, but he 
was contemptuous of the language itself, 
describing it as “uninteresting”, and “un- 
suitable for knowledge and science”. 

His assassination brought out 
resentments that had been festering for 
years. As tens of thousands of Kabyles 
poured into a mountain village for his 
burial, the divisions in Algerian society 
were never more obvious. The crowds, car- 
rying banners that declared, “We are not 
Arabs,” chanted anti-government slogans 
in Berber and French, accusing the authori- 
ties of the killing. A previously unheard-of 
organisation calling itself the Armed Ber- 
ber Movement threatened to avenge 
Matoub’s death and kill anyone who tries 
to implement the Arabisation law. 

With independence in 1962, the adop- 
tion of Arabic as the national language was 
a natural choice to mark the break with 
France and forge an iden- 
tity suited to the country’s 
new status as a third-world 
leader. Yet many Algerians, 
including many in top po- 
sitions, had been educated 
in French and could not 
master Arabic. Despite pro- 
grammes to Arabise school 
education, French contin- 
ued to be the dominant 
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language in business and profes- 
sional circles, For the Kabyles, who 
are heavily represented in these cir- 
cles, French is even more important 
as so many of them work or have 
worked in France. In Kabylia, Arabic 
is often the third language. 

The Kabyle mother tongue, Ber- 
ber, is an oral language still in the 
process of being codified. A succes- 
sion ofauthoritarian central govern- 
ments, uneasy with pluralism and 
eager to shore up their nationalist 
credentials, discouraged its use out- 
side the private domain. However, 
as a fairly recent concession, Alge- 
rian television news has been broad- 
casting a daily edition in one of the 
three main Berber dialects. In 1995, 
President Liamine Zeroual, wanting 
to woo the Kabyle political parties, 
set up a body attached to the presi- 
dency that had the task of introduc- 
ing Berber teaching in schools. 

The new Arabisation law, voted 
by a rubber-stamp assembly in 1996, 
is ostensibly aimed at displacing French 
dominance. Government offices, compa- 
nies, political parties and associations will 
from now on have to conduct all their þusi- 
ness in Arabic. Breaches of the law carry 
fines of up to $170. Berber speakers, and 
many secular Algerians, regard it all as a 
heavy-handed attempt to appease the gov- 
ernmentť’s Islamist opponents. 

Proclaiming a secular Mediterranean 
identity, Berber activists resent the empha- 
sis on Algeria’s Arab-Islamic aspects. They 
want their own language to have official 
status. Only then, they argue, will it be pro- 
tected from measures such as the new law 
which makes it an offence for a political 
party to address a rally in Kabylia in Berber. 

For their part, supporters of Arab- 
isation express the deepest suspicion of 
Berber activism, charging that behind the 
protests lurks an unpatriotic desire to per- 
petuate French dominance. They regard 
figures such as the assassinated singer as 
representing an extreme, even racist, anti- 
Arab streak that has to be fought. 

The two political parties with Kabyle 
constituencies have already said that they 
will defy the Arabisation law. Hocine Ait 
Ahmed, leader of the Socialist Forces Front, 
declared that “the government is con- 
demning to perilous disorder a society 
which is already fragmented and ill-edu- 
cated, and whose administration is under- 
mined by corruption and incompetence.” 

A lesser worry, expressed by many, is 
how the law can be enforced, given the 
large number of people who cannot master 
Arabic. Some fear that the enforcement will 
be selective, turning the law into a weapon 
to marginalise factions in the riven mili- 
tary-political establishment. 
ee 
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THE ECONOMIST REVIEW 


-Playing Potomac hold'em 


American thinking about defence and security seems to be stuck in a groove, to 
judge by studies of new threats and how to meet them 


T IS one of the puzzles of the time. The 
range of security threats facing the estab- 
lished industrial democracies seems to be 
changing with bewildering and often 
alarming speed: But the debate about how 
to head off these challenges is mostly stale, 
bureaucratic and confined, not least by im- 
penetrable jargon, to an introverted elite. 

Anyone who doubts the first proposi- 
tion and was therefore preparing to lie 
back and enjoy a world where history has 
almost ended should study the list of “wild 
cards” drawn up by the Rand Corporation, 
the Pentagon’s favourite think-tank, in a 
study for the United States Air Force on 
possible future sources of conflict. Among 
the new kind of threat it considers are: a le- 
thal airborne virus, either natural or man- 
made, which kills millions of people; a fas- 
cist coup in a nuclear-armed country; an 
earthquake which devastates highly popu- 
lated regions of California; a new cold war 
(presumably between the West and the Is- 
lamic world?) along “civilisational” lines. 

The Rand list includes possibilities 
which are less blood-chilling but could still 
require serious recalculations in American 
defence thinking: a plunge in the cost of 
sending satellites into earth orbit or the 
perfection of sensor technologies which, by 
making oceans transparent, give subma- 
rines nowhere to hide. Another of the 
Rand’s wild cards—revolutionary collapse 
and disorder afflicting friendly countries— 
has arguably come worryingly close al- 
ready, in Indonesia. 

In such a confusing and unpredictable 
world, perhaps it is understandable that 
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Washington’s defence debate should an- 
chor itself in the recent past. The structure 
and size of America’s armed forces—ten 
army combat divisions, 11 aircraft carriers, 
13 active fighter-aircraft wings—is justified 
on the assumption of its having to fight two 
conflicts on a scale similar to the 1991 war 
against Iraq at virtually the same time. The 
expected location of these wars is no secret: 
one in the greater Middle East, presumably 
the Gulf, and one in the Korean peninsula. 
Because these threats are so conveniently 
specific and relatively easy to quantify, it is 
possible to conduct a good, old-fashioned 
bureaucratic fight about the precise num- 
ber of soldiers that would be needed to 
ward them off, and how much money this 
requires. 

From the Pentagon’s point of view, per- 
haps the biggest wild card of all would be 
the outbreak of unexpected peace in either 
of these potential war zones. For one thing, 
the removal of specific, near-term threats 
from regimes whose nastiness is not in 
question would oblige America’s defence 
establishment to bring into the open its 
murmured, back-room debate about lon- 
ger-standing threats from Russia and 
China. It is rightly assumed at the Pentagon 
that either Russia or China, or both, by vir- 
tue of nuclear arsenals, access to space tech- 
nology and sheer size—the buzz-word is 
“strategic depth”—could emerge as serious 
regional challengers to the United States af- 
ter 2020. Yet these wider concerns tend to 
be unduly muffled and also distorted by 
odd assumptions. 

The Rand study, for example, acknowl- 
edges the possibility of Russia and China 
turning malign. Yet it goes on to accept the 
widespread but generally unexamined 
premise that that could happen only if they 
fail economically. Naturally the hope is 
that these countries will grow steadily more 
market-oriented, more prosperous and so 
presumably more benign. But there is too 
little public thinking about a darker pos- 
sibility: that richness and stability in Russia 
and China will be all-too compatible with 
objectionable behaviour. of a traditional 
big-power kind. That, of course, is a ques- 






















































tion for all sides in the defence debate. But 
at least it should be clearly posed and 
openly argued. Looked at in this light, 
. grinding on about a two-war scenario in- 
volving unspeakable Iraqis and deranged 
North Koreans comes to look uncomfort- 
-ably like a displacement activity. 
One of the latest contributions to this 
“whole discussion comes from Michael 
O'Hanlon, a defence analyst at another pol- 
“iey-wonks’ haven, the Brookings Institu- 
tion. Like most mainstream thinkers about 
the American military, he frames the prob- 
lems in. budgetary terms and tries to ad- 
dress the “funding gap” which is appar- 
ently looming over the Pentagon with 
. greater certainty than any comet or aster- 
oid. The argument goes as follows: at a time 
of flat, or slightly falling defence budgets, 
‘the armed. forces cannot maintain their 
' ability to fight two overseas wars simulta- 
neously and keep their weaponry up to 
date without some radical reordering of 
priorities. The Pentagon has already taken 
c Some steps in that direction, promising to 
cut bases and personnel in order to raise 
< annual- procurement spending by half 
“from its post-cold war low of $40 billion. 
“ But Mr O'Hanlon suggests that it could, 
. indeed must, go a little further. To prove 
_ that the administration is trying to square 
circles, he points out that current planning 
calls for a $10 billion rise in total defence 
“spending between 2002 and 2003—which 
“looks unrealistic in political terms. 
He holds that instead of preparing to 
fight two full-blown wars at once, the Penta- 
gon should revert to something like the 
“win-hold-win” scenario mooted five years 
.ago.In practical terms, this would mean be- 
ing able to field 500,000 troops to fight in 
one war zone, while initially sending just 
200,000 to another to stem that adversary’s 
advances—and counter-attack as soon as 
the initial foe had been crushed. To support 
this view, MrO’Hanlon argues persuasively 
that holding back a North Korean advance 
“would be less arduous a military task than 
Pentagon planners seem to assume. 

-This scaling down of Pentagon goals, he 
argues, should allow a reduction in the size, 
though not the number, of the armed 
forces’ components—carrier groups, army 
divisions and so on. He also has some sim- 
‘ple, common-sense ideas for trimming the 
forces without straining them unbearably, 
such as sending sailors to join far-flung 
ships by air rather than by sea. 

< In support of his cautious approach to 
defence reform, Mr O'Hanlon argues that 
_ the much-touted “revolution in military af- 
_ fairs” (RMA)—promising perfectly accurate 
: weapons, thanks to perfect knowledge of 
the battlefield—has been oversold: what- 
ever the marvels of electronics, they do not 
remove the need for lots of clanking ar- 
mouron land, sea and air. 

He is right to be doubtful about the 
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wilder claims made on behalf of RMA. The 


intelligent sceptics case is laid out also, but 
with greater elegance, by Lawrence Freed- 
man of King’s College, London, who argues 
in a recent Adelphi Paper that no amount 
of gadgetry can remove what Clausewitz, 
the Prussian military theorist, called the fog 
ofwar. Nor, he thinks, will new-fangledness 
make the foot-soldier redundant. In many 
“military operations other than war’ 
(MOOTW in jargon), conspicuous infantry 
units will continue to be needed, whether 
as riot troops, peacekeepers or when coping 
with plagues and natural disasters. 

From his London vantage point far 
from the Beltway, Professor Freedman is 
better placed to avoid that common Wash- 
ington mistake of seeing defence issues in 
exclusively one-solution terms. Just be- 
cause fancy new technology is not the 
whole answer, it does not follow that huge 
inputs of traditional equipment are what is 
needed either. Nor, you could add, just be- 
cause unexpected wild cards need to be 
thought about and taken seriously in the 
defence debate, should familiar jokers like 
Russia and China be forgotten. 

m 





Radical protest 


Nettlesome 
but necessary 


DIY CULTURE: PARTY AND PROTEST IN NINETIES 
Britain. Edited by George McKay. Verso; 320 
pages; £35 and $45 


OLITICAL radicalism used to be chan- 

nelled mainly through political parties. 
Left-wing parties like the German spp and 
the Italian Communists offered their mem- 
bers and supporters not only what they 
deemed to be a coherent vision of the fu- 
ture but also a satisfying social life in the 
present. Good socialists fought campaigns 











together: they also drank together, sang 


songs together and married into each oth- 
er's families. 

Now all that has gone. The old socialist 
vision is today implausible, and politics 
and social life have become largely uncou- 
pled. Modern “catch-all” parties—even par- 
ties of the left—appeal for people’s votes but 
seldom to their imaginations. Evenings at 
home watching the World Cup on televi- 
sion have replaced nights at the working 
men’s club talking about politics—or any- 
thing else. As a result, radical politics has 
become largely single-issue politics 
(Greenpeace and Friends of the Earth 
thrive) or else sectarian and fairly dotty. 

The radical authors of “DiY Culture” 
would probably admit to being dotty, and 
they are certainly not supporters of any or- 
ganised party. Indeed, for them a party is 
nota political organisation but an all-night 
disco or, better still, a week-long rave. To- 
day's DiYists are natural heirs of the 1960s 
Berkeley radicals and the more violent anti- 
poll tax protesters in 1980s Britain. They 
sound alike, look alike and have similar 
tastes in music. Moreover, like fringe 
groups before them, they rejoice in commu- 
nicating in a private language. “DiY Cul- 
ture” is written throughout in DIY Speak. — 

If only for that reason, it ought to be re- 
viewed in DIY Speak; but, alas, The Econo- 
mist is devoted to plain English. Readers 
are thus deprived of sentences like “the mu- 
tation of Claremont Road into a phenome- 
nally imaginative theatre of creative resis- 
tance was a transformation of personal 
and social space” and a vocabulary with 
words in it such as happener, anarcho- 
punk, signifier, liberatory, compaign (sic), 
ecotage and luvdup. 

Needless to say, the obscurity is delib- 
erate. The use of a pretentious private 
vocabulary reassures authors and readers 
that they are initiates in an exclusive sect. 
The use of in-group allusion—one contrib- 
utor refers to “Rachel of Slampt Under- 
ground Organisation, part of the 1990s 
punk/fanzine: scene’—helps to 
achieve the same effect. More im- 
portant, willing obscurity serves 
to repel outsiders and discourage 
the asking ofawkward questions. 
If the DiY cultists set out their 
views verbally unadorned, con- 
cerned citizens might conclude 
that they were wrong-headed, 
wicked or, worse, simply banal. 

Fortunately, the authors’ at- 
tempts at obfuscation do not al- 
together succeed. The phrase 
“DIY’—Do- it  Yourself—speaks 
volumes. The “do” stands for ac- 
tion. DiYists believe in the effi- 
cacy, and also the intrinsic worth, 
of direct action: sit-ins, sabotage, 
tunnelling, building tree houses 
and what one of them. charm- 
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anny of the minority. But it plays arole. 





ingly calls “creative: criminal damage”. 
Thought, contemplation and rational argu- 
ment are at a discount. 

“Yourself” is also clear. DiYists believe 
in the primacy of self: the autonomous, as- 
sertive, nose-ring-wearing, disco-jumping 
self. The same self is also, above all, self- 
gratifying. Hence the authors’ persistent 
twinning of “self and pleasure” and the 
‘subtitle’s explicit reference “party |ie, party- 

` ing]and protest”. In this context, parties are 
outdoor street parties, indoor raves and 
“disco debauchery”. The editor, a lecturer 
in cultural studies at the University of Cen- 
tral Lancashire (and a former “punk, anar- 
chist, squatter and double bassist”), is re- 
duced to asking at one point if DiY in the 
» end is really “a movement or a scene”. 

Only the “it” in DIY is radically unclear. 
It certainly includes smoking “spliff”, 
taunting the police and dancing in Trafal- 
gar Square to “a type of 4/4 beat which 
Manchester DiY collective Network 23 
dubs: Enema Techno” (“fast, frantic elec- 
tronic sequences with a boosted bass that 
grabs the entrails of anyone who chooses to 
stand in front of the speakers”). It also 
clearly includes animal rights and anti- 
road protests. But beyond that everything 
remains shrouded in obscurity. The few 
thousand participants in the DiY culture 
aspire to the good life. They believe that the 
good life is not now lived by the modern 
“consumerist” majority. But, as the editor 
himself half acknowledges, DiYists could 
never agree on the details of what an alter- 
native good life might look like. Accord- 
ingly, they remain silent, 

The DiYists’ unattractive features are 
obvious. Their argumentation is shallow as 
well as pretentious. Their self-absorption 
borders on narcissism. They consistently 
exhibit the intolerance of which they so 
readily accuse others. Not least, DiYism’s 
irrational, even mystical strains—with their 
emphasis on physicality, spontaneity and 
the desirability of going back to the land— 
areal! disturbingly reminiscent of early fas- 
cism. As the editor points out, the German 
who coined the word “ecology” was him- 
self a proto-fascist. 

All thesame, the DiYists do occupy a po- 
litical niche in modern politics, one that 
would otherwise remain vacant. They ex- 
press the disgust with much government 
policy felt by ordinary voters, even those 
who support mainstream political parties. 
More constructively, they havea capacity to 
focus public and media attention on issues 
the mainstream politicians would prefer to 
leave alone. In Britain, DiYists have done 
much to put issues of animal welfare on the 
political agenda and probably more than 
atiybody else to call in question the coun- 
try’s once politically impregnable road- 
‘building programme. It is, to be sure, a tyr- 








British identity 


How hard it is 


ISLAND STORIES: UNRAVELLING BRITAIN. By Ra- 
phael Samuel. Verso; 416 pages; £20 and $35 


Fo most of this century being British 
was relatively uncomplicated. The Brit- 
ish left it to other nations to worry about 
their national identities or destinies—the 
Germans could wrestle with war guilt, the 
French could fret about military defeat and 
cultural retreat—the British on the other 
hand appeared to take the loss of empire 
relatively lightly, fortified by a new set of 
comforting images of national heroism de- 
rived from the second world war. 

But contemporary Britain is suffering 





from an identity crisis unparalleled in the 
rest of Western Europe. Scotland is shortly 
to get its own parliament and opinion 
polls suggest that it may then move rapidly 
towards independence; Wales will get an 
assembly; and in Northern Ireland the ef- 
fort to bring peace has led to power-sharing 
with the Irish republic, and hence signifi- 
cant departures from long-cherished no- 
tions of national sovereignty. Meanwhile 
Britain is struggling to come to terms with 
the erosions in the traditional powers of 
national governments entailed by mem- 
bership of the European Union. Shortly be- 
fore his death in December 1996, Raphael 
Samuel, contemplating the rise of Scottish 
nationalism in particular, wrote: “If the 
United Kingdom continues to unravel, the 
word ‘Britain’ may become as obsolete as 
‘Soviet’ is in post-1989 Russia.” 

That sentence is typical of Samuel's 
work, brought together in this posthumous 
collection of essays which form a second 
volume of his “Theatres of Memory”. As 
well as being an erudite and eclectic histo- 
rian, he had the eye for the telling anecdote 
and the pithy phrase that characterises the 
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best journalism. Some of the most striking 
essays in this collection are journalistic in 
nature. There is a devastatingly acid analy- 
sis of the now defunct Social Democratic 
Party—published in New Society in 1982—- 
but still fresh because many of its insights 
could apply equally well to Tony Blair's 
New Labour, with its fixation on moder- 
nity and its discomfort. with traditional 
working-class politics. i 

Oddly, for a man of the left, Samuel's 
analysis of Thatcherism is much more sym- 
pathetic—althouglt ultimately critical. His 
discussion of Lady Thatcher’s famous ap- 
peal to “Victorian values” cleverly illus 
trates how Thatcherism used an appeal to. 
traditional verities t neh anassaulton 
many of the establi land indus. — 
trial structures of the coui ‘ 





































claimed to act in then 
The most important ¢ 
this book, however, are | 
focus on the question of Bri 
identity—they give the volum: 
title and its shape. As a histori 
Samuel was aware that the appat 
ently time-honoured notion of 
British nationality was, in fact, 
relatively recent and fragile. Ashe 
notes: “The unity of the British = 
Isles, so far from being the norm. 
can appear rather as an excep 
tional condition, with a lifespan of less 
than 200 years, from the Battle of Culloden, 
say, in 1746, to the Irish Treaty of 1921." The 
prospect of Scottish independence may 
seem shocking today, but-~as Samuel — 
says—in historical perspective it could sim: 
ply be seen as part ofa process which began 
with the setting up of the Irish state, and 
which continued with the dismantling of 
the British empire. Goa 
The rise of Celtic nationalism comes: 
close to portraying the British Isles as an 
English empire. The obvious question 
posed by the potential disintegration of 
Britain is: where does this leave England? > 
Poignantly, “Unravelling Britain”, whichis 
perhaps the finest essay in this book, isun- 
finished. The editors of the volume note 
that the papers Samuel left after his death —__ 
suggested that he intended to end “Island __ 
Stories” with an extended essay on “The 
Difficulties of being English”. That particu- 
lar work never materialised. But the book 
Samuel left behind is still one of the most 
thought-provoking guides to this theme 
that a reader could hope to find... ee 
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3ritish West Indians 


T heir island sto 





WINDRUSH: THE IRRESISTIBLE RISE OF MULTI- 
RACIAL Brirain. By Mike Phillips and Trevor 
hillips. HarperCollins; 422 pages; £16.99 


HE Phillips brothers’ history of Carib- 
A bean settlement in Britain since 1948 
ells how a country’s whole culture 
_ changed—not, as the glum racists had fore- 
- told, because the new black arrivals ruined 
Britain’s heritage, but because they were an 
‘essential ingredient of changes that were 
coming anyway, and came differently be- 
“cause of their presence. 
: The story began in post-war confusion. 
The Empire Windrush, a redundant troop- 
_ Ship, was cruising the Caribbean in 1948 to 
move displaced people to where. they 
might have been but for Hitlers war. In 
Kingston, Jamaica, she picked up a couple 
of hundred men who wanted to go to Brit- 
ain because they had served in or were on 
leave from the Royal Air Force~in which 
West Indians, some of them combatant of- 
ficers, had won sterling opinions both from 
«their comrades and from British civilians, 
The Windrush’s remaining spare places 
_were offered, for £28 ($112), to all comers, 
mostly male. On arrival they were filmed, 
photographed and welcomed to a Britain 
where labour and housing were still subject 
-. to official direction, and temporarily bed- 
ded down in the Clapham Common deep 
bomb shelter, beside Brixton in south Lon- 
‘don. A few were sent to jobs on farms, 
which they hated and quit. The rest, quite 
quickly, found what work they could. As the 
news reached home others followed fast. 
Very few of the first 15,000 Caribbean 
‘workers came to officially arranged em- 
ployment. They came because they wanted 
to, and in 1950 made their first impact on 
the host country’s culture by daring to be- 
have cheerfully at Lord’s Cricket Ground, 
‘greeting the West Indian team’s victory ina 
Test match with songs, cheers and laughter. 
- The laughing soon stopped, and the 
Phillipses tell why in the voice and idiom 
of those who lived through it. As the mi- 
-grants numbers grew—especially after the 
United States, in 1952, limited West Indi- 
ans’ access to their favourite destination— 
their popularity in Britain sank. But they 
Aeptasserting that they were British, with as 
many rights as the native-born; until that 
proposition was denied by immigration 
controls in the 1960s, they kept coming, 
~ working hard and bringing their families 
- over when they could afford it. 
<==- -Mike Phillips is a good novelist and his 
brother Trevor a successful television jour- 
nalist, whose father arrived from Guyana 
in the first post-Windrush wave. Their in- 
stinct for detecting false postures and 
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-=> brewed-up causes adds poignancy to the- 


genuine grievances they describe. They.in- 
sist in particular on the essential British- 
ness of the migrants’ aspirations and ex- 
perience, a point fogged at the time by 
sophisticated analogies with the American 
civil-rights movement. They emphasise (as 
this paper also did at the time) the disgrace- 
ful failure of British governments to ensure 
racially unbiased policing. They insist, 
though, that things could have turned out 
much worse, and practically all their black 
interviewees agree. 

The middle-aged people the Phillipses 
talked to—members of parliament, mayors, 
magistrates, local worthies, ear-catching 
musicians, and an occasional villain—are 
the ones who made their mark. But the au- 
thors concede that for the most part, as Brit- 
ain transformed itelf, “the place of black 
people in British society seemed marginal. 
For most of the Windrush generation that 
was how it should have been—-head down, 
keep quiet, work your way to respectabil- 
ity.” They fitted better than anybody had ex- 
pected into the working-class way of life— 
council house, pub, union. Meanwhile the 





British working class was being abolished, 
orat leasttransformed.. = 

Its chief representative, and therefore 
one of the nation’s most powerful figures, 
was for decades the general secretary of the 
largest trade union, the Transportand Gen- 
eral Workers’. For six years now that job has 
been held by Bill Morris, a decent man who 
is black, and whose speech still hints at his 
Caribbean origin, although the Phillipses 
did not interview, nor do they even men- 
tion, him. Mr Morris was part of the old La- 
bour Party, for which the first black Britons 
(if they bothered to vote) voted, and which 
did little for them. 

How about New Labour, ruling a na- 
tion whose speech, music and style the Ca- 
ribbean immigrants helped invent? Some 
of the party’s senior fixers are said to have a 
favourite for mayor of London, when-in a 
couple of years that grand: new office is 
filled by direct election, The man they want 
is Trevor Phillips. The race as yet is wide 
open, but it might do the capital good to get 
a figurehead who, on the evidence of this 
book, loves his country and understands 
how it works, 

a 





Political gossip 


Dishable dirt 


SCORPION TONGUES: GOSSIP, CELEBRITY AND AMERICAN Pouitics. By Gail Collins. Morrow; 322 


pages; $25 


U- now, President Clinton’s holi- 
day reading has tended to the turgid: 
geostrategy, sociology, biographies of fam- 
ous predecessors. In his beach-bag this year 
he could tuck this hilariously readable 
book, which will reassure him that when it 
comes to scatological rumours about politi- 
cians, there is nothing new under the sun. 
The chief executive who believed himself 
“more abused by the press than any man in 
history” was George Washington; and most 


of those who followed him have thought 
much the same. 

Presidents or their wives have been ac- 
cused of almost every sort of misbehaviour 
by gossip-mongers: alcoholism (Jackson, 
Grant, Teddy Roosevelt; Mamie Eisen- 
hower); illegitimate children (Jefferson, 
Grover Cleveland, Clinton); predatory ho- 
mosexuality (Buchanan, Franklin Roose: 
velt); wife-beating (the astonishingly prim- 
looking Woodrow Wilson); and entertain- 








ment of mistresses in the White House 


(Warren Harding, Kennedy, Clinton). Some 
of this gossip was certainly true: Grant was 
indeed a drunk. Some of it was partly true: 
~ = Cleveland was. dogged in the 1884 cam- 
~ paign by little Oscar, but Oscar may have 
been fathered by a friend of his. And some 
of the gossip is out of whole cloth. Gail Col- 
_lins, however, does not always make clear 
-< where gossip ends and facts begin, so that 
“. this reader, for one, now takes it as gospel 
that Harding made love to his mistress in a 
broom cupboard just off the Oval Office. 
The spread of gossip remains some- 
thing ofa mystery; it could speed round the 
country long before the age of either radio 
or Matt Drudge, so that people in the far 
West knew the dirty stories almost as soon 
as they hit the street in Washington. Less 
mysterious, and well explored by Ms Col- 
- lins, is why the substance of gossip changes 
from age to age. Gossip usually reflects the 
social changes people fear. 

Quincy Adams, in the early 1800s, was 
accused of “courtly” ways and royal preten- 
sions, the greatest danger to the new repub- 
lic. John Adams was maligned for his bil- 

¿liard table and soda water, reflecting the 
suspicions of frontiersmen that officials 
“back east” were living high at their ex- 
pense. Jefferson was accused of having a 
slave mistress, his “African Venus”, and it 
was rumoured that Lincoln and even Har- 
ding had Negro blood: such gossip re- 
flected fear of the power of blacks and of 
racial mixing. Gossip about drinking 
reached peaks at times of prohibition or ab- 
stemiousness, so that poor Teddy Roosevelt 
was reduced to claiming that the only thing 
he drank to excess was milk; gossip about 
lesbianism (Eleanor Roosevelt, Hillary 
Clinton) reflected periodic terror of strong 
women, some of whom may even throw 
lamps at their husbands. 

Whatever Mr Clinton may think, the 
modern rumour-mill is not greedier or 
more prurient than in the past. Gossip goes 
in. cycles, and is influenced by the state of 
the press. Circulation wars (as in the 19th 
century) are good for sensational tales; 
when newspapers become part of the estab- 
lishment, as happened in the 1940s and 
1950s, gossip goes underground. This does 
not mean it disappears. The apparently 
straight-laced Washington Post showed 
how to do itin 1915, with an infamous typo: 
“The president [Woodrow Wilson again} 
spent much of the evening entering Mrs 
Galt.” It did well again in 1992, when an al- 
leged mistress, Jennifer Fitzgerald, was said 
to have “served President Bush in a num- 
ber of positions”. The moral of this book, 
mercifully free of psychological analysis, is 
that the human appetite for saucy tales will 

-never go away; and that even if Mr Clinton 
` -were pure as snow, some tittle-tattle would 
~ be found to besmirch him. 
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Nixon’s statesmanship 


Overrated 


A TANGLED WeB: THE MAKING OF FOREIGN 
POLICY IN THE NIXON PresiDENcy. By William 
Bundy. Hill & Wang; 768 pages; $35 


T reputation of peacemakers can be 
fragile indeed. President Wilson peaked 
with the Treaty of Versailles; Neville Cham- 
berlain just after the fateful Munich agree- 
ment with Hitler. President Nixon and 
Henry Kissinger reached their apogee in 
1972 with their dramatic and well-televised 
trip to China, the Moscow summit with its 
SALT agreement and Mr Kissingers some- 
what premature announcement that peace 
was at hand in Vietnam. Their ascendancy 
was reflected on the cover of Time, where 
they appeared as “Men of the Year”. 

There has been some slippage, of 
course. Exposés by William Shawcross and 
Seymour Hersh, the publication of the 
Haldeman diaries and attacks from Rea- 
gan Republicans have all left their mark. 
But, remarkably, the reputation of Messrs 
Nixon and Kissinger for the extraordinarily 
skilful conduct of foreign affairs has sur- 
vived pretty well intact. 

William Bundy has now dealt both 
men a body blow. Mr Bundy is a foreign 
affairs mandarin and member of the east- 
em establishment. Educated at Groton, 
Yale and Harvard Law School, son-in-law 
of Dean Acheson, brother of McGeorge 
Bundy, he served in the Pentagon and CIA 
as well as on the National Security Council 
staff before becoming assistant secretary of 
state for the Far East at the time the key deci- 
sions on intervening in Vietnam were 
reached. He left government shortly after 
President Nixon took office to become edi- 
tor of Foreign Affairs. Studies of foreign pol- 
icy-making are usually written by journal- 
ists or academics. Mr Bundy demonstrates 
the superior insights available to a practi- 
tioner reviewing the period just after he left 
government. 

Mr Bundy concludes that despite its 
spectacular nature the opening to China 


Mr Kissinger and Zhou En : 
was a “three-year affair at 
best”. He judges also: th 
though Nixon did carry “fi 
ther than any of his PNA 





range western stasa 
was being pursued by. 
German. chancellor, in 1 

























strates, Nixon’s triumphal rti 
Moscow in the aftermath of his mining of 
Haiphong harbour and while America 
bombs were falling on North Vietna 
turned on the Soviet Unions decision 
obtain ratification of ‘treaties with West 
Germany which recognised the existing — 
boundaries of Central Europe. From — 
Ostpolitik flowed the Helsinki Accor 
with their guarantees of human rights. The 
ensuing revolution in Eastern Europe con- 
tributed directly to the downfall of the So-. 
viet Empire. Yet, as Mr Bundy observes, 
“the historian is bound to gulp in disbelief: 
in the whole range of Nixon’s writings there 
is hardly a favourable reference to human 
rights either as an ideal or as a practical 
force in international affairs.” ; 
Mr Kissinger receives handsome praise 
for his shuttle negotiations between Israel 
and Egypt and his moves during the Jorda- 
nian crisis of 1970. But na criticism of: 
many other aspects of his policies and the 
demonstration of the self-serving and often 
duplicitous aspects of his memoirs, Mr Ki 
singer is likely to bridle most over M 
Bundy’s belief that “Kissinger was a willing 
executor but the choice of objective wasal- 
most always Nixon’s.” Nixon “set the 
framework from the outset, as well as the 
priority of objectives with his own re-elec: 
tion at the very top.” 
Mr Bundy’s scholarship and objectivity 
command respect, and he makes a very 
powerful case against his chosen subjects. 
No doubt a defence will be called for. But 
where will it come from? Both the late pres- 
ident and Mr Kissinger have already, draw- 
ing on information not yet available 





















‘memoirs. Further public disclosures are 
not likely to add much to their reputations. 
IF anything, the release of the Nixon tapes 
dealing with foreign policy can be expected 
to support Mr Bundy’s view that their prac- 

ce of deceiving Congress and the Ameri- 
can people doomed major international ef- 
forts to failure. 





Roller-coaster politics 
Who's sorry 
now? 


LESSONS LEARNED THE Harp Way. By Newt 
Gingrich. HarperCollins; 256 pages; $25 


ONTRITION is rare among politi- 
cians. It is especially out of character 
for Newt Gingrich, a Republican congress- 
man from Georgia who has for the past 
three years been speaker of the House of 
Representatives. His trademark is abrasive 
attacks. on “liberals”—-usually Democrats, 
but sometimes on his own side. Yet this 
brief memoir is an attempt by Mr Gingrich 
‘to say sorry, note the lessons he has learnt 
“and promise to do better next time. 
What made Mr Gingrich was his deci- 
‘sion in 1989 to press ethics charges against 
Jim Wright, the Democratic speaker. Like 
“most Texan politicians, Mr Wright had 
‘shady associates and slightly dodgy finan- 
cial arrangements (involving, in his:case, a 
book deal). But he was not a crook, and 
‘many sympathised when he was forced 
_ Out, Mr.Gingrich did not and does not sym- 
pathise—even after his own subsequent 
troubles over a book deal earned him an 
ethical reprimand and a fine of $300,000 
(this offers two lessons, knowing the differ- 
ence between right and wrong, and doing 
“the right thing—although Mr Gingrich pins 
much of the blame on his lawyers). His lack 
-of contrition is unsurprising; it was his suc- 
cess. against Mr Wright that set him on 
course for the Republican leadership and, 
fter the party's stunning victory in the 
-1994 elections, into the speaker's chair. 
For a year it went like a dream. The Re- 
; publicans came to power on the back of Mr 
Gingrich’s. “Contract with America”. The 
ew speaker proceeded to railroad most of 
t through the House, trampling on senior 
colleagues as well as Democrats. Fora while 
é was the coming man in America; the dis- 
cussion was about when, not whether, he 
“would become president. But then Mr 
“Gingrich came up against a man more 
‘ruthless even than himself; Bill Clinton. 

-, Another lesson in this book is never to 
underestimate the liberals. Mr Gingrich 
did that with Mr Clinton. Having routed 
-him on health care and then helped win 
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mounted the best cases they could i in their a 


was the Republicans who lost clout after 
their budget confrontation with the presi- 
dent briefly closed the government in 1995. 
Mr Clinton even depicted Mr Gingrich as a 
cry-baby after the speaker complained 
about his economy-class treatment on Air 
Force One (lesson: keep your mouth shut). 

Since Mr Clinton’s re-election in 1996 
and a desultory Republican attempt to oust 
its speaker (providing him, inevitably, with 
another lesson: keep your eye on the ball), 
Mr Gingrich has seemed a chastened man. 
Yet the contrition in this book never quite 
convinces. There is too much self-righteous- 
ness, not to mention hypocrisy. Mr Ging- 
rich’s frequent cloying references to his 
wife and family entirely skate over his ear- 
lier, messy divorce. And underneath the 
syrupy prose, the old attack dog can be de- 
tected straining at the leash. 

Recent signs are that the old Newt is 
back, with renewed sharp attacks on the 
president's ethics and a high-profile foray 
to Israel. Rumour has it that he is toying 
with a presidential bid in 2000. Yet though 
he is a formidable fund-raiser, Mr Gingrich 
remains unpopular. Which provides an- 
other lesson, not mentioned in this book: 
do not fly too high, for you might, like Ica- 
rus, come a cropper. 
| 





Civil rights in America 
No picnic 


THe CHILDREN. By David Halberstam. Ran- 
dom House; 789 pages; $29.95 


AVID HALBERSTAM, a 25-year-old 

Harvard graduate, had just gone to 
work for the Nashville Tennessean after an 
unhappy experience working as a reporter 
in Mississippi. In the early 1960s he cov- 
ered the new civil-rights movement for the 
paper. Later he went on to high reputation 
as one of the first reporters to criticise the 


ep’ : publican majorities in n both House and American war efforti in Vietn 
~ Senate, Mr Gingrich treated the president 


~as a lame duck. The duck pecked back; it 





im and as the 
author of best-selling accounts of the Ken- 
nedy Administration, the American jour 
nalist elite and the decade of the 1950s. 

Now he has revisited his youth by retell- 
ing the story of the “Nashville All-Stars” 
and their progression from the early sit-ins, 
through the terrifying experience of the 
Freedom Rides, to. their part in the trium- 
phal stage of the movement, when it forced 
the hands, first of John and Robert. Ken- 
nedy, then of Lyndon Johnson, and. suc- 
cessfully appealed to the conscience and 
decency of the great majority of their white 
fellow-citizens. 

He has also followed up the after-life of 
these heroes of the dawn of the civil-rights 
movement. Itis nota happy story. The cour- 
age it took to risk being battered or even tor- 
tured to death by white supremacists, as ac- 
tually happened to.James Chaney, Micky 
Schwerner. and Andrew Goodman, had a 
long-term cost for some. 

If a John Lewis or an Andrew Young 
won through to public distinction, one as a 
congressman, the other as a member of 
President Carter's cabinet, there were oth- 
ers who succumbed to breakdown, alco- 
holism or various forms of burn-out. One, 
Marion Barry, both triumphed as several 
times mayor of Washington pc, and disin- 
tegrated into financial corruption, obses- 
sional womanising, drug dependency and 
even prison. 

Mr. Halberstam’s account is hardly 
flawless. It is not just long but wordy and 
repetitive, and oddly awkward in the use of 
tenses. By focusing on the Nashville group : 
he gives a distorted account of the civil- 
rights movement, exaggerating the role of 
Nashville and minimising that of Atlanta, 
and relegating major figures. like Bayard 
Rustin, James Farmer, Ella Baker, Robert 
Moses and even King himself, not to men- 
tion his influential white. backers and 
sympathisers, to the background. There are 
factual errors, too: Willard Wirtz, for exam- 
ple, was not the head of the Johnson Ad- 
ministration’s Office of Economic Oppor- 
tunity; Sargent Shriver was. 

This is not always reliable history, but it 




















is good journalism. it is reathible and. ab- 
‘sorbing, not so much as an account of the 
first, successful stage of the -civil-rights 
” movement, butas a collective portrait of a 
group of young people finding the courage 
to achieve heroic victories and then, in all 
too many cases, finding ordinary life too 
much of an anti-climax to be easily borne. 
Mr Halberstam has written memorable 
portraits of such different characters as the 
almost saintly Reverend James Lawson, 
-whose non-violent workshops were the 
seedbed of the “Nashville Group”, and who 
went on to organise the black community 
in Memphis and so brought Martin Luther 
King there to meet his death, or Jim Bevel, 
the brilliant, half-crazy former steelworker 
and rhythm-and-blues musician who used 


-<U to snarl his way on a bicycle through the 
streets of strife-torn towns like Selma wear- 


ing a multicoloured yarmulke. 

Mr Halberstam is at his best when he 
describes the tormented after-career of one 
of the sit-in veterans, Rodney Powell, who 
had a brilliant career as a doctor in Africa 
and Los Angeles before confronting the 
need to acknowledge that he was homosex- 
ual, a revelation that nearly drove his wife 
to suicide; or when he traces Diane Nash’s 

' struggle to bring up Jim Bevel’s two chil- 
. dren on her own. 

There were two stages to the movement 
to emancipate black Americans after the 
Supreme Court outlawed legally-imposed 
segregation in the Brown decision in 1954. 

. The first stage, the one chronicled through 
the lens of recollection by David 
Halberstam, was a matter of dramatising 
the injustice, and the absurdity, of legal seg- 
regation by a series of acts of defiance, like 
the sit-ins, the Freedom Rides in southern 
buses, and mass demonstrations like those 
in Birmingham, Selma and Montgomery. 
Because, once the ethical and political is- 
sues had been relentlessly exposed by the 
civil-rights leaders, the great majority of 
Americans, even in the South, could not in 
the end find it in their hearts to justify the 
system of racial supremacy, it was success- 
fully dismantled. 

The second stage, the attempt to follow 
de jure in the South with de facto equality 
in the country as a whole, was an altogether 
tougher proposition. It involved, not just 
giving black citizens equal rights, but help- 
ing blacks to achieve “equality as a fact and 
a result”, as President Johnson famously 
put. it. Many African-Americans have 
made remarkable steps towards “equality 
as a result” in the last 40 years. But overall, 
the second stage of the movement has not 
been successful. 

That failure has had the strange effect of 
making the success of the first phase look 

- easy. It was not. And the cost in individual 

lives, as David Halberstam has understood 


-. and sensitively shown, was not cheap. 
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The Yugoslav war 


Family calamity 


BLOOD AND VENGEANCE: ONE FAMILY'S STORY OF THE WAR IN BOSNIA. By Chuck Sadete Norton: 


400 pages; $29.95 and £19.95 


OX of the weirder spectacles during 
the war in the former Yugoslavia was 
the “ancient-hatreds” sideshow. This con- 
sisted of western politicians, dons and 
journalists agonising about whether Yugo- 
slavs were killing each other because they 
were historically prone to bouts of blood- 
letting or because their present leaders 
were evil. And what nonsense it was too. 

At last comes a book that leaps beyond 
that tedious row. This is vivid writing about 
real people. Dozens ofbooks have come out 
about the Yugoslav wars but there must be 
plenty of readers who deep down are still 
baffled as to why Yugoslavs did this to 
themselves. “Blood and Vengeance” is the 
book for them. 

One of its strengths is to show how, 
when fanning the embers of hatred, Yugo- 
slav politicians breathed 
life into conflicts almost, 
but not entirely, forgotten. 
As Chuck Sudetic demon- 
strates these were conflicts 
that bound Bosnian Serbs 
and Muslims together in a 
bloody embrace, not just as 
impersonal nations but as 
families and neighbours. 
“Memories have a long life- 
time,” recalls one of his 
characters, “and the evil 
memories have the longest 
lifetime of all.” 

Mr Sudetic (who also wrote pieces for 
this paper) was the best correspondent the 
New York Times had in ex-Yugoslavia. An 
American, he was. related both by back- 
ground and by marriage to the country he 
was writing about, and he covered the war 
from the beginning, at times with a Serb 
price on his head. The New York Times lost 
him after luring him back to a job in New 
York which promised a secure career. 

Bored stupid, Mr Sudetic threw it in 
and embarked on a painful, ambitious 
quest. Returning to Bosnia, he went looking 
for the Muslim family of Hamed Celik, his 
Serbian wife's brother-in-law. In 1992, as 
the fighting started, Celik’s family had fled 
from the eastern Bosnian hamlet where it 
had been for generations. At first they had 
slept in the woods and in caves before tak- 
ing refuge in Srebrenica, soon surrounded 
by Serb soldiers. 

Mr Sudetic’s tale reads like a novel and 
recalls at times a classic of Yugoslav litera- 
ture, Ivo Andric’s “The Bridge on the 
Drina”. Andric wrote his book during the 
second world war, and his characters, who 



















recount eastern Bosnia’ $ brdail history, are 
fictional. Mr Sudetic’s are real. Some lie 
most probably i in Srebrenica’s mass. graves, 
The survivors live in Sara oor Canada. 
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Kravica’s survivor 
were angry, he: pro 
“what did they say?” 
embittered Serb repli 

“Revenge... Sooner... or 
later our five minutes will 
come.” 
“And the opportunity finally came.” 
“Yes.” 

“Vengeance?” 
“Yes, blood vengeance.” 
Nobody knows how many died in those &- 
nal massacres of July 1995 when the Serbs 
overwhelmed Srebrenica, but the number. 
is thought to be as high as 8,000. ae 

While the best parts of Mr Sudetic’s. 
book are his accounts of his family’s run-up 
to the war, life in Srebrenica and the cat- 
nage of its fall, he also deals with the politi: 
cal context of its final bloody fiasco, He ` 
blasts the Bosnian government for not lift 
ing a finger to save the town. But he does 
not appear to think, as many do, that this 
was because they thought Srebrenica could — 
not be held and that it would. be better to 
lose it in war than give it up at the peace 
table in exchange for land elsewhere. 
Mr Sudetic also writes in excoriating 

terms about Yasushi Akashi, the United Na- 
tions envoy, and General Bernard Janvier, 
the un’s military chief in former Yugosla- 
via. He also argues that by giving General 
Ratko Mladic, the Bosnian Serb Army com- 
mander, the impression they were against 




















TO airstrikes, they let him think he hada 
light to take Srebrenica. 
_ © This is one of the best books in English 
to come out of the Bosnian conflict so far. 
In the past few months investigators have 
ce more been at the gruesome task of ex- 
uming bodies in their search for evidence 
eeded to prepare prosecutions at the In- 
national Criminal Tribunal for the For- 
mer Yugoslavia in The Hague. At the begin- 

ing of his book Mr Sudetic quotes from 
Psalm 94: “Lord, how long shall the 
ked, how long shall the wicked tri- 
mph?” The Hague court has indicted Gen- 
| Mladic, but he is still at large. 
















Spanish Inquisition 


Still nasty 


THe SPANISH INQUISITION: A HISTORICAL RE- 

ASION. By Henry Kamen. Yale University 

Press; 351 pages; $35. Weidenfeld & Nicolson; 
5. 


S I was saying last time...” These 
coL X are supposedly the opening words 
of the first lecture delivered at the Univer- 
sity of Salamanca by Luis de Leon, scholar 
‘and poet, upon his return there in 1576 af- 
ter four years’ imprisonment at the hands 
of the Spanish Inquisition. They are the 
ost famous words uttered by any victim 
of that tribunal. Professorial colleagues and 
rivals had denounced him: some features 
of academic life never change. 
Henry Kamen’s meticulous and 
_ thought-provoking new book is an exten- 
_ Sively re-written version of a work first pub- 
¿lished in 1965, incorporating the fruits of 
- much new research (not the least of it by 
 Benzion Netanyahu, the father of the 
. present prime minister of Israel). His aims 
are to disentangle history from myth and 
in sọ doing to tone down an unsavoury 
reputation. Successful in the first of these 
_aims, he is less than wholly convincing in 
thesecond. 
The Spanish Inquisition was founded 
in 1480 by royal order to cope with a single 
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‘perceived prob 


























lem, the alleged presence of 
judaising crypto-Jews among the consider- 
able numbers of Spain’s very large Jewish 
population who had formally accepted 
Christianity, often under pressure, in the 
past century or so. 

Though there is no indication that it 
was intended to be permanent, in the event 
it was not finally abolished until 1834. This 
was partly because new targets were con- 
stantly being found for its attentions: 
crypto-Muslims, Protestants, drunken rant- 
ers against the clergy, witches, homosex- 
uals, rationalists and free-thinkers. Even St 
Ignatius Loyola and St Teresa of Avila were 
denounced, and the Inquisition’s censors 
made Cervantes remove an offending sen- 
tence from “Don Quixote”. - 

This longevity was partly because th 
crown found useful a body which was 
firmly under royal (never papal) control, 
which was to some degree a source of reve- 
nue {from confiscation of victims prop- 
erty). It was also the only institution in 
Spain empowered to override entrenched 
local particularism and extend royal au- 
thority into every corner of the land. 

The image of the Inquisition as, in Mr 
Kamen’s words, “a juggernaut of death”, 
and of the inquisitors as a ruthlessly effi- 
cient thought-police, is misleading. The 
numbers of those executed has been much 
exaggerated. Conditions in the Inqui- 
sition’s prisons were better than in others. 
In an age when all states used torture, the 
Inquisition employed it sparingly. Inquisi- 
tors were not the loutish sadists of legend; 
for the most part they were smart career- 
lawyers. The Inquisition was underfunded 
and overworked, at its lower levels it was 
venal and inefficient. In several regions of 
Spain, notably Catalonia, it was strongly re- 
sisted. It had almost no impact at all upon 
the countryside. Its attempts at censorship 
were, despite Cervantes, farcical. 

All that, and more, may reasonably be 
pleaded in extenuation and Mr Kamen 
does so convincingly. As against this, the In- 
quisition encouraged some of the uglier hu- 
man characteristics. Anonymous denunci- 
ation and the keeping of the accused in 
ignorance of the charges laid, were two 
methods, as Mr Kamen admits, “designed 
to cause fear’. The shaming of penitents’ 
families and descendants was a fearful 
matter in a society setting such high store 
by visible honour. Religious labelling 
slipped easily into ethnic stereotyping. 

How could all this have happened, asks 
Mr Kamen, in a society which had once 
practised convivencia, the harmonious co- 
existence of Christians, Muslims and Jews? 
If it is a difficult question to answer, as he 
confesses, it may be because it is based on a 
false premise. Perhaps medieval Spain was 
less tolerant than commonly supposed. Is 
another myth waiting to be dismantled? 








NEW BOO 


TO ADVERTISE YOUR NEW 8OOKS AND REPORTS 
GET IN TOUCH WITH NICHOLAS BEVTS, 
TELEPHONE! +444 171 830 7000 EXT 1309 
E-MAIL: Nickbeyts@economist.com 


Whitaker's Almanack World Heads of 
State 1998, edited by Roger East (CIRCA). 
The most clearly presented, annually 
updated reference source. profiling the 
chief citizens of all the world’s recognised 
nation-states. ISBN: 0 11 702204 7. £45, Pub- 
lished by The Stationery Office. Tel: ++44 171 
873 9090. Fax: ++44 171 873 8200. 


The Manic Sun by Nigel Calder. Pilking- 
ton Press. The recent revolution in climate 
physics has lead climatologists to revise 
their views on global warming and climate 
change. Governments. and industrialists 
planning the future of the energy industry 
and the global economy can. learn ‘about 
this critical scientific revolution and its 
challenge to global warming hypotheses. 
ISBN: 1-89904411-6. Alec Jolly Tel: ++44 1788 
823868. Fax: ++44 1788 822648. 


Building Value with Capital-Structure 
Strategies, by Henry A. Davis and 
William W. Sihler. Published by Finan- 
cial Executives Research Foundation, 
Inc. Here are case studies of how.B entirely 
different companies develop policies on 
capital structure and dividend payout, plus 
a comprehensive review of financial theo- 
ry. Softcover; 332. pages. ISBN: 1-885065-11-6. 
To order, call 1 (800) 680-FERF (N. America); 
(770) 751-1986 (int'l); or fax (770) 442-9742, For 
a FREE catalog, e-mail rthompson@fei.org. 


Seeing Tomorrow Rewriting the Rules of 
Risk by Ron Dembo and Andrew Free- 
man. Published by John Wiley & Sons. 
Presenting a bold new approach to risk, 
Seeing Tomorrow offers a dynamic frames 
work designed to. enhance our ability to 
make important decisions, and conse- 
quently change how we manage our invest- 
ments. ISBN: 0471 247367. Published May 
1998. 260pp. Hardback. £19.99, 

To order DIAL FREE (UK only) 0800 243407 
or (for overseas orders) ++44 1243 843294 


CountryNet - an online survival guide 
for corporate expatriates and interna- 
tional business ‘travellers. Launched by 
The Economist intelligence Unit (EIU), 
Arthur Anderson.and Craighead Publica- 
tions, the GountryNet. website covers 84 
countries and provides answers to social, 
political, cultural and frequently compli- 
cated tax questions often posed by business 
professionals and: their families working 
abroad. Trials can ‘be obtained by e-mailing 
countrynetinfo@countrynet.com. or by 
calling your nearest EIU office (Mark Bush 
or Jeremy Eagle in Europe on ++44 171 830 
1183, Tricia Dooley in the Americas on ++1 
212 554 0649). 


For more information about 
the titles supplied. above, visit the 


Classified Section on 


The Economist Website 
www.econonist.com 
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i Perspectives ÒN STRATEGY. Edited by Carl 
“Stern and George Stalk Jr. John Wiley & 


Sons; 336 pages; $29.95 and £19.95 

OW has business strategy evolved 
over the past three decades? To an- 
swer this, two consultants from Boston 
Consulting Group have retraced their 
firm’s steps through a collection of 75 es- 
‘Says. BCG is one of a handful of global 
consultancies that advise the top manage- 
ment teams of big corporations. This col- 
lection—which is drawn from Harvard 
Business. Review articles and the firm’s 
own publications for senior executives— 
is sometimes repetitive. But it gives a good 
overview of which ideas the firm has been 
selling to top managers for the past 35 
years—in many cases with a lot of success. 
Many of the themes will sound famil- 
iar. In the early 1970s, for example, the 
firm emphasised the “experience curve”. 
This idea arose out of BCG’s work inside 
semiconductor plants in the 1960s, when 
it discovered that average costs fell by a 
quarter every time output doubled. It 
later confirmed this tendency in several 
other industries. If firms could achieve 
lower average costs through experience, 
they should, BCG argued, try to win the 
battle for market share, even at the ex- 
pense of current profits. 

The next big idea was corporate port- 
folio strategy: the notion that head office 





-could add value by allocating capital 


among many different divisions. The 
trick for senior executives, BCG argued, is 
to identify the “cash cows”—divisions 
that generate lots of cash but have low 
growth prospects—and to milk those 
cows to supply more deserving business 
units. The theory provided.a popular ra- 
tionale for conglomerates. 

In the liberated capital markets of the 
1980s, this idea took a beating. What are 
investors for, after all, if not to decide 


-which businesses are most deserving of 


their money? .As the takeover market 
heated up, and big conglomerates were 
broken into pieces, the idea lost favour. 

In the late 1980s, as the pace of change 
in many industries picked up, a firm’s 
ability to develop new technologies and 
products became more crucial. The popu- 
larity of the experience curve began to 
wane, and BCG gave it a facelift through 
the notion of “time-based competition”. 
In 8cG’s view, experience was the key to 
winning the innovation battle as well: 








: i Business strategy: past, present and future 





These recent books by management consultants reveal how business strat- 
egyis changing—or at least how consultants would like it to change 


justas firms should seek increased market 
share to gain a cost advantage, they 
should introduce new products faster to 
gin a technological head-start. 





THE PRrorit Zone. By Adrian Slywotzky 
and David Morrison. John Wiley & Sons; 
352 pages; $29.95 and £16.99 

EVER mind what worked, or did 

not, in the past. Which strategies 
will be most profitable in the future? Al- 
though the answer ought to depend on 
the company, many gurus still tend to of 
fer one chant for all. Adrian Slywotzky 





and David Morrison, both partners at 
Mercer Management Consulting, believe 
in giving managers a choice. 

They identify 22 different strategies 
that companies have used to increase 
their profits. Some involve clever brand- 
ing. SMH, a Swiss watch company, devel- 
oped the Swatch brand to compete head 
on with makers of cheap watches. This 
made it harder for competitors to move 
into making expensive watches, which is 
where SMH makes most of its money. 

Other firms make money by creating 
standards around their own products 
and services. Some act as a “switchboard”, 
matching buyers and sellers. Firms such 
as Schwab, Auto-by-Tel and General Elec- 
tric’s Information Services unit have dis- 
covered that the more clients join their 
networks, the more attractive they be- 
come. Other profitable standards are 


products on which firms can piggy! 
their own products and services 
(Microsofts operating system; American 
Airlines’s reservation system). If you do 
not like these approaches, there are 19 
others to choose from. 










THE SMART Orcanisation. By David 
Matheson and Jim Matheson. Harvat 
Business School Press; 292 pages; $29.95. 
McGraw-Hill; £20.99 : 


HERE are two ways for firms: 

prove their strategy. One is to co: 
pare the advice provided by many diffe 
ent consultants and academics, and the 
pick the best. A better approach, say Jim 
and David Matheson, a father-and-s 
team who consult for Strategic Decisi 
Group, is to change how you m 
sions, so that better strategies be: 
more obvious to your company as time 
passes. They concentrate on R&D, b 
their lessons are broader. i 

The key to good strategy, the authors 
say, is to plan carefully, considering every: | 
possible option and then working out i 
likely effects from start to finish. So muc 
effort is obviously time consuming, and 
would stifle most firms’ operations, For 
many strategic decisions, the sums: at. 
stake are large enough to justify the effort. 

The Mathesons describe how several 
firms with large RaD budgets have. go 
about this, and try to lay out a systematic | 
approach to choosing core technologies, | 
to selecting which R&D projects should 
command the most resources and: to 
planning how a research project will be: 
converted into profits if it succeeds. “The ` 
Smart Organisation” contains the same. 
kind of checklists that litter most other. 
management books, such as “the six di- 
mensions of decision quality” and “the 
nine principles of smart R&D”. For once, 
this approach works nicely. The idea is to 
help managers think systematically, and 
eliminate their blind spots. 

_ For instance, if project managers have 
too much leeway with their ideas, they 
will frame the decision in a way that is 
favourable to themselves. By looking at a 
project from many angles, senior manag- ; 
ers can avoid this trap. Specific forecasts 
also tend to lead to bad decisions. It is bet 
ter, the authors say, to list a range of out- 
comes—eg, revenues of $10m-25m if a 
project succeeds—and to assign probabi |» 
ities, however subjective, to different out- 
comes. If more companies were to act like 
this, there might be less demand for off 
the-peg strategies from consultants: -< 






















“THE ECONOMI 


America Online 


The cyberoach 









* AOLCOM. By Kara Swisher. Times Books; 333 
pages; $25.00 


"TIS hard to love either America Online 
r its founder and boss, 39-year-old 
reve Case. Despite obvious virtues such as 
tenacity and a clarity of strategic vision that 
is impressive in such a swiftly changing in- 
dustry, Mr Case comes across as a cold fish 
who buttons down his emotions so tightly 
that his colleagues call him “The Wall”. 
As for AOL itself, its most remarkable 
quality has been its refusal to die despite 
the ‘attentions of mighty rivals such as 
Microsoft and its own infinite capacity for 
public-relations and technical disasters. 
Rightly, it has become known as the “cyber- 
cockroach”. Yet it has done far more than 
merely survive. With nearly 12m subscrib- 
ers of its own and a further 2.5m remaining 
loyal to its Compuserve subsidiary—trium- 
phantly acquired towards the end of last 
< year~it has consigned its closest direct 
: competitor, the Microsoft Network (MSN), 
to near-irrelevance. 
The story of AoL’s rise to become the 
‘dominant provider of on-line services, as 
told by Kara Swisher, a technology writer 
on the Wall Street Journal, is surprisingly 
gripping given that its main protagonist~ 
. Mr Case—defies all Ms Swisher’s attempts 
_ to humanise him. 
. But this is very much a book about a 
company, and a pretty peculiar one too. 
ie origins of AOL lie in an online video- 
_ games firm called Control Video Corpora- 

tion that was started in the early 1980s bya 
- serial entrepreneur called Bill Von Meister. 
_ The young Steve Case joined cvc from a 
_ marketing job at Pizza Hut after an intro- 
ction from a venture capitalist who had 
backed the company—his brother, Dan. 
< "CVC, which was dubbed “Out Of Con- 
-trol Video” by one of its dis- 
illusioned investors, went 
_ through several metamor- 
phoses before becoming 
America Online Inc in 1991 
_and successfully going pub- 
ic on the Nasdaq stock ex- 
hange a year later. The ser- 
vice comprised games, e- 
mail, chat, news, forums, 
„travel and other informa- 
tion. Like its bigger and bet- 
ter financed rivals, Prodigy 
(owned by 1pm and Sears) 
and Compuserve, aot had 
given scarcely a thought to 
the Internet that would 
oon transform all such 
-electronic services. 
It was AOL's populism 
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as well as brave and brilliant marketing: 


that enabled it to show a clean pair of heels 
to Prodigy, Compuserve and even MSN. Mr 
Case insisted that Aot’s software must pro- 
vide a bright and cheerful point-and-click 
interface that would not intimidate even 
the most technophobic subscriber. He also 
realised that, while content might be king, 
what could set AOL apart from stodgier ri- 
vals was the sense of community its mem- 
bers were encouraged to share. AOL’s chat- 
rooms and forums—content provided by 
its own subscribers—simply made it cooler 
and more fun than any of the alternatives. 

Ofail the threats that has faced AOL, the 
greatest came from Microsofts Bill Gates 
who, in 1993, threatened either to “buy or 
bury” AOL. Microsoft’s ability to “bundle” 
its MSN software with its Windows 95 op- 
erating system potentially gave it a huge ad- 
vantage. To his credit, Mr Case turned a 
deaf ear to Bill Gates and went for broke by 
posting AOL disks to almost every house- 
hold in America. At the same time, he lob- 
bied antitrust regulators against Micro- 
soft’s bundling plans and courted Micro- 
softs bitter rival in the Web-browser 
market, Netscape. In the end, it was Mr 
Gates’s greater need to crush Netscape than 
AOL that gave Mr Case the chance to do a 
deal to get the aox icon equal billing with 
MSN on the Windows desktop. 

For all its dominance, its brand power 
and its staggering $20 billion market value, 
there is still something fragile-seeming 
about AOL It has a history of sailing close to 
the wind. Its accounting practices troubled 
Wall Street for years, while service break- 
downs caused by under-investment in car- 
rying capacity made Mr Case one of the 
most loathed men in America. 

More fundamentally, the unending 
riches of the World Wide Web challenge the 
logic of managed-content services like AOL 
So-called “portal” sites such as Yahoo! 
which offer increasing amounts of content 
as well as a way to search the Web, are 
hugely popular—and free. As aow’s sub- 
scribers grow in knowledge 
and sophistication are they 
not going to tire of its 
cheesy graphics and easily 
replicable content? 

It has not happened yet. 
Indeed, AOL positively ap- 
pears to thrive on reports of 
its own demise. Also, do not 
underestimate the other- 
worldly but determined Mr 
Case. He believes AOL can 
become the Coca-Cola of 
the Internet—the Real 
Thing, standing out in a 
constantly shifting sea of 
imitators. A lot of investors 
are betting that he will pull 
it off. 


























































Apple computers 


The rotten core 


ON THE FIRING Line. By Gil Amelio, with Wil- 
liam Simon. HarperBusiness; 298 pages; $25. 
Capstone; £16.99 


h dee might think that the only damage a 
book of this kind could do was to its au- 
thor. Gil Amelio was hired as boss of Apple 
Computer in early 1996, when the firm was 
in financial trouble. He was.out 500 days 
later because Apple board members felt he 
had not done enough to rescue the firm. In 
Mr Amelio’s version of the story, strangely 
enough, he is an upright.and magnani- 
mous hero, misjudged by others. 

The writing is self-conscious and the 
book’s limited humour is mainly uninten- 
tional: when, for example, things were go- 
ing especially badly at Apple, the reader 
learns that “the pile-up of negatives was 
definitely in our faces”. “On the Firing 
Line” is nevertheless an eye-opener. Mr 
Amelio provides.an inside view of a com- 
pany behaving rather like a rowdy and dys- 
functional family: Commands from the 
firm’s bosses, including Mr Amelio, were 
regularly disregarded. Departments within 
the firm carried on like feudal baronies. 

Apple’s corporate culture was bohe- 
mian and individualistic. Mr Amelio men- 
tions that he once came across a male em- 
ployee wearing a dress. In another passage, 
he describes his. nervousness: before ad- 
dressing a huge crowd of Apple employees. 
The workers were throwing around a 
multicoloured beach ball, hooting and 
clapping. Mr Amelio chose to open his 
speech with “Hello, boys:and girls”, which 
brought peals of laughter. This riotous cul- 
ture worked to the firm’s advantage in the 
days when it was a mere start-up, but be- 
came a hindrance once it had metamor- 
phosed into a corporate giant. locked in 
competition with the likes of Microsoft. 

More was at.issue than dress codes. One 
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example of incompetence’ was a new 
laptop computer devised by Apple’s rap 
department. It worked well but the heavy 
screen made it topple over when open. 
Sales were another sore spot. To meet their 
quarterly quotas, Apple sales-people had 
taken to making retailers buy large 
amounts of Apple equipment, by implica- 
tion threatening them that the firm would 
sell instead to other retailers if they did not 
co-operate. But this practice achieved little 
except huge stocks of unsold goods in stores 
and depressed sales to retailers in the sub- 
sequent quarters. 

Mr Amelio’s book also throws light on 
the power politics of America’s computer 
industry, suggesting that personalities play 
_ abig role in the market’s development. He 
describes Microsoft's Bill Gates as an ex- 
| tremely firm and persistent negotiator— 
though not ruthless or inhuman, as some in 
the industry seem to believe. One of Mr 
Amelio’s challenges at Apple was to update 
the firm's operating-system software. He 
considered buying an operating system 
from a firm called Be, but negotiations 
foundered over the price. Mr Amelio was 
put offalso by the “unfortunate manner’ of 
Be’s boss, Jean-Louis Gassee. 

Instead Mr Amelio chose to acquire an 
operating system by buying Next, a firm 
run by Steve Jobs, the man who had helped 
found Apple 20 years ago. The price—over 
$400m—was thought to be outrageously 
high by many in the industry, and Mr Jobs 
returned to Apple.as an adviser. Mr Amelio 
suspects that it was Mr Jobs who later per- 
suaded the firm’s board members to boot 
him out. In the book, if not in reality, Mr 
Jobs comes across as charismatic, but also 
immature and tantrum-prone. 

Amid all this, how successfully does Mr 
Amelio defend his record? His account has 
a ring of honesty because, despite the pages 
of self-justification, he admits to several er- 
rors of judgment. In recent months, Apple, 
now run by Mr Jobs, has begun to make a 
profit. In part this must be because of a 
painful reorganisation carried out by Mr 
Amelio—though Mr Jobs would probably 
want to disagree. 
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Salvage 
Titanic, no ice 


Sup OF GOLD IN THE Deep BLUE SEA. By Gary 
Kinder. Atlantic Monthly Press; 507 pages: 
$27.50. Little, Brown; £16.99 


66 HAT is this book getting at?” you 

wonder after roughly 100 pages of 

a 500-page voyage. The author hints half- 
heartedly at several possibilities: the hero- 
ism in 1857 of those who struggled vainly to 
keep the Central America afloat; the tenac- 
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ity and brilliance of the salvage crew 130 
years later; or the exploration of the deep 
ocean, an environment that is as inaccessi- 
ble as the lunar surface. All the while, how- 
ever, there is the lustre of gold-dust, coins, 
nuggets and bars bound for New York hav- 
ing been panned, mined and stolen in Cal- 
ifornia. Do not share the author’s embar- 
rassment: it is the gold that matters. 

During the gold rush several sidewheel 
steamships like the Central America linked 
the new state of California with the east 
coast of America. The sea voyage, by way of 
Panama, was meant to be quicker and safer 
than the trail across the Rocky mountains. 
But not, as it turned out, for the Central 
America. Carrying roughly 600 passengers, 
the ship was caught in a hurricane a little 
less than 200 miles off the coast of Florida. 
In heavy seas it sprang a leak. As the water 
rose, men formed lines and began to bail. 
They continued for well over a day, desper- 
ately trying to keep afloat. 

The women and children and 40 or so 
of the men climbed into the few lifeboats 
that were on board and were picked up bya 
passing ship. But most of the men were left 
in the water clinging to driftwood until, a 
few days later, a ship saved 49 of the strong 
and the lucky. The wreck of the Cenfral 
America carried 350 souls—and a prodi- 
gious amount of gold—to the ocean floor 
thousands of feet below. 

About 20 years ago, the story caught the 
imagination of Tommy Thompson, an 
ocean engineer and something of a genius. 
Most wrecks in shallow waters have been 






disturbed by treasure hunters: OF 
ten, there isso much debris that it 
is hard to identify which wreck is’ 
which. To make. matters worse, 
most treasure hunters just poke: 
around until they find the booty. 
Mr Thompson wanted to be me 
thodical and to demonstrate his 
ingenuity. He knew that the Cen- 
tral America would be undis- 









when Mr Thompso 
had found the v 


granted on a wreck so far out to sea). 

As adventure stories go, this is a g 
one. Irritatingly, however, there is noir 
maps or photographs—despite a detai 
description of how cameras attached tot 
team’s deep-sea robot took thousands of 
posures and hours of video footage. Central 
to the story, though oddly remote, is the ob- 
sessive character of Tommy Thompso 
himself. Whereas the author has clear! 
spoken at length to most of the salvag 
team, he writes about Tommy as if from a 
distance. The comparison is irresistabl 
just as the deep-water sonar slowly pic 
out the wreck so far below the surface, so 
Tommy’s personality is imaged gradually, 
one paragraph at a time. me 

When it turns up, the gold is n 
disappointment. 


“So many bricks lay tumbled upon one another. 
at myriad angles that the 30-foot pile appeared 
to be the remnants of an old building just de 
molished. Except these were bricks of gold: 
bricks flat, bricks stacked, bricks upright, bricks 
cocked on top of other bricks. And coins single, - 
coins stacked, coins once in stacks now ‘col: 
lapsed into spreading piles, some coins mottled 
in the ferrous oxide orange and brown ftom the: 
rusting engines, others with their original mint 
lustre. Besides a tiny squat lobster carefully pick- 
ing its way across piles of coins the scene lay per“ 
fectly still” 


You can hardly blame the Central Ameri- 
ca’s original insurers for wanting a share of 
the spoils. But the indefatigable Mr Thomp- 
son pretty much sees them off too. : 














"When shove comes to push 








TJ ESTERDAY, “push technology’—the 
- delivery of news and multimedia in- 
-formation via the World Wide Web to 
personal computers on people’s desks— 
was being hyped as the blockbuster appli- 
= cation of the Internet. Today, it is strug- 
-gling to finda role. 
=x. One casualty is PointCast, a Califor- 
nian start-up that spawned a dozen or so 
pushy imitators. When it spurned a 
$450m takeover bid last year from Rupert 
: «= Murdoch’s News Corporation, PointCast 
= expected soon to make a killing from a 
Wall Street offering. PointCast is now in 
| ..the process of going public, but at a price 
that values the company at half Mr 
Murdoch’s offer. Rivals are faring 
even worse. Their meteoric rise and 
fall is a parable for infopreneurs 
“everywhere. 
Push was invented to help solve 
4 two problems vexing users of the 
: Internet. The first was how to cope 
with the torrent of information hit- 
ting the web, much of it from tradi- 
tional news organisations. The 
veb is basically a “pull” medium. 
“| Users decide what they want; they 
point their Netscape or Microsoft 
browsers at the relevant website; 
| they then pull the designated pages 
‘o back-to their pcs. 
Search engines such as Excite, 
Yahoo! and Infoseek, which try to 
index the web continuously, have made it 
easier for people to find the relevant bits 
of information. Push aimed to make it 
easier yet by making long-term agree- 
-ments with leading content providers, 
and then pushing these providers’ most 
up-to-the-minute offerings out to sub- 
-scribers daily—or even hourly. 
=| ~~ The second problem facing push was 
= othe sloth of the humble modem used by 
-f most people to get on the Internet. Four 
years ago the fastest modem could pump 
. 28.8 kilobits of data (equivalent to about 
half the text on this page) to or from a Pc 
every second. Since people are generally 
unwilling to wait more than 10-20 sec- 
- onds for a web page to download, a typi- 
cal page could contain no more than 
about 50 kilobytes of information—noth- 
|< ing like enough to include such multime- 
|. dia features as sound bites, 3-p animation 
or video clips. Though ordinary modems 
»¢an now provide twice the bandwidth, 
-web pages are still usually restricted to 
simple text and tiny graphics. - 


Information overload is responsible for some multimedia casualties 


Unable to solve this problem, push 
aimed to circumvent it by delivering its 
stuff automatically and painlessly over- 
night—or when the subscriber's computer 
was idle during the day. In that way it 
could deliver a hefty six-megabyte multi- 
media file to asubscriber’s pc during a 30- 
minute period when he was asleep or 
busy doing something else. 

Excited fans lauded push as the Inter- 
net equivalent of cable television—only 
better. No longer would they have to buy a 
limited selection of television channels 
for a monthly fee. Push would deliver un- 
told channels of Internet content to them 





free of charge. The pushers would make 
their profits by requiring people to fill out 
brief questionnaires about themselves in 
exchange for a free subscription; and by 
then using these “demographics” to sell 
their audience to advertisers. PointCast, 
for instance, charged advertisers up to 
$54,000 to run 30-second “intermercials” 
within the content it pushed to its 12m 
(mostly affluent) subscribers. 

About 4m people a year were said to 
be downloading PointCast’s free software 
for receiving the service. Unfortunately 
for PointCast, most seem to have tried 
and then dropped it. The same thing hap- 
pened to such workalikes as BackWeb, 
FreeLoader, IFusion, Intermind, Way- 
farer and WebWhacker. 

2 


Switched off 


In aiming to deliver large multimedia 
files painlessly overnight, pushers over- 
looked the fact that ordinary folk tend to 
switch their computers off when they 
have finished using them. They are un- 
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aware that it is better for a computer to be 
left on continuously and hate, anyway, to 
waste electricity. 

Push’s developers also failed to reckon 
on the traffic jams created on office net- 
works as employees arrived in the morn- 
ing and tried to access their daily dollop 
of news from PointCast. “Early push pro- 
ducts ate bandwidth and became a pox 
upon the network,” David Strom, an In- 
ternet consultant reports. PointCast’s soft- 
ware was banned in many workplaces. 

The business model adopted by most 
of the pushers was as flawed as the tech- 
nology. They were unable to tell their ad- 
vertisers precisely who their subscribers 
were, what browsers they were using to 
view the content and whether they actu- 
ally spent any time reading it. When the 
pushers started to correct things, the dam- 
age had been done. People had turned 
their push channels off, removed the soft- 
ware and gone back to using their com- 
puters to pull information back from the 
web the old-fashioned way. 

Except for one thing. In the meantime, 
e-mail had quietly grown into'a powerful 
content-delivery tool. It came ready-made 
on most computers with an Internet ad- 
dress, so it avoided the bore of having to 
download and install the special soft- 
ware. Better still, the latest e-mail pack- 
ages had no difficulty in handling the 
programming languages used to give 
multimedia content its pizzazz: HTML 
(Hyper-Text Markup Language) and Java. 
Best of all, from a business perspective, it 
allowed advertisers, promoters and pub- 
lishers in one fell swoop to contact every- 
body with an e-mail address—some.60m 
at last count—-and sign up those who re- 
sponded positively. 

“That is not to say push i is dead,” says 
Emmett Power of the MiB Group. 
PointCast and other survivors are retreat- 
ing from the consumer market and con- 
centrating more on such businesses as 
corporate banking, telecoms, health and 
property. In so doing, they are following 
in the footsteps of Tibco, a subsidiary of 
Reuters which has long used its propri- 
etary technology to push breaking news 
to stockbrokers, currency traders and pro- 
fessional investors. 

It is in managing corporate informa- 
tion—eg, circulating sales reports, provid- 
ing updates to software used throughout 
the firm, pushing the boss’s latest missive 
to all concerned—that push will find its 
eventual niche. That may seem, obvious 
now, ] buti it wasn't four yn ago: 
























































Philosophical encyclopedias 


Making sense 
of reference 


THE ROUTLEDGE ENCYCLOPEDIA OF PHILOSO- 
poy. Edited by Edward Craig. Routledge; ten 
volumes plus CD-ROM; £2,295 & $3,495 
(£1,995 & $2,995 until October 31st) 


N 1917 Willard Wright, who wrote mur- 

der mysteries under a pseudonym, pub- 
lished a book-length attack on the 11th edi- 
tion of “Encyclopaedia Britannica”. One 
chapter of Wright’s “Misinforming a Na- 
tion” took aim at Britannica’s allegedly 
patchy coverage of philosophy. Not only 
did it have no articles on Henri Bergson, 
F.H. Bradley, John Dewey or George Santa- 
yana, fumed Wright, but it devoted only 
one column to Nietzsche. To Wright, this 
was philosophical murder most foul. 

Compilers of encyclopedias risk as 
much ire today. Paul Edwards, of the City 
University of New York, who edited an 
encyclopedia of philosophy that first came 
out in1967, has publicly disowned a recent 
supplement to his work issued by Macmil- 
lan. This supplement, edited by Donald 
Borchert, has too much “worshipful” stuff 
about Heidegger and other questionable 
thinkers for Professor Edwards’s liking, and 
it is too soft on religion. 

You cannot please all of the philoso- 
phers all of the time, so what is an editor or 
publisher to do? Routledge’s answer, in 
producing its new 6m-word behemoth 
(REP), was to conduct extensive “market re- 
search”, and to delegate much of the selec- 
tion to 33 subject-editors, who in turn 
picked some 1,500 contributors. Useful 
though it is, the sprawling result somewhat 
resembles a horizontal tower of Babel. 

<Paul Edwards’s 1967 encyclopedia 
“probably. cannot be equalled let alone sur- 
passed. It was produced at a time when 








clarity and elegance were held to be 
paramount virtues in philosophy, 
and before today’s explosion of sub- 
disciplines cut philosophers off 
from much of their potential audi- 
ence. Many of the entries have be- 
come classic contributions to their 
subjects. Some are even funny—for 
example, Peter Heath’s priceless es- 
say on “Nothing”. The REP’s general 
editor, Edwatd Craig of Cambridge 
University, spares no praise for his 
predecessors work, but contends 
that an update is called for because 
so much has happened in philoso- 
phy in 30 years. 

Indeed it has. The philosophy of 
mind has burgeoned and displaced 
the philosophy of language as the 
core of the subject. Technical ad- 
vances have been made in logic, artificial 
intelligence, probability and the philoso- 
phy of mathematics. The philosophy of sci- 
ence has become markedly more sophisti- 
cated. Scholarship in ancient, medieval 
and early-modern philosophy has 
bounded ahead now that the history of phi- 
losophy has become fashionable once 
again—philosophers in the 1950s and 
1960s were too busy revolutionising their 
subject to pay much attention to the past. 
Several leading 20th-century thinkers have 
also come more clearly into focus in the 
past 30 years; most of Wittgenstein’s works, 
for example, had not even been published 
in 1967. 

It is not only philosophy that has 
changed. Other developments in academic 
life, and beyond, are reflected in the REP’S 
style and choice of material. There are nine 
articles on branches of feminist philoso- 
phy. These entries do at least have slightly 
more intellectual meat than is to be found 
in those on the “philosophy of sport” or 
“journalistic ethics”—two subjects that 
were no doubt included because someone 
somewhere is teaching courses on them. 
But the entry “Feminist epistemology” is 
longer than the one on epistemology itself, 
and seems intended to make any affluent, 
white, able-bodied (yes, that too is epis- 
temologically suspect) male reader feel un- 
easy when reading it. It is unlikely to teach 
him much about philosophy. 

Multiculturalism looms large in the 
REP. About one quarter of the articles cover 
philosophy from outside the western 
canon (there are 117 on East Asian philoso- 
phy alone). There is, however, relatively lit- 
tle attempt to draw parallels between west- 
ern and eastern thought. It might therefore 
have been wiser to produce a separate ency- 
clopedia on eastern philosophy and to rely 
in the main work, as Mr Edwards did, ona 
few summary articles. 

This is a democratised encyclopedia. 
The devotees ofa particular philosopher or 
field have usually been allowed to use the 
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idioms and jargon that come most natu 
rally to them, regardless of the demands of 
intelligibility to others. Thus the article on” 
Heidegger includes. sentences ‘such asi” 
. the essence of human being is ‘factical’, 
always already thrust into concernful 
openness to itself and thus into the ineluc- 
tability of selfbecoming”. The aim of suc 
an editorial ries of non-interference is- 
presumably inclusiveness, but the result 5 
inevitably the opposite—unless you: ha 
pen to be a Heideggerian. In the rush t 
commodate every specialism, and on its 
own terms, the editor seems to have forgot- 
ten to include any articles on philosophyin | 
general. Or does he think that these are now 
impossible to write? : 
You do not all the same have to read : 
many of the REP’s articles to see that no/phi- 
losophy addict will want to be without it 
To ignore it would be toignore much of the | 
best work in philosophy in the past 30. 
years—as well as some more questionable 
stuff. And the cp-rom that comes with it 
makes it a useful tool for academic rese 
search. Given its price, however, most peo- 
ple will have to consult itin libraries. Fortu 
nately, Mr Edwards’s original encyclo- 
pedia, which has become as revered in it 
field as the 11th edition of Britannica, is still 
available direct from Macmillan Reference: 
(http://Aw3.mlr.com/mir/), though not on 
bookshops. 








Biosocial speculations 


The gene 
is jumping 


CONSILIENCE: THE UNITY OF KNOWLEDGE, By. i 
E. O. Wilson. Knopf; 332 pages; $26; Little, 
Brown; £18.99 


RAND old men, of whom E.O. Wilson. 
is arguably one, write grand old 

books.“Consilience”, with its claim to be a. 
map to a Theory of Everything, is certainly 
grand. To the avid Wilson reader, much of 
it will also be familiar, representing asit 
does the culmination of a life spent think. 
ing about everything from the social lives of 
ants to the social lives of people. Nonethe- 
less, the old thoughts have been mixed in. 
with new to provide a book remarkable for 
its scope and ambition. : 

The word “consilience” is a litthe-used 
technical term from the 19th-century phi o 
losophy of science. Its literal meaning is a~ c. 
“jumping together”. In practice, it means < 
arriving at the same answer through come 
pletely different routes, the kind of result. - 
that not only shows science at its. most con: 
vincing, but weaves different strands of 
together into one glorious, tear-resistant 
cloth. This century has seen a remarkable Le 


















_--consilience within and among the natural 
sciences, first with atomic: physics, now 
with molecular genetics. Mr Wilson hopes 
beyond hope that the next century willseea 
much broader consilience, one that will 
| knit the social sciences, and perhaps even 
-< the humanities, firmly into the natural sci- 
= ences; this book is his blueprint for how 
such a great unification of human en- 
deavour might come about. 

His argument rests in large part on the 
belief that as biology beats back the fron- 
tiers. of neuroscience and developmental 
biology, it will irrevocably alter our under- 
standing of human nature. This, he hopes, 

“will ground the social sciences and human- 
. ities in biology, a process he expects will 
transform: those subjects as biology has 
been transformed—that is, from a collec- 
` tion of disparate facts and descriptions 
“into a vast, coherent body of knowledge 
- from which predictionscan be made. 
Mr Wilson’s ideas will infuriate many: 
_ inasmuch as this causes reflection, this is to 
‘+ the good. But is he right? He is certainly op- 
-< timistic: many biologists would dispute the 
extent to which biology is itselfa predictive 
science, and some would argue that it may 
never become one, at least in the sense that 
Statistical mechanics is predictive of the 
«Motions of atoms. The notion that there is 
an entity to be discovered that is the “basic 
‘unit of culture” as the gene is the basic unit 
of heredity will strike many as ludicrous. 
~All the same, as the possibility of geneti- 
. cally engineering people gets nearer, natu- 
ral selection may be, in his pithy phrase, 
“decommissioned”. A biologically rigorous 
understanding of what humans are would, 
he thinks, let them see more clearly what 
they might wish to become. A better under- 
_- Standing of evolution and of how deeply 
-relationships with other species may be 
embedded in the human psyche may, he 
< believes, slow the destruction of the planet. 
«Unfortunately, this book is a mish- 
mash. It starts with an autobiographical 
_ sketch, proceeds to an exposition of the 
« Enlightenment, whose project Mr Wilson 
aspires to carry forward, and concludes 
-With a fervent plea for more caution both 
_in our own evolution and in damage to the 
environment. In between, is what amounts 
-toan ode to the magnificence of science in 
- general, and of biology in particular. To be 
` sure, parts of it are brilliant. As is his cus- 
_ tom, he sprinkles his prose with lucid and 
-arresting examples; he can be hilarious, 
~ with a pointed phrase, here lambasting the 
: post-modernists, there the creationists. He 
is not above whimsy: humans are better 
than angels, he argues, because they have 
had. to fight for the virtues they have 
through evolutionary time. Yet oddly, the 
-book is less than the sum of its parts. All in 
all, this is not an auspicious beginning for 

the programme of consilience. f 
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Literary lives 


Cold fish 


OsgeRT SrrweELL By Philip Ziegler. Chatto; 460 
pages; £25 


E LOOKED like an ostrich: “He had 

the same slightly ponderous dignity 
and air of one who might suddenly over- 
balance and tip forwards.” That, at any rate, 
is what Osbert Sitwell’s biographer thinks. 
According to Ethel Mannin, however, he 
was more like “a large, elegant fish, a 
salmon, or a sturgeon perhaps, or a very su- 
perior cod. Colourless. Sexless. Compla- 
cent.” Judging by the photographs repro- 
duced in this book, he also bore a slight but 
unnerving resemblance to lan Paisley. 

Ethel Mannin later apologised for 
her fishy flight of fancy, yet at least 
one word in it rings true. Sitwell 
seems to have been a thoroughly 
complacent man, always hun- 
gry for the public honours he 
considered his due. He leapt 
at an offer to join the Royal Soci- 
ety of Literature, giving his quali- 
fications as “brains and a baron- 
etcy”, though the slimy Lytton 
Strachey (delighted to repay hospitality 
with insult) thought that all the Sitwells had 
feathers where brains should be. Unper- 
turbed, Osbert and his brother and sister 
each believed the others to be transcendent 
geniuses and, says Philip Ziegler, saw it as 
essential to point this out ad nauseam toa 
largely disbelieving world. 

Asa trio they were formidable. When, in 
1940, a hapless young journalist hinted 
that they might be a spent force, Edith, 
Osbert and Sacheverell pursued him 
through the courts and won damages—at 
the cost of widespread ridicule. 

As an individual writer, however, 
Osbert did little to deserve the painstaking 
attentions of one of England’s finest biogra- 
phers. Mr Ziegler tries to make a case for the 
five-volume autobiography published just 
after the second world war, but it is not con- 
vincing. At the time, the work sold well but 
it is hard to find anybody today who has 
even heard of it. Michael Holroyd’s assess- 
ment of its verbosity is hardly alluring: it 
reads, he said, like the work of Sir Thomas 
Browne, after being translated into French 
by Proust and subsequently rendered back 
into English by Henry James. Virginia 
Woolf complained that in his prose “the 
rhododendrons grow to such a height”. 

Sitwell’s other writings—plays, poems, 
essays and the kind of thing once known as 
belles lettres—are remembered even less. 
Anthologies list only a few bilious lines 
from a bad poem about the bourgeoisie 
and a quotation from his entry in “Who's 
Who”, in which he claimed to have been 

















; educated “in the holidays from Eton”. In 


term-time, incidentally, he spent hours in 
the florist’s shop, arranging flowers. 

So why did Mr Ziegler choose him? Not 
for his nobility of character nor for his hero- 
ism. He was a snob who fawned on royalty 
and admired fascism. Though ungenerous 
and vain, he could rarely resist an excuse to 
be affronted: He was. of the generation 
caught twice by world wars and. he found 
himself in France with the Grenadier 
Guards for some months during the first, 
but (and here Mr Ziegler is vague) he seems 
to have been invalided: out with a cut fin- 
ger. Terrified of call-up in the second, he 
managed to get exemption and stayed at 
home grumbling that his servants were self- 
ish to want holidays: probably, says Mr 


Ziegler, this is a joke, but “itis an alarming 
commentary on his character that one can- 
not be entirely sure”. 

His lover was the even less appealing 
David Horner, who reinforced Sitwell’s 
baser instincts and eventually betrayed 
him. Osbert did have a few loyal friends, 
but his last years were bedevilled by family 
feuding and the indignities of Parkinson’s 
disease. He died in Italy in 1969, cared for 
by the truly devoted Frank Magro. 

In spite of the dismaying nature of its 
subject, this:is an elegant, racy and enter- 
taining book, written with zestful panache. 
Readers will still be mildly perplexed as to 
why Philip Ziegler should have bothered. 


m 





Fashion 


Needle game 


BRITISH FASHION DESIGN: RAG TRADE OR 
IMAGE InpustRY? By Angela McRobbie. 
Routledge; 224 pages; £40 and $75 


Eon for most people is a branch of 
entertainment. Liz Hurley's chainmail 
knickers, Emma Noble’s transparent dress 
are harmless diversions in the passing pa- 
rade, whether they provoke a tut-tut ora 
sigh. You can’t for ever be worrying about. 
the economic crisis in Asia. 















“Miss McRobbie had the idea of looking 
behind the fun, beyond the spectacle 
“which connects with the world of pop mu- 
- sic, show. business and celebrity culture” 
and talking to fashion designers, especially 
young ones not long out of art college. She 
“seems to have had a rather gloomy time. 
For one thing, the idea of the “spectacle” 
has been for some young designers at odds 
with the earnest debates they had at college 


< about the menace of capitalism and wheth- 


er “consumer culture” would undermine 
their art. At a practical level, some could 
not, or would not, sew, as this would rele- 
gate their art to a craft. 

Having, most of them, moved into the 
real world and accepting capitalism, they 
found that capitalism was not always ready 
to accept them. Foreign fashion houses 
would eagerly snap up promising design- 
ers, hoping to acquire some of the imagina- 
tive magic that has made British fashion a 
worldwide success. But after a month or 
two they might be sent home. The Japanese 


and the French seem to be the most unscru- 


pulous. Anna T was invited to Japan after 





winning a fashion. competition, produced 
lots of ideas and saw them used, then came 
back to London with promises from top 
firms of work, and never heard from them 
again. Joanne A worked for a pittance for a 
famous fashion house in Paris and was 
then dumped. 

It has to be noted that two young British 
designers, John Galliano (Dior) and Alex- 
ander McQueen (Givenchy), are doing well 
in Paris. But one reason they get so much 
publicity is that they are the exception. “We 
are just sending out cannon fodder,” says a 
fashion teacher quoted by Miss McRobbie. 
They leave college with big ideas “and get 
mown down within a couple of years.” The 
sad fact is that for many of the wounded, 
the best that they have achieved in the fash- 
ion industry is selling clothes at a market 
stall. A perfectly honourable occupation 
but, in terms of young hopes, akin to the 
stage-struck who end up on the fringes of 
show business, Noel Coward never wrote a 
song deterring mothers from putting their 
daughters into fashion. But Miss McRob- 
bie’s book would be a useful substitute. 

a 





Fiction from Australia 


Sights and sounds 


66 FOUT the horrid thing in the 

bush! He schemed as to 
what it would be. It must be the 
spirit of the place. Something 
fully evoked tonight, perhaps 
provoked by that unnatural 
West-Australian moon, Provoked 
by the moon, the roused spirit of the 
bush...” 

The “horrid thing in the bush”, from 
D.H. Lawrence’s “Kangaroo” in 1923, has 
become familiar through Australian films, 
such as “Ned Kelly”, “Walkabout” and “Pic- 
nic at Hanging Rock”. Film-goers have seen 
the lizards and the blazing rocks, have 
- -heard the didgeridoo, have felt their scalps 

prickle. And the acclaimed, tormented nov- 
els of Patrick White, and the wide-screen 
fictions of Peter Carey and 
Thomas Keneally, have fo- 
cused the attention of read- 
ers as well on the geology, 
the low horizons and the se- 
ductive flora of this. mag- 
nificent island-continent. 
The novels in this latest 
cluster from Australia are 
unmistakably and disturb- 
ingly within the tradition. 
Janette Turner Hospital de- 
tails the horrors of the opal 
- mines on the border be- 
tween South Australia and - 
the “Northern | Territory; 
‘Richard’ Flanagan’s land- 











scape is a blizzard-ridden hydro- 
electric construction camp in 
Tasmania; Delia Falconer un- 
veils the cloudy Blue Mountains 
of Katoomba. 

The finest of the three is the 
last-named, “The Service of 
Clouds”, a brilliantly evocative and struc- 
tured story of unrequited love between the 
years 1907 and 1926. The chapters are 
named after cloud formations, and the cen- 
tral metaphor extends throughout the 
whole nebulous book. Everything in it is 
cloudy: the milky fluids sold by Mr 
Medlicott, the chemist; spirit ectoplasm, 
copper sulphate, sputum, tubercular x-rays. 
One comes to wonder whether the unre- 
quited love felt by the “sullen and intracta- 
ble” Eureka Jones, who 
works in the pharmacy, for 
Harry Kitchins, who be- 
lieves that through photog- 
raphy he can catch the face 
of God in the clouds, is any 
more substantial than the 
fronds of cirrus which in- 
habit “the ecstatic regions 
of the skies, where the high 
winds toss and part them 
like hair”. 

As Lorenz Hart wrote, 
“unrequited love’s a bore”, 
and so might “The Service 
of Clouds” be, were it not 
for the world conjured up 
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by Delia Falconer, whose first novel it is. 
The Free Air Society, the travelling cinema _ 
shows, the Hydro Majestic, the sanatorium 
for consumptives, the climate and the land- 
scape; her research has been impeccable, : 
the discretion and discernment of the writ 
ing and characterisation 
When the Hydro catches fre: = < : 
The lightbulbs blacken nd exploded inside o 
their long display ca allway, the hot 
pins on the butterflies’ st popped gto 
théir backing cork. The br ; 
backdraught undernea 
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ings and flew 


usually precise: 
And my heart, 8 


hin, 


This novel celebrates 
of spineto n 


treat. 

“The Sound of Or 
Buddhist notion, and a tit 
Kenneth Tynan fora wonderful col zi 
of theatre essays) is a bleaker, gloomier 
work that looks at the lives of immigrants 
who arrived in Australia from Central and 
Eastern Europe after the second world war, 
wanting no more than “to build’a home 
and raise a family and have them in tur 
bring their children back and then to 
knowing one had as much as one coule 
rightfully expect out of life without having 
to suffer cataclysmic wars . 

Outsiders have regularly featured in: 

Australian novels and poetry—Patrick ; 

White’s “Riders in the Chariot” is. defin- 
itive—and this story of Bojan Buloh, a Slo- 
venian alcoholic, and the wretchedness he 
inflicts on his wife and daughter, is neither 
quite as gloomy as it sounds, nor quite as. 
portentous as its writer would have us be- 
lieve. Indeed, as an investigation of Central. 
European alcoholic despair in temporary 
accommodation in Tasmanian rain forests 
it has a considerable, hypnotic power. Un- 
fortunately, it isalso an example ofthe bale 
ful “as if” school of writing, in which simi- = 
les and metaphors are worn as if they were. : 
clanking service medals. tue 

Janette Turner Hospital is a well-estab- = 
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THe Service OF CLoups. By Delia Fak i 
| coner. Farrar, Straus & Giroux; 322 0 
| pages; $23. be z 
| THE SOUND OF ONE HAND CLApPING. By i 
Richard Flanagan. Picador; 432 pages; | 
£14.99. 
Oysrer. By Janette Turner Hospital, Nor- 
ton; 400 pages; $25.95. Virago; £14.99 
THE Pure WEIGHT OF THE HEART. By 
| Antonella Gambotto. Phoenix House; 
l 352 pages; £16.99 
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lished novelist, and “Oyster” is a highly 
~“teadable, febrile tale, inspired by the hor- 
- tific life of a cult leader, Rock Thériault. “I 
“want you to understand why the telling is 
“complicated”, writes the narrator in the 
prologue, explaining that “time is a trick- 
“ster”, but the book’s construction is well in 
control, and the flashes back and forward 
are not alienating. Imagine “Cold Comfort 
Farm” set in the Outback, and you will have 
“a fair idea of “Oyster”. The heroines, Jess, 
the fiery, red-headed school teacher, and 
_ Mercy, the innocent but feisty teenager, are 
so well conceived that it comes as a disap- 
_ pointment when the villain is such a stereo- 
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type. Fiction writers can often only success- 
fully create characters out of their heads— 
they should eschew press cuttings. 
Antonella Gambotto’s astonishing 
book is only Australian in the sense that the 
author is, or claims to be, Australian. It is 
gloriously, magnificently awful. Angelica, 
“a frightened fieldmouse” (but not for long) 
moves through the world of international 
scams like a hormonal fireball, indulging 
every sexual whim the authors impover- 
ished imagination can supply. There is 
some art-world satire, which is gross knock- 
about stuff, and lists of the best names to 
drop frequently occupy up to half a page of 








unredeemed showing-off, A taster of 
Gambotto style: l 


‘Angelica; he said, his chin resting on my belly, 
‘ve seen the dark star of your life; ve been 
within you; I've seen you lose your cold percep- 
tion of yourself; P've known you pared to bestial 
stratum, plenum, lovely stuff; 1 understand bet- 
ter than anyone of the great oeuvre of your 
heart. Fever of want. | wiped his broad brow of 
hot sweat and said his name and said his name 
until it filled the air like muscadine and so se- 
duced him. 


Awful as it is, this is. a book to keep and 
chuckle over with friends. 


te 








BAE reading on either side of the 
Atlantic looks like a battle of the 
brows this summer, a question of think or 
swim. Our bestseller lists this month are 
of paperbacks only, on the theory that 
these area better guide to holiday reading 
patterns than heavier hardbacks. Making 
comparisons is more difficult than usual 
and requires a preliminary caution. 
America’s paperback bestseller lists, taken 
from Publishers Weekly, are divided into 
more expensive “trade” and cheaper 
“mass-market” categories. In Britain, 
Bookwatch’s paperback lists are split into 
fiction and non-fiction, a loose category 
that this month includes, for example, the 
1998 London Proms concert programme 





What the world is reading 


and a driving-test guide. 

That said, some patterns can still be 
seen. Easy to carry need not mean light- 
weight, not in Britain at least. Top of the 
non-fiction list is Dava Sobel’s 18th-cen- 
tury tale of the fixing of longitude. Simon 
Singh’s mathematical detective story, 
“Fermat’s Last Theorem”, is sixth. 

Disaster is, as ever, popular in Amer- 
ica. Sebastian Junger’s reportage about a 
terrible Atlantic storm is third on the 
mass-market list, Jon Krakauer’s grim ac- 
count of a bad week on Everest is fourth. 

Fatal illness holds attention in both 
countries. As they brush off beachflies or 
mosquitoes, American and British holi- 
day-makers alike are reading how Patricia 


Cornwell’s coroner-heroine Kay Scarpetta 
struggles with a virus-wielding killer. Sick- 
ness of a non-fictional kind is the subject 
of “Before I Say Goodbye”, about a jour- 
nalist with cancer, and of “The Diving 
Bell and the Butterfly”, a translation from 
French of a book written with eye-blink- 
ing by a totally paralysed man. 

Some successes travel, while others 
seem to stick at home. Arundhati Roy’s 
Booker-winning novel, “The God of 
Small Things” is a hit in America, as it was 
in Britain. The paperback is selling well in 
both places. There was always a question 


Diary”, a year in the life ofa 30-something 
Londoner written in slacker prose, would. 
be as popular in America: as it was last 
year in Britain. But itjumped up the hard- 
back lists on its American launch in May. 
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= by Patricia Cornwell 
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Funny weather over France 


PARIS 


The French government has been sitting pretty since it took power just over a 
year ago. But there are clouds on the horizon 


PP HE sun still seems to be shining down 
~ -JLon Lionel Jospin, France’s Socialist 
_ prime minister, from a clear blue sky. The 
“economy, growing at a brisk 3% a year, is at 
its perkiest since the start of the 1990s. Un- 
employment is at last dipping, from a post- 
1945 record of 12.6% when Mr Jospin came 
-o topowerto 1.g%at last count. Business and 
the bourse are both booming, with long- 
term interest rates at their lowest in living 
memory. The unions, give or take the odd 
strike, are quiet. Mr Jospin’s rum-looking 
coalition of Socialists, Communists, 
Greens and other left-wingers is holding up 
better than expected. Mr Jospin still “co- 
habits”, for the most part cosily, with a 
= Gaullist president, Jacques Chirac. The 
- “prime ministers approval ratings, hover- 
ing between 60% and 66%, are as high as 
they have been since he took office. No 
other French prime minister in the 
past 20 years has, a year into govern- 
ment, been so liked. And France’s 
reaching the final of the football 
World Cup will hardly dent his 
popularity. 

Yet clouds may be gathering. The 
recovery is beginning to whet appe- 
tites. The unions, emboldened by the 
return of fat business profits, are 
starting to press for more money just 
when employers are trying to hold 
wages:down in anticipation of the 
new 35-hour week (due in 2000). The 
unions are already angry about the 
government’s decision to raise the 
minimum wage by only 2% from 
July-1st. The powerful Communist- 
led cot, which had called for a 24% 
rise, says it will have “no hesitation” 
over “direct conflict” with the gov- 
ernment, while the more moderate 
Workers’ Force has threatened “mas- 
sive action” in the autumn. 

France’s doctors, never the left’s 

“greatest friends, are likewise begin- 
ning to sharpen scalpels. When the 
new government came in last year, it 
accepted most of the previous right- 


__. form the country’s expensive and in- 
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efficient health service. But spending is 
soaring again—up 6% in the first four 
months of this year against the same period 
last year. Martine Aubry, the employment 
and social-affairs minister, this week her- 
alded “tough measures” to control spend- 
ing, including financial penalties for doc- 
tors who exceed spending limits. One 
doctors’ union threatened to strike if sanc- 
tions were put on them. Others may follow. 

Expect more union trouble after the un- 
veiling, on July 7th, of the second stage of a 
five-year plan, also inherited from the right, 
to turn France’s army into a volunteer, pro- 
fessional force, cutting numbers by a third 
within four years. In the plan’s first stage, 
announced under the conservatives two 
years ago, some 38 regiments are already 
being abolished, without too much protest. 
The next stage, in which dozens of barracks, 


























schools for soldiers’ children, military 
pitals and so on may have to close, could 
much trickier. A 
All of this will worsen Mr Jospin’s rel 
tions with his coalition’s left flank. The 3 
Communist deputies, on whom he d 
pends for his parliamentary majority, are 
restless. They have already voted against the 
government over Europe's single currency, 
immigration and electoral reform for the. 


ment was humiliatingly forced to’ 
withdraw another bill-to change 
the way France chooses its Euro-mMPs. 
The Communists also jib at the 
continuing sale, in whole or part, of 
public companies, especially since 
Mr Jospin’s Socialists said. they 
would “stop the process of privatis- 
ation”. They are annoyed that the 
government has shrunk from giving - 
big boosts to the minimum wage 


drift on social and economic policy: 
Blairisation, they glumly call it. - 


Greens (with only six deputies) are 
moaning too. The government's fail- 
ure to back their leader, Dominique 
Voynet, the environment minister, 
when she tried to stop rightwing 
mes keeping the gamebird-shooting. 
season as long as possible, felt like a 
slap in the face too many. Mrs Voy- 
net hinted she might, if such rebuffs 


the Communists reckon they would 
lose a lot more by dropping out. a 
Next year’s budget is also causing- 














regions. And on July 1st the govern- ooo 








and welfare handouts. They worry _ a 
about the government's rightward _ 


The less important but voluble : 





went on, pull her Greens out of the oo 
coalition. But, so far, both they and 





EUROPE | 
‘trouble. With the deficit limit (3% of GDP) 
laid down in the run-up to joining Europe's 
single currency having been met last year 
..cand probably this, many of the govern- 
~ ment's left-wing allies, and some Socialists 
too, are telling Mr Jospin to use “the fruits 
of growth” to create more jobs, cut taxes, up 
` welfare and spend more on the poor. But 
others, including Dominique Strauss- 
© Kahn, the finance minister, are insisting 
that at least part of the bounty must be used 
to reduce the public debt, whose interest 
payments now gobble up nearly a fifth of 
total tax revenue, and to trim the public 
deficit (to a planned 2.3% next year) against 
some future rainy day. 

Until now, Mr Jospin has had all the 
luck. He came to power at the right mo- 




















ment. France's economy was at last picking 
up, thanks largely to an upturn in the world 
economy. Unemployment, the scourge of 
the previous government, hit its peak just 
as Mr Jospin took over. The left has virtually 
no opposition, thanks to continuing chaos 
on the right since its electoral rout: opinion 
polls put even the Communists ahead of 
each of the two main right-wing parties. 
When he has had to make unpleasant deci- 
sions, Mr Jospin has merrily blamed the 
criteria for joining the single currency or 
the mess he inherited from the right. 

Nice excuses. But they may soon wear 
thin. Asia’s financial turmoil is beginning 
to make France’s recovery look rather frag- 
ile after all. Most French people still like Mr 
Jospin, but 60% say they are dissatisfied 


with the way the country is governed. And 
hard choices lie ahead. France’s complex 
and unfair tax system is crying out for an 
overhaul. Reform of public-sector pensions 
is long overdue. EU laws mean that France’s 
cosseted public services must undergo 
painful deregulation. Has Mr Jospin the 
guts to tackle such issues? 

Yes, he hints. But slowly, in his own 
time. He has four years to go. So far, he has 
handled the unions cleverly, ending three 
big rows—with lorry drivers, the unem- 
ployed and pilots—without giving too 
much away. Mr Jospin is both tougher and 
more pragmatic than he sometimes looks. 
He is proving an able politician. He has 
made an impressive start. But the clouds 
are not far off. 
= 










Germany’s east 
Is it catching up? 


LEIPZIG 


` | Inourseries in the run-up to September’s general election, we look at policy to 
- the country’s east—and at the ex-communists who still thrive there 









PRE-ELECTION Germany, 
2010. The booming east, 
boasting the newest indus- 
try and infrastructure, pokes 
fun at the stick-in-the-mud 
west. Students clamour for 
places in fancy eastern universities; gradu- 
ates pine for jobs and homes in trendy, but 
' ultra-expensive, eastern cities. Politicians 
~outdo one another promising action to 
stop the west falling further behind. 
Absurd? To judge by much (mainly 
western) talk in the current election cam- 
paign, the “new federal states” are easily 
Germany’s biggest headache: cash-gob- 
bling, jobless-ridden, vulnerable to extrem- 
-sists and the near-despair ofthe mainstream 
“parties. Jeers usually greet mention of 
~~. Chancellor Helmut Kohl's now notorious 
“¢laim in 1990, the year of unification, that 
_ there would be “flourishing landscapes” in 
“the east within five years. 
~ Yet Mr Kohl was not far wrong. It is not 
easy to recall the scene less than a decade 
-ago in the (east) German Democratic Re- 
public: shoddy housing, clapped-out ma- 
~..chinery, rivers running treacly black with 
_ industrial waste and the polluted air pain- 
ful to sniff, especially in winter when an- 
cient heating plants belched at their worst. 
= -Take Leipzig, the Saxon city once a sad 
model of all that was wrong with commu- 
nism. With its pavement cafés, boutiques 
-and cabarets, the city centre now hums like 
„the best in the west. Roughly half the proud 
but long-neglected turn-of-the-century 
dwellings have already. been restored 
(some, arguably, over-zealously); the “crys- 


tal palace” industrial fair ground is Germa- 
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ny’s most modern (though it needs more 
business); parks and lakes are being 
sculpted on the city’s outskirts, once a 
moonscape of brown coal excavation. 

The tale is much the same in Dresden, 
Leipzigs neighbour and historic rival, 
though its city centre, bar a few surviving 
gems, remains pretty soulless. Other local 
capitals, Schwerin in the north and Erfurt 
in the south, are not far behind the “Saxon 
sisters”. The eastern telephone system is al- 
ready better than the west’s; the road and 
rail connections are heading the same way. 

So they should be, grumble Wessis 
(westerners). After all, more than DMi tril- 
lion ($551 billion) of public money has 
been pumped into the east since unity. The 
annual bill is still running at close to a net 
DM150 billion, in part financed by a “soli- 
darity” income-tax levy. Despite all that, the 
eastern jobless rate (17.2% in June) is still 
twice that of the west, productivity isa good 











third lower, exports remain weak. Behind 
the glitter, isn’t the reality grim? 

In some ways, under dire pressure, the 
east is setting the west an example it badly 
needs. Most eastern companies have now 
broken out of the straitjacket of nationwide 
wage accords first foisted on them by the 
west; easterners work longer hours, and are 
more flexible than their Wessi cousins; red 
tape has been slashed. All reasons, along 
with hefty public subsidies; why more than 
1,700. foreign firms, from America’s Dow 
Chemical to Japan’s Sumitomo, have in- 
vested in the eastern states, 

There are home-grown successes, too— 
witness the transformation of a doddery 
East German combine, Carl Zeiss of Jena, in 
Thuringia, into the technology group Jen- 
optik, with world sales of DM2.6 billion 
and a first public share issue last month 
that was one of the hits of the season. 

Still, the Wessi grumblers have a point. 
Without that huge injection of public cash 
the east would still be a mess. Even with it, 
the stubbornly high unemployment and 
the legacy of nearly six decades of dictator- 
ship foster extremism. The far-right Ger- 
man People’s Union won nearly 13% in Sax- 
ony-Anhalt’s state election in April; the ex- 
communist Party of Democratic Socialism 
enjoys support from about a fifth of the 
eastern electorate (see box on next page). 

Faced with this confusing mix. of the 
highly promising and the still dreadful, the 
mainstream (overwhelmingly — western) 
parties are botching the eastern side of their 
election campaigns. None more so than Mr 
Kohl's Christian Democrats, While the gov- 
ernment spokesman implies that Ossis 
should be more grateful for western lar- 
gesse (by voting Christian Democrat, for in- 
stance), a grinning Mr Kohl poses with ex- 
Miss Germany (from the east) on the cover 
of a campaign magazine made up to look 
like a popular one from communist times. 
Unsurprisingly, opinion. polls currently. : 
give the Kohl party little more than half the. 
39% of the eastern vote it won in the previ- 
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Reds at the ready 


LEIPZIG 


WILL the ex-communist 

Party of Democratic Social- 

ism wreck Gerhard Schrö- 

i der’s chances of becoming 

chancellor of a Social 

X | Democratic-Green coali- 

tion after the September election? Or will 

it, on the contrary, propel him into the 

top government job? It seems odd that the 

successor to the former East German So- 

cialist Unity Party is still around to play 

any role, let alone a decisive one. Back in 

the general election of 1990, unity year, it 

slipped into the Bundestag only thanks to 

a one-off rule meant to give small parties 
in the east a fair chance. 

Most people thought it would never 
survive the next election, in 1994, held 
under normal rules: namely that parties 
can enter parliament only if they win at 
least 5% of the national vote or take a 
minimum of three constituencies out- 
right. But survive it did, just failing to get 
5% but snatching four constituencies di- 
rect, all in Berlin. That gave it 30 Bundes- 
tag seats (proportionate to its share of the 
vote), nearly twice as many as before. 

This time, opinion polls suggest that 
the ex-communists may even leap over 
the 5% hurdle in September, thanks to 
backing from more than a fifth of the elec- 
torate in eastern Germany (support in the 
west remains tiny). The party’s member- 
ship is dropping, from around 130,000 in 
the 1994 election to 99,000 now, most of 
them elderly ex-stalwarts of the old East 
German parent-party. So why is voter sup- 





port holding up well, even increasing? 

The party is well-organised and han- 
dles local-government problems cannily. 
It profits in part from unity’s losers, not so 
much the jobless as those apparatchiks 
who lost status when the Berlin Wall 
came down. And it has a “catch-all” lead- 
ership team; Gregor Gysi, a witty and pug- 
nacious lawyer who keeps the young 
awake; Lothar Bisky, a stolid type who re- 
assures the old guard; and Andre Brie, a 
brainy strategist good at duelling with 
those with intellectual pretensions. Mu- 
tually incompatible, one might think, like 
the party’s simultaneous espousal of bits 
of old communist dogma and moderate 
social democracy. But somehow the mix 
never quite explodes. 

Above all, the party thrives on local, 
eastern patriotism. The more the western- 
dominated parties deplore it, the more 
closely its backers hang together. The cur- 
rent Christian Democratic “red hands” 
campaign, saying that Social Democrats 
and ex-communists will make common 
cause after the election, boosts that sense 
of solidarity. So does Mr Schréder’s con- 
stant claim that, come what may, he will 
neither form a national coalition with the 
eastern comrades nor become dependent 
on their support in parliament. 

Really? Since April’s election in the 
eastern state of Saxony-Anhalt, the Social 
Democratic premier there has led a mi- 
nority government tolerated by the ex- 
communists. Besides, if Mr Schröder 
shuns the eastern comrades, he will have 
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a devilish time forming a government at 
all. His Social Democrats and their most 
likely partners, the Greens, would have to 
win a Bundestag majority against the 
three parties of Helmut Kohl's present 
centre-right coalition—plus the Party of 
Democratic Socialism. 

Likely result? A “grand coalition” of | 
Christian Democrats and Social Demo- | 
crats, not least to ensure the ex-commu- | 
nists have no direct influence on govern- 
ment. But that might very well strengthen | 
the political fringes, including the Party 
of Democratic Socialism. One way or an- 
other, the ex-communists will probably 
be around for a while yet. 








Hail, Gysi 





ous general election, in 1994. 

The opposition Social Democrats have 
issued a 10-point programme for the east 
with some good ideas, like streamlining the 
bewildering array of investment-promo- 
tion schemes and co-ordinating aid via the 
chancellery. But they are still hamstrung in 
the east by memories of their coolness to- 
wards unity back in 1990, and in the west 
by fears they might do a post-election deal 
with the ex-communists. 

One thing looks certain. Whichever side 
wins, the bill for the east will stay huge into 
the next decade, and Wessis will still groan 
about it. But the cash is gradually building 
the roads, factories and universities that 
will help the east catch up; and easterners 
are showing a degree of adaptability that 
may one day move them ahead of their 
western brethren. Could there really be a re- 
versal of roles by 2010, two decades after 
unity? The date is guesswork, of course; but 
the idea is no longer intrinsically absurd. 
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Italy 


The prison door 


MILAN 


ILVIO BERLUSCONI, media mogul, for- 

mer prime minister of Italy and now 
leader of the opposition, has been sen- 
tenced to two years and nine months in 
prison by a Milan court. The trial, and the 
investigation that led to it, lasted two-and- 
a-half years. He has been convicted of brib- 
ing tax inspectors to soften their examina- 
tion of his business activities before he 
went into politics. He has not denied the 
payments, but says the money was extorted. 
Mr Berlusconi has been sentenced to 
prison before (last December, about a film 
deal), but that sentence was suspended. 

Will he go to jail this time? Probably 
not. First, he will appeal, and, under Italian 
law, he does not have to begin serving the 
sentence during the appeal process. If the 


sentence is upheld, he can still avoid serv- 
ing prison time by demanding a suspen- 
sion of the sentence (normally allowed for 
prison terms of under three years). Better 
still, he is also a member of parliament, 
which has to waive his immunity. It is most 
unlikely to do so, since Mr Berlusconi is not 
only leader of the opposition but also 
founder-president of a party, Forza Italia 
(Go, Italy), that in the latest general election 
collected 8m votes. To allow Mr Berlusconi 
to go to jail would cause a constitutional 
crisis that nobody, including the prime 
minister, Romano Prodi, really wants. 

This week’s conviction, though ex- 
pected, has injected even more venom into 
Italian political life, poisonous enough al- 
ready. The opposition is up in arms: it says 
the conviction is politically motivated and 
the magistrates’ attacks against Mr Berlus- 
coni amount to persecution. Mr Berlusconi 
himself talked on July 7th of the use of “po- 
litical prosecutions to eliminate the demo- 
cratic Opposition”. Since even more trials 
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will be coming to a conclusion in the com- 
ing weeks and months—Mr Berlusconi is 
accused, among other things, of illegally fi- 
nancing a former (Socialist) prime minis- 
ter, Bettino Craxi, of budget irregularities 
and of bribing judges in Rome—the row is 
bound to grow still louder. 

In Italy, Mr Berlusconi has become a 
matter of faith. One Italian in three believes 
he has been unjustly targeted by politically 
biased magistrates; he may have done 
something unpalatable as he built up his 
business empire (media, retail, football), 
but who in Italy—ask these people—hasn’t? 

At the other end of the spectrum, a third 
of the nation believes that Mr Berlusconi is 
a clever crook who went into politics when 
he realised that his old friend Mr Craxi— 
heavily involved in scandal, and now liv- 
ing in Tunisia—could no longer protect 


him. Most, although not all, of these people 
vote for the left, and are outraged that as 
leader of the centre-right Mr Berlusconi 
uses his voters as a shield against punish- 
ment. The remaining third of the nation 
does not trust or vote for Mr Berlusconi, 
and thinks he has chosen unsavoury 
friends and done wrong things, but also 
feels that Milan’s magistrates do seem a bit 
like hounds after their fox. 

While the Berlusconi affair drags on, 
Italian politics is stuck. Badly needed con- 
stitutional reform, since it requires broad 
support, has proved impossible. The par- 
liamentary opposition is ineffectual. This 
may suit the government, and it may not 
hurt the opposition all that much, since it 
has an excuse—and a possible martyr—in 
Mr Berlusconi. But it is bad for Italy. 








BAKU 


TIS onlya ragged shirt, but Azerbaijan 
is putting it all on oil. The government 
has already done ten lucrative deals with 
foreign oil companies, allowing them 
swathes of the Caspian Sea for explora- 
tion. Now it has decided, for the first 
time, to offer up areas of dry land and 
shallow-water fields as well. Three for- 

| eign consortia have already signed up. 
Investors are now com- 
mitted to spending over 
$30 billion. But the money 
has yet to make Azerbaijan, 
let alone ordinary Azeris, 
rich. The oil is not expected 
to gurgle in large amounts 
from below the seabed un- 
til 2003. It could be an- 
other five years after that 


prove the rest of Azerbaijan’s economy— 
what is left of it, that is. About half the 
country’s 7m people live below the pov- 
erty line. Some 850,000 of them are refu- 
| gees, mostly as a result of a war over the 
| disputed, Armenian-populated moun- 
tain territory of Nagorno-Karabakh, 
which belongs to Azerbaijan in interna- 
tional law but was conquered three years 
ago by neighbouring Armenia. State sala- 
ries and pensions are pitifully low. 
Around a quarter of Azeris have no job. 
Farmers barely scratch a living. 

The economy all but collapsed after 
the Soviet Union broke up in 1991. Roads 
and railways are rotten. Outside Baku, 
electricity and gas supplies are patchy at 








Wretchedly oil-rich Azeris 


best. Baku itself frequently runs out of | 
water, despite the snow-capped Cauc- | 
asus mountains a couple of hours’ drive 
to the north-west. Most of last winter the 
country’s second city, Ganje, had to make 
do with only two hours of electricity a 
day. Hundreds of factories across the 
land have ground to a halt. 

Local businessmen trying to get go- 
ing in the post-communist 
era are hamstrung by cor- 
ruption and red tape. De- 
spite its boomtown tag, 
Baku still has only two 
passable hotels. It boasts 
just one foreign bank. 
Large foreign firms, includ- 
ing accountants such as Ar- 
thur Andersen and KPMG, 


before it is flowing at full wait months to get licences. 

speed, and bringing in seri- All this should be bad 
ous money. news for the country’s pres- | 

Meanwhile, thegovern- Cunning old Aliev ident, Heidar Aliev. Yet he 

| ment is doing little to im- remains the overwhelming 


favourite to keep his job after the presi- 
dential election due in October, largely 
because no real challenger could run 
freely against him. Last month, a former 
deputy interior minister under the coun- 
try’s first post-Soviet president, Albufaz 
Elchibey, whom Mr Aliev ousted five 
years ago, was arrested after a grenade 
was allegedly found in his car. 

e Sensing the people’s grim mood, Mr 
Aliev rarely travels round his own coun- 
try, preferring to make grandiose trips 
abroad: this month, he is due to make a 
State visit to Britain. No wonderhe isin a 
hurry to get some cash against the distant 
promise of all that oil. Until then, the | 
commodity Azeris need most is patience. 
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Czech Republic 


Odd couple 


PRAGUE 


T IS a strange liaison. In the weeks after 

last month’s general election, the leader 
of the Czechs’ main left-wing party, which 
won the poll, and the leader of the main 
right-wing one, which came second, both 
failed to gather up enough allies to form a 
government. So now Milos Zeman, of the 
Social Democrats, and Vaclav Klaus, of the 
Civic Democrats, seem poised to govern to- 
gether. Mr Zeman is expected to be prime 
minister in a minority government; Mr 
Klaus, prime minister until ousted last au- 
tumn, will become parliament's speaker, 
thereby having a big say in the legislative 
agenda, while agreeing in general to back 
Mr Zeman, his dedicated opponent of the 
past few years. 

Mr Zeman reckons he will serve a full 
four-year term. Mr Klaus says the deal will 
make his country politically stable again. 
Vaclav Havel, the Czechs’ non-executive 
president, is likely to appoint Mr Zeman 
prime minister soon after the new parlia- 
ment convenes on July 14th. 

The proposed new arrangement is 
about a long-term division of power. 
Messrs Zeman and Klaus, whose parties to- 
gether won 60% of the vote and 137 of par- 
liament’s 200 seats, want to amend the con- 
stitution so as to change the voting system 
from proportional representation to first- 
past-the-post. The pair already have a team 
of lawyers in place to help them do just that. 

Such a move would, among other 
things, reduce Mr Havel’s influence, which 
has been growing despite his largely cere- 
monial status. Both party leaders regard Mr 
Havel as a moralising and interfering old 
fogey. More important, a first-past-the-post 
electoral system would drastically reduce 
the size in parliament of two small centre- 
right parties, the Christian Democrats and 
the Freedom Union. The Communists 
would suffer likewise. Josef Lux, the Chris- 
tian Democrats’ leader, says the Zeman- 
Klaus scheme has “swindled“ voters. Mr 
Havel is thought to be annoyed as well. One 
of his close advisers calls it “a dirty trick”. 

Itremains hard to see how Mr Klaus, the 
arch-free-marketeer, will get along with Mr 
Zeman, whose socialism has only recently 
been tempered by a belief in markets. But 
they have apparently worked out a com- 
promise. It has been agreed, it seems, that 
utility prices and household rents will be 
liberalised more slowly. The sale of utilities 
will also be gradual. State-owned banks 
will not now be sold off until 2000 or so. 
And Mr Klaus’s people, overturning past 
policy, say they will now stomach a budget 
deficit. How power can change minds, 
_——— Sw 


THE ECONOMIST JULY 117H 1998 





; 





EEK out Jorg Haider in the cafés or committee-rooms of Vi- 


more conventional politician. Use your eyes: his dress has 
grown more dandyish with the years. He took breakfast at the 
Imperial Hotel last week in a white silk tunic and a close-tai- 


sace and a Tyrolean shepherd in its parentage. Or use your nose: 
Mr Haider still has about him the faintest whiff of sulphur. This 
is, after all, a man who was forced to step down as a provincial 
governor in 1991 after saying that “in the Third Reich they had a 
sound employment policy”, and who greeted as “dear friends” 
an assembly of Waffen-ss veterans in 1995. 

Until this year at least, Mr Haider was pushing his right-wing 
Freedom Party towards power with a 
sureness of touch that won him the 
respect, if not the admiration, of his 
Austrian rivals. The party had 4% of 
the national vote when Mr Haider 
took it over in 1986 at the age of 36. 
Ten years later, in elections for the 
: European Parliament, its share had 
risen almost to 28%. Mr Haider was 
tantalisingly close to overtaking both 
parties of the ruling coalition, the So- 
cialist Party and the conservative 
People’s Party. He began at times to 
sound almost mainstream himself. 
The “Austria first” message never 
went away, but he concentrated 
<] much more on a mainly economic 
‘| agenda of lower taxes and leaner, 
cleaner government. In April he won 
a nod of recognition from Austria’s 
president, Thomas Klestil, who 
| called the Freedom Party a “demo- 
| cratic force firmly grounded in the 
| constitution”. The way seemed open 
| forthe Freedomites to force their way 
| into a new coalition government af- 
| ter a general election set for 1999— 
| and for Mr Haider to claim high of 
| fice, if not the chancellorship itself. 
| Inthe past few weeks, however, disaster has struck. A deepen- 
| ing corruption scandal in May and June, involving a Freedom 
| Party Mp accused of embezzling at least $16m, has sent Mr Haid- 
| er's popularity sprawling. Recent polls have shown support for 

| the Freedom Party falling to 20% and less. “The end is in sight,” 
| insisted one rival last week. 
| 
| 
| 
| 
| 
| 
| 
| 
i 
i 





But European leaders would do well not to cancel their or- 

| ders for long spoons right away. They may yet find themselves 

supping with Mr Haider, grimace about it as they may. It may 

| even be Mr Haider who helps determine whom they sup with in 

| the years ahead. He has chosen enlargement of the European 

Union, to take in countries from Central and Eastern Europe, as 

a main issue on which he hopes to contest next year’s Austrian 

general election. Mr Haider is against enlargement for the fore- 
seeable future, and he thinks he can carry Austria with him. 

The ruling coalition parties insist that enlargement will 

bring Austrians big long-term economic benefits. It will place 

Austria at the centre of the fastest-growing region of Europe. For- 

: eign firms will come flocking to put their regional headquarters 

there. “We will explain, and people will understand,” claims 


enna and you are in little danger of confusing him with any 


lored black collarless jacket that managed to suggest both Ver- 





Andreas Khol, a wily conservative who leads the People’s Party i 


block in Austria’s parliament. 
But privately, all Austrian politicians concede that enlarge- 


ment will be a hard sell. Austria has land borders with Slovenia, _ 


Hungary and the Czech Republic, three of the five countries 
most hopeful of joining the eu. A fourth, Poland, is with 
easy afternoon’s drive. “From the moment we open our borders, 





Haider. Open borders could encourage many more t 
into Austria from neighbouring countries on a d 






200,000 people will come here, settle, and look for jobs, saysMr | 

















month Austrian presi 






EU, which began on July. ean- 
swer is partly that Austria needs to 
find some theme | nguish its 


oS But whereas the Austrian gov- 
á) ernment wants to speed up en- 
~ largement negotiations during its 
presidency, its intentions beyond 
that point are studiously vague. 
Ministers refuse to say when they 
think admissions should take 
place. They also talk about re- 
strictions on the mobility of la- 
bour from the new countries after 
their admission. For most practi- 
cal purposes, the government’s po- 
sition is not all that different from 
Mr Haider’s—save that his has the 
virtue of clarity. Mr Khol and his col- 
leagues may find that they do indeed 
have a lot of explaining left to do. 

While waiting for the general elections to come round, Mr 
Haider is also honing arguments for fundamental tax reform in 
Austria. Like many politicians in opposition, he seems to think 
big tax cuts can be delivered without correspondingly big cuts in 
public services. The trick, of course, will be to slash the number of 
lazy bureaucrats. That, at any rate, is what Mr Haider will tell 
voters, eager to swallow such a message. His low-tax stance puts 
him at odds with another plank in the Austrian governments 
EU presidency—its push for European tax “harmonisation”, a 
programme calling in effect for all EU countries to keep their tax 
rates above agreed minimum levels. 

Critics of Mr Haider concede that he has some good ideas: 
but even his fans concede that he changes his ideas too often for 
comfort. Perhaps his heady mix of liberalism and nationalism 
would be combustible even without his heavy seasoning of sen- 
sationalism. One politician compares him to a pike—“the fish 
which makes the other fish in the pond swim faster”. His severest 
enemies would call him by far worse names. But Mr Haider is 
still smiling. For one thing, it shows off the sharpness of his teeth. 


inan | 












Jörg Haider, Austria's (and Europe's) border guard — | 
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Ulster’s perilous stand-off 


BELFAST 


The determination of marchers from the Protestant Orange Order to force 
their way down the Garvaghy Road could destroy the peace process 


Te marching controversy in Northern 
Ireland has the capacity to destabilise 
society, undermine the rule of law, wipe 
out recent political progress and dispel 
hopes of a more peaceful future. 

This may sound unnecessarily apoca- 
lyptic. But this week Northern Ireland sud- 
denly switched from contemplating a 
more flexible form of politics, and 
instead plunged back into the old 
game of unyielding confrontation. 
For most of the week hundreds of 
Protestant Orangemen have been 
camped on the edge of the Catholic 
Garvaghy Road, in the town of 
Portadown, demanding the right to 
stage their annual march from the 
church of Drumcree, down the road. 
Every access route was blocked by 
the army—and across Northern Ire- 
land shootings, bombings and riots 
took place. The emerging new politi- 
cal consensus was replaced by old 
battle-lines. The result was so chill- 
ing that in the evenings Belfast was 
turned into a ghost town, with most 
bars and restaurants closed and 
most streets deserted. 

The “marching season” is always 
viewed with dread by political mod- 
erates. The Protestant Orange Lodge 
regards the staging of celebratory 
marches as a basic right. Catholic na- 
tionalists regard the Orange marches 
that go through their areas as a viola- 
tion of their own rights. Ban the 
marches and you inflame the Or- 
angemen; let them through and 
there is nationalist outrage. Either 
way, violence, civil disorder and a 
poisoning of the political atmosphere is 
hard to avoid. 

Two years ago, the authorities at- 
tempted to ban Drumcree. After days of 
tense confrontation, the attempt was un- 
ceremoniously abandoned and the march 
was instead pushed through. The explana- 
tion was that it simply had to be allowed, 
whatever the merits, to prevent the rule of 
law breaking down. 

The result was a clear defeat for law and 
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order, the scandalising of Irish nationalists 
north and south, and an object lesson to 
Orangemen that might is right, if enough 
might can be brought to bear. The sheer 
determination of the Orangemen to get 
their march through this time—almost re- 
gardless of the economic, social and politi- 
cal costs—must by now have produced a 





A brighter future? 


sinking feeling among at least some of 
Tony Blair's advisers. 

For the fact is that the Orangemen col- 
lectively represent an immovable object. 
Arguments that their stand is wrecking the 
economy, or society, or the largely Protes- 
tant Royal Ulster Constabulary, or the 
peace process, leave them quite unmoved. 

So faras the economy goes, they are con- 
fident that the huge annual subvention 
from Britain will not be jeopardised, be- 


lieving Westminster would never dare pull 
the financial plug on their heavily subsi- 
dised province. Socially their relations with 
Catholic neighbours are unimportant to 
them. As for the Ruc, they normally have 
the Orangemen’s wholehearted support. 
But it is well-established in the Protestant 
psyche that if the authorities are in the 
wrong, they must be taught a lesson. 

The Orange Order itself did not plan 
the violence and repeatedly condemned it. 
But it was entirely predictable that taking 
to the streets would lead to violence: it al- 
ways has in the past. This past week has 
seen well over 1,000 outbreaks of disorder. 

The collapse of the peace process— 
should that result from the current im- 
passe—would be a matter for celebration 
rather than regret for Orange leaders. The 
Order and the majority of its mem- 
bers do not approve of that process, 
having just voted against it twice, 
first in the May referendum on the 
Good Friday agreement and again in 
last month’s assembly elections. 

It is the existence of the fledgling 
accord that renders the present 
stand-off over Drumcree so danger- 
ous. The agreement won more than 
70% approval in the referendum, 
and pro-agreement members make 
up more than 70% of the new assem- 
bly. David Trimble, the leader of the 
largest Protestant unionist party, is 
first minister and has Seamus 
Mallon, a Catholic nationalist, as his 
deputy. But unionism is split almost 
exactly down the middle. Mr 
Trimble won onlya slender majority 
of the unionist vote. Drumcree is 
producing intense polarisation, 
sending many back to the sectarian 
trenches and leaving the new first 
minister exposed and vulnerable. 

People who take the middle of 
the road, they say in Belfast, often get 
knocked down. The Order well re- 
members that in 1974 Brian Faulk- 
ner, the last unionist leader to reach 
out to nationalists, was brought 
down not by political opposition 
but by street activity and strikes. 

And in the background lurks the Rever- 
end Ian Paisley, who hopes that a re-run of 
1974 might be on the cards. As MrTrimble’s 
most dangerous political opponent, his 
aim is not confined to getting the march 
through. His unconcealed ulterior motive 
is to bring down Mr Trimble as well. 

Mr Trimble and, on the streets, the RUC 
have so far held the line admirably. But the 
strain is showing and 800 more troops 
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have now had to be drafted in as reinforce- 
ments. RUC officers are working long shifts, 
full of tension and often danger: they have 
faced gunfire and bombs and in some cases 
their homes have been attacked. Pressure 
on their homes and families is particularly 
painful when it comes from within their 
own community. 

A huge test will come on Monday July 
13th, when the main Orange celebrations 
take place. Upwards of 50,000 Orangemen 
will take to the streets, thus investing the 
Order's leadership with plenty of power. 
Instead of the usual demonstrations, it 
could instruct, say, 30,000 to turn up at 
Drumcree, with another 20,000 to march 
on some sensitive area of Belfast. Such 
numbers would render normal policing 
impossible, meaning that the authorities 
might conclude that pushing the march 
through represents the only way to avert an- 
archy and a bloodbath. 

The gathering of such numbers would 


place the lives of many Catholics, especially 
in Portadown, at great risk: the scenario of 
tens of thousands of Orangemen over- 
whelming the security forces and marching 
down an unpoliced Garvaghy Road 
scarcely bears thinking about. 

Even so, the Garvaghy residents have 
adamantly refused to seize the moral high 
ground, as some commentators advocate, 
by voluntarily agreeing to allow a march, 
even a token one, along the road. They be- 
lieve they already hold the moral high 
ground, having won the backing of a com- 
mission set up to deal with parades, as well 
as that of the Ruc and Mr Blair, for their 
insistence that no march should take place. 

The peace process has seen several sur- 
prising outbreaks of compromise and flex- 
ibility in areas of Northern Irish politics 
where none had been seen before. But the 
new spirit of goodwill has yet to penetrate 
Portadown: the new politics has yet to over- 
come the old Order. 





Politics 


New Labour, old story 


How serious is the lobbying scandal? 


EW sights in politics are as satisfying as 
that of a bossy new government being 
hoist on its own petard. That may be why 
the accusations of sleaze made against New 
Labour in last week's Observer have caused 
such a stink. For although more revelations 
may be in store, the interim verdict must be 
that the Observer has overstated its case. 
What Tony Blair should worry about is not 
whether his government is corrupt—there 
is so far little evidence of that—but why so 
many people are ready to believe that it is. 
The Observer claims that New Labour 
“insiders” who helped the party to power 
are enriching themselves by selling their 
clients leaks of major speeches, advance 
copies of parliamentary committee re- 
ports, places on policy taskforces, lunch at 
Downing Street, meetings with ministers 
and special advisers—even help in win- 
ning takeover bids. For a government that 
campaigned noisily against the alleged 
sleaze of its predecessor, these are hugely 
damaging allegations. But are they true? 
Many of the Observers claims rest on 
the bragging of one young man. Derek 
Draper threatens to become to the political 
lobbying industry, if not quite to New La- 
bour, what Nick Leeson was to Barings 
bank. A former aide to Peter Mandelson, 
the minister without portfolio, he worked 
briefly for the new government, leaving af- 
ter a few months to write the first insider 
book—“Blair’s 100 Days”. Since then he has 
been living high off the hog by milking his 
connections. But, by his own admission, he 
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is also a braggart. As an employee of GPC 
Market Access, a lobbying firm, he fell for 
an Observer sting. When its journalists 
posed as representatives of an American 
power company with plans to invest in 
Britain, Mr Draper was so eager to win their 
business that he made a series of extraordi- 
nary boasts about his influence. 

He claimed, for example, to have found 
out a week early (through inside informa- 
tion, says the Observer) that the chancellor 





Draper is shown the door 


intended in his annual Mansion House 
speech to cap the growth of public expendi- 
ture at 2.75%, not 2.5% as widely predicted. 
He claimed to have arranged meetings be- 
tween PowerGen, an electricity company, 
and Treasury officials. He claimed he could 
place clients on government committees, 
get them tea with the paymaster-general or 
meetings with the chancellors economic 
adviser, Ed Balls. At one point, said the Ob- 
server, he reeled off from his pager the 
names of high-ups such as Mr Balls who 
had left him messages. And he claimed that 
Mr Mandelson vetted his weekly column, 
“Inside the Mind of New Labour”, for the 
Express (see box on next page). 

Mr Draper, on holiday in Italy when the 
allegations were published, said on his re- 
turn that he was guilty of being “an occa- 
sional big-mouth but nothing else”. The 
big-shots he had counted among his close 
friends queued up to agree. Mr Mandelson 
called him a show-off who had got above 
himself, but had now been cut down to 
size. As for Mr Balls, he says that he has not 
met or paged Mr Draper since joining the 
government—and denies that Mr Draper 
arranged secret meetings with PowerGen at 
the Treasury. Both the Express and GPC 
sacked Mr Draper. 

Ifyou subtract Mr Draper's hubris, what 
remains of the Observer's allegations? Not 
all of these can be pinned on one man’s 
boasts or fantasies. At a champagne party 
in Whitehall, Mr Draper introduced the un- 
dercover Observer man and his accomplice 
as “potential Grc clients” to Roger Liddle, a 
senior member of the policy unit at Num- 
ber 10, and then walked off. The Observer's 
men chatted to Mr Liddle about electricity, 
then asked him whether Mr Draper was as 
plugged in as he claimed. According to the 
Observer, Mr Liddle replied in the affirma- 
tive. Mr Draper was a member of “the cir- 
cle”. He then added: “Whenever you are 
ready, just tell me what you want, who you 
want to meet, and Derek [Draper] and I will 
make the call for you”. 

Unlike Mr Draper, Mr Liddle is still a 
member of the government. He was also a 
founder of Prima Europe, a lobbying firm, 
where he worked with Mr Draper, before 
the firm merged six months ago with GPC. It 
would surely be improper for him to ar- 
range special access to Downing Street for 
clients of his former business partners. But 
Mr Liddle denies the Observer's account. 
He remembers speaking, “quite properly”, 
to somebody he believed to be a business- 
man interested in investing in Britain, but 
says that since joining Number 10 he has 
made no calls and arranged no meetings 
on behalf of Mr Draper or GPG, in which he 
has no direct financial interest (though he 
later confirmed that he had agreed to speak 
to seminars arranged for GPC clients). 

What about those leaks from the Trea- 
sury? Mr Draper now says that his predic- 
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From Beaverbrook to Blair Fg | 


O` E of the boasts of Derek Draper, the 
youthful New Labour apparatchik 
at the centre of the lobbying scandal, was 
that he faxed his weekly Express column 
through to Peter Mandelson, the minister 
without portfolio, for checking. Mr Man- 
delson has denied “vetting” the column. 
| All the same, Mr Draper was instantly re- 
lieved of his onerous task of recycling 
New Labour gossip once a week, for a re- 
ported £70,000 ($115,000) a year, by the 
Express’s new editor, Rosie Boycott. 

The rest of the press has gloated over 
the paper's discomfiture. But this is sim- 
ply an unusually blatant example to add 
to the annals of journalistic collusion 
with government. During the 1983 elec- 
tion the Daily Mail, the Express’s long- 
standing mid-market rival, was accused 
of printing anti-Labour handouts that 
had come direct from Conservative Cen- 
tral Office. Daily Mail journalists pro- 
tested to their bosses; and The Economist 
noted that the tabloids had become “pro- 
paganda sheets for Mrs Thatcher”. Lord 
Beaverbrook, the Canadian press baron 
who created the modern Express was 
making regular payments to the Home 


Not so Rosle 
Express's six-month! 
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Secretary in the late 1930s, in return for 
briefings and inside information. 

However, the story does highlight the 
transformation of the Express’s political 
stance over the past couple of years. In its 
heyday during the 1930s and 1940s, the 
paper sold over 3m copies daily (peaking 
at 4.3m in 1963) and was for a time the 
best-selling paper in the world. Under the 
autocratic direction of “the Beaver”, the 
Express virtually invented tabloid jour- 
nalism, famously writing for the “man on 
the Clapham omnibus”. The paper 
preached an often eccentric blend of im- 
perial-minded, no-nonsense brand of 
Conservatism, and it remained one of 
Mrs Thatchers staunchest cheerleaders 
throughout the 1980s. 

However, during the past two decades 
the paper’s circulation has gone into free 
fall, declining to just over a million today. 
Whereas its rivals long ago cottoned on to 
the fact that the man on the Clapham om- 
nibus was now just as likely to be a 
woman, and driving a Ford Sierra 
around the M-25, the Express just became 
fusty and stale. 

In 1996 the paper was brought by 
Lord Hollick, a media mogul and Labour 
peer. The paper was revamped and has 
become increasingly sympathetic to New 
Labour since the election. Its new politics 
may have a commercial rationale—but 
they also suit Lord Hollick. 

However, the Express’s close links to 
the New Labour establishment are in 
danger of becoming an embarrassment. 
Even before the Draper affair, the paper 
was accused of ditching a potential politi- 
cal editor, Paul Routledge, because Mr 
Blair's aides regarded him as hostile. (Not, 
you understand, that Mr Routledge is a 
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Boycott needs a new columnist 





Tory; he is felt to be too close to Gordon 
Brown, the chancellor, which is far more 
dangerous). The Routledge story, like the 
alleged vetting of Mr Drapers column, | 
was staunchly denied by all at the Ex- 
press. The fact that Philip Gould, Labour's 
chief election strategist, now occupies an 
office in the Express building, is also 
shrugged off. 

But whatever the real nature of the ties 
between the government and the Express, | 
the Draper affair illustrates a curious 
change in Labour's relationship with the | 
press. In the 1980s the tabloids were the 
scourge of Old Labour and it was the left- 
wing broadsheets, in particular the | 
Guardian and the Observer, who stuck | 
with the party. These days Mr Man- | 
delson’s circle save much of their vitriol | 
for their old broadsheet friends, and pal | 
up with former enemies at the Sun and 
the Daily Mail. As for the Express, ina re- | 
cent column on his reading habits, Mr | 
Mandelson said that he found the paper 


an increasingly “intriguing” read. Quite. 
| 








tion of the chancellor's spending plans was 
based on clever guesswork, not the inside 
information which the Observer says he 
originally claimed to have. Another lobby- 
ist—Ben Lucas of a company called LLM— 
was tape-recorded by the Observer claim- 
ing to know in advance that the chancellor 
would announce the creation of a new 
housing inspectorate. Like Mr Draper, he 
also claimed to have advance notice of the 
chancellor's spending plans. But the chan- 
cellor’s speech turned out not to contain 
many of the contents Mr Lucas predicted. 
One accusation the Observer got com- 
pletely right is that another lobbyist, Karl 
Milner of Gjw Government Relations, sent 
a potential client (who turned out to be in 
cahoots with the Observer) a copy of a par- 
liamentary select committee report 24 
hours before it had been published. After 
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the Observers story, the company apolo- 
gised and warned Mr Milner about his un- 
professional conduct. But there was no gov- 
ernment involvement in the leak—only the 
fact that Mr Milner was once an adviser to 
Mr Brown and had boasted of his firm’s ex- 
cellent contacts in government. 

William Hague, the Tory leader, de- 
nounced the “culture of cronyism” re- 
vealed by the accusations. After the prime 
minister's damaging u-turn last year on to- 
bacco sponsorship in motor racing, follow- 
ing a motor-racing tycoon’s donation to the 
Labour Party, Mr Blair has been careful this 
time not to minimise the gravity of the ac- 
cusations. He said that New Labour had to 
be on its guard against people “fluttering 
around the new government, trying to 
make all sorts of claims of influence”. He 
has asked Sir Richard Wilson, the cabinet 


secretary, to see whether the rules govern- 
ing the behaviour of civil servants and spe- 
cial advisers should be tightened. 

What should really worry Mr Blair is the 
broader animus against the government's 
ways that this affair has exposed. The Ob- 
servers allegations did not come in a vac- 
uum. Whether the present government is 
refusing to let a parliamentary committee 
see the Foreign Office’s telegrams on Sierra 
Leone (the committee at last got its way this 
week), or declining to put ministers in front 
of obstreperous BBC interviewers, it has 
given the impression of ruthlessly hoard- 
ing and managing information. No won- 
der there is revulsion at the existence of an 
inner circle of sleek young men with lucra- 
tive access to the parts of government that 
journalists and mrs cannot reach. 
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George Robertson punches above his weight 


| T HERE are good reasons for the anonymity of this newspaper. 


But for the purposes of the argument that follows, Bagehot 


| must disclose that he is no military man. Bespectacled and 
| unbelligerent, he has never lunched with other commentators at 
~| the Institute for Strategic Studies, still less fired a shot in anger. 
| He is, in short, a typical consumer of defence—neither paranoid 


nor reckless with his safety—-who wants only to be sure that the 


| government somewhere maintains on his behalf a big enough 
| band of hard men with the training and lethal equipment they 


need to defend the realm from attack. 
What is such a man to make of the strategic defence review 


| unveiled in the House of Commons this week by George Robert- 


| son, the defence secretary? At the 





:| attempts of the Wilson and Calla- 
| għan governments of the 1970s to 
i. maintain Britain’s defences. In 1980 the party conference voted 
t- for a non-nuclear defence policy. It saw the defence budget as 
| easy plunder to be diverted for politically more correct spend- 
| ing,such as health and education. It was suspicious of the Ameri- 
|. cans, of NATO—indeed of all the policies, allies and institutions 
| that contributed to the security of Western Europe and later 
: ended the cold war. Labour's weakness on defence undoubtedly 
| contributed to its election defeat in 1987. And it was only after 
| this, first under Neil Kinnock and more emphatically under 
|: Tony Blair, that Labour moved its policy sharply in favour of 
| nuclear deterrence and the Atlantic alliance. 


| ain’s safety. During the cold war, 
| when the Soviet Union occupied 


| great tank divisions on the Rhine 


cabinet last week, the prime minis- 
ter let it be known that he consid- 
ered it “radical and imaginative”, 
a model that he hoped the rest of 
the government’s forthcoming 
comprehensive spending review 
would follow. Mr Robertson him- 
self calls it the biggest change in 
Britain’s defence posture for a gen- 
eration. And if you assume, as the 
government seems to, that the 
overall defence budget should not 
be greatly reduced, the sort of 
armed forces the white paper 
promises will be much more aptly 
configured than they are at present 
for the post-cold-war world. But 
why should anyone, let alone a La- 
bour government, assume that? 
For a long time, the Labour Par- 
ty’s activists (though not always its 
leaders) seemed reckless with Brit- 


half of Europe and had parked its 


to threaten the other half, the par- 
ty’s activists strongly opposed the 


_ At the time, this change combined good sense with good 
politics, But was it still such good sense by th® time Labour had 


| won the 1997 election? By then something unexpected had hap- 





pened. The military threat to Britain had, more or less, van- 
ished—along with the Soviet Union itself. It was plain in these 
circumstances that Britain no longer needed lots of its own 
tanks in Germany; that the Royal Navy would not have to protect 


| the sea lanes from Russian submarines, and that the Territorials 








would not be bayoneting Russian infantry on the cliffs of Dover. | 
Arguably, the traditional Tory insistence on astrong defence was | 
beginning to look a trifle more paranoid and the traditional La- | 
bour dislike of defence spending a trifle less reckless. At the very | 
least, the arrival of the first Labour government for 18 years | 
promised some radical new thinking. 

Ithas not come. Of course the predictable cry from the Tories | 
this week is that Mr Robertson has left Britain’s armed forces to | 
face “an increasingly dangerous and unstable world” with fewer | 
ships, aircraft and men. The truth is more dismal. The world is 
not obviously “increasingly dangerous”. And yet from thedayhe | 
announced the start of his review, Mr Robertson has bent over | 

backwards to allay fears that a La- | 
bour government would run | 
down Britain’s defences. | 
_ In the Commons this week he | 
made that promise good. Hence- | 
forth, Britain’s armed forces will- | 
be organised for “tomorrow’s | 
threats, not yesterday's enemies”. | 
The defence budget will fall in real 
terms by more than £900m ($1.5 
billion) over the next three years. 
But although Britain will no 
longer prepare expensively for a | 
big land war in Europe, it will pre- | 
pare expensively to intervene fur- 
ther afield. To this end Mr Robert- | 
son promises to replace the 
present elderly aircraft carriers 
with two bigger ones, plus.a rapid- 
reaction force able to handle two 
Bosnia-size crises at a time. 

Why does Britain need this | 
ability to project military power to 
far-flung places? One argument 
says that it behoves any country 
that wants to be a good global citi- 
zen to contribute to a global police 
force and not to hitch a free ride 
from America. Since Britain 
deems itself good at warfare, join- 
ing in American-led operations 
such as the recapture of Kuwait and peacekeeping in Bosnia is 
held to enable Britain to punch above its weight in world affairs. 
In real life, boxers who punch above their weight tend to get flat- 
tened, but leave this detail aside: the good citizenship argument 
is not self-evidently foolish. 

What, though, has it got to do with defence? Mr Robertson 
reels off a list of things that make the world dangerous: terror- 
ism, the drugs trade, the collapse of unstable states, the prolifera- 
tion of weapons of mass destruction. Visit the crisis, he says, 
brandishing his little rapid-reaction force, before the crisis visits 
you. To Bagehot's untutored ears, this sounds woolly and vain- 
glorious: aircraft carriers are hugely expensive, hugely vulner- 
able, and far too precious to put in harm's way unless an over- 
whelming national interest is at stake. A truly radical review 
would have asked why Britain needed much defence at all, once 
the threat to it had disappeared. This one seems to have started 
by ruling big cuts out—-provided that the word “modernisation” 
could be slapped on to the final outcome. It does not bode well 
for the rest of the comprehensive spending review. 
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RUDIGER SAFRANSKI 
TRANSLATED BY EWALD OSERS 
“Safranski's evenhanded study...is the first comprehensive biography of the 
man, and supersedes both Victor Farlas's Heidegger and Nazism and Hugo Ott's 
Martin Heidegger: A Political Life. tt reports many facts that these books did not, 
and it offers a detailed account of Heidegger's intellectual development— 
relating his twists and turns, with great skill and remarkable concision, to 
German intellectual and political life in the first half of this century 

Richard Rorty, NEW YORK TIMES BOOK REVIEW 


“Safranski's book is the first attempt to let Heidegger's life speak for itself 
He does not write about Heidegger as if he knows more about him than 
Heidegger did himself, He tells the story of the life as a whole rather than 
as judge and jury over episodes of it As Safranski says, Heidegger's story 
‘covers the passions and disasters of a whole century! Heidegger aside, 
the book is a wonderful account of the battle of ideas in Germany 
Desmond Christy PROSPECT 
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$35.00 + £23.50 dott 





A HISTORY OF 
TWENTIETH-CENTURY RUSSIA 


ROBERT SERVICE 


“in his fresh and lively survey of recent Russian history, Robert Service 
spans the whole era from the rise of communism in the first decade of 
this century to the aftermath of its collapse in 1991. It is far more than a 

comprehensive summary of the established facts, and provides an 
introduction to the results of western and Russian research." 
THE ECONOMIST 


[This] is without doubt one of the most satisfactory treatments of the 

Soviet story that we possess. And it should be emphasized that Mr. Se 

subject is the Soviet experience rather than the Russian one as such 
Martin Malia, WALL STREET JOURNAL 


$29.95 doth (Not for sale in the Commonwealth & Europe except for Canada) 


IN PRAISE OF COMMERCIAL CULTURE 


TYLER COWEN 


“I have been doused by cold water, and by an economist at that. In Praise of 
Commercial Culture proclaims that a thriving capitalist society sustains the arts 
better than any other form of social organisation...As with the debate in the 

US over the National Endowment for the Arts, the row over Britain's Arts 

Council never goes away. The belief is that high culture wauld fade away if 
state subsidies were withdrawn, We are unwilling to place our cultural bets on 
the finer impulses of the super-rich. We prefer, irrationally, to leave it to officials 

to decide who is worthy. Creative capitalism does it better” 
joe Rogaly, FINANCIAL TIMES 
$27.95 * £1850 doth 
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®© McGill 


Faculty of Management 
& 
Department of Economics 


M.A. IN ECONOMIC POLICY MANAGEMENT 


We are delighted to announce the fourth intake for the Economic Policy Management 
program for practitioners active in sectoral reform in transitional and emerging market 
economies. The EPM program offers a sound foundation in macroeconomics and 
microeconomics, combined with management skills needed for effective policy formation 
and realization. 


Participants have the opportunity to create a customized program addressing specific needs. 
All participants complete a set of core courses in economic analysis, quantitative methods, 
communications skills, and policy management. Participants complement the core by 
focusing on 4 or 5 courses in one of the following policy sectors 


© Development Policy 
e Education Policy 


o Infrastructure Management 
© Macroeconomic Policy 

© Environment Policy e Telecommunication Policy 
© Financial Sector Policy © Trade & Industrial Policy 
e Health Policy o Urban Planning 


McGill University encourages policy and financial advisors, project managers, executing 
agencies, infrastructure investors, and funding agencies to discuss their training needs 
and goals with the EPM program staff before or during the application process. Up to 35 
participants will be admitted to the program, which consists of 12-months of coursework, 
seminars, integrative exercises and distinguished speakers, followed by a 4-month 
intemship. Successful completion leads to a Masters Degree in Economic Policy 
Management from McGill University. Applications must be received by September 8, 
1998 


For further information, please contact 
Linda Montreuil, Admissions Office, Economic Policy Management Program 
Faculty of Management, McGill University, 1001 Sherbrooke Street West, 
Montreal (Quebec), Canada H3A 1G5 
Tel: +1 (514) 398-1805, (514) 398-4005 
Fax: +1 (514) 398-2449, (S14) 398-3876 
e-mail: epm@imanagement.megill.ca 
hitp://www.management.mcgill.ca/programsepm 


When Traveling Worldwide... 
Look for the Best Movies on TV! 
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Fiat goes shopping 


Chrysler’s sold, Volvo’s too expensive. How about BMW? 


VER since Daimler-Benz unexpectedly 
4bought Chrysler in May, the air has 
been thick with rumours of other link-ups 
among European car makers. Renault, psa 
Peugeot Citroën and Fiat are all seen as vul- 
nerable because they are regional rather 
than global manufacturers. All three are ab- 
sent from North America, which accounts 
for more than a third of global demand. 
The merger was bound to have knock-on ef- 
fects. Not the least is that, The Economist 
has learnt, Fiat is talking at the highest lev- 
els with Germany’s smw about an alli- 
- ance—and possibly even a merger. 
The deal is far from done. But any sense 
: of urgency owes a lot to Daimler, which at a 
_ stroke has achieved high-volume produc- 
tion and won a big slice of the American 
~ market. Daimler, which is also moving into 
the volume market for smaller cars in Eu- 
rope, with Mercedes’s novel A-class and 
Smart models, will be able to buy compo- 
nents at huge discounts from suppliers be- 
cause it has bolted Chryslers annual 3m 
production on to its own 1.2m vehicles. 
Only Volkswagen among the Europeans 
can match that scale and also boast a North 
American presence. 

Itis bad enough merely being 
heavily dependent on Europe. 
But conditions in that market are 
also.far worse than the figures 
suggest. Although sales are up 
with the recovery in continental 
economies, margins remain slim. 
One reason is 30% over-capacity; 
another is that Japanese manu- 
facturers, helped by a weak yen, 
are selling more cars. The latest 
sales figures give the Japanese 
12% of the market, but the boss of 
General Motors Opel in Ger- 
many recently forecast that they 
would hit 15% of the European 
market even before the last re- 
maining trade restrictions go at 
the end of next year. 

There is no sign of Renault 

“and: Peugeot merging, and Fiat 
strenuously denies that it has re- 
~vived an old 1980s plan to link 
up. with Ford’s European opera- 
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tions. “Not even one telephone call be- 
tween us,” says a Fiat source. The compa- 
ny’s bosses in Turin have been repeating 
their intention to pursue their own global 
strategy rather than seek refuge in the arms 
of a bigger company, such as Ford. And 
with some reason. Fiat is indeed strong in 
South America and Eastern Europe, and 
plans to start production of its Palio world 
car in Russia and India next year. 

But that does not mean that Fiat neces- 
sarily has to go it alone. Rather than consid- 
ering themselves as junior partners, the 
Italians are scouting for buying opportuni- 
ties to rev up their global strategy. Before 
the Daimler deal, some Fiat executives 
dreamt of reviving a 1990 putative merger 
with Chrysler (the Italian company backed 
away only at the 11th hour, after its bankers 
uncovered a $2.5 billion pension liability). 

Chrysler, with its big share of the Ameri- 
can market and its chunky Jeeps, was the 
ideal match for Fiat (with its small Euro- 
pean cars). Jaws dropped in Turin at the 
Daimler deal. Next, the Turin accountants 
ran the rule over Volvo, another fine match 
because of its lorries, big cars and North 


American network. But Volvo was judged 
to be worth less than the $13 billion it 
would cost. Volvo has since dallied with 
Volkswagen, but only over trucks—so far. 
Now Fiat has its eyes on’ other par 
ner, just across the Alps. Acc 
well-placed financier in Muni Giovanni 
Agnelli (patriarch of the family that owns 
about 30% of Fiat, though e is no longer: 
chairman)haslongadmired w, which i is 
50%-owned by the Quar dt fami ; 
based in the Bavarian capi 
talks have been takin 
weeks to see if amerge 














Unknown Quandtity . s 


German sources say the family likely : 
to want to sell out completely. But they 
might find it convenient to marry two fa 
ily concerns. The Quandts and the Agnell 
might end up owninga third each ofa com- 
bined group. Or Fiat Auto (half of the 








group's total of 90 trillion lire~$50 bil- : 


lion—sales) might be hived off to join BMW. 
There are reasons why a merger or joint 
venture would make sense—not least be : 
cause, in the new climate, saw is itself 
looking suddenly vulnerable. 

The audacious Daimler deal came ata < 
bad time for the Bavarians. When BMW: 
made its own dramatic move by buying 
Rover in 1994, it brought together a success- 
ful maker of niche sporty saloons with a 
weak maker of dowdy volume cars. Each 
had production of around half a million 
cars. Yet apart from the successful and 
global Land Rover brand, the acquisition 











has been a huge disappointment. The Mu- 

- © nich company is investing heavily to ae 

“dn new models, but Rover is still losing 

-money and its share of its home market 
may soon slip into single figures. 

-BMW has been dismayed at Rover's 
weak technology, and its executives admit 
they were too slow to integrate the compa- 
nies—a task they have only recently under- 
taken. Today, they still have about ten dif- 

> ferent vehicle platforms between them, 
“whereas Volkswagen or Fiat have four or 
five basic chassis (the expensive bits to de- 
sign and make) and drive-trains (engines 
and gearboxes); they develop a score of 
models from the same investment. This 
lowers the cost of models for niche markets, 
the only source of growth in saturated mar- 
kets, such as Europe, America and Japan. 
Thus Bmw still consists of two small-— 
and separate—companies with combined 
production of 1m cars, dragging behind the 
rest of the European field; vw makes more 
than 4m cars a year, Fiat 3m, and the 
French companies about 2m apiece. The 
~ gap by itself would be serious, but in a 
world that is being changed dramatically 
by Daimler’s American coup, it could prove 
(> intolerable—even to the fond family own- 
“ers of half the stock. BMw’s plans to add the 
‘luxury Rolls-Royce brand to the top of its 
«range have been frustrated by vw's higher 
‘bid for the British company. Suddenly life 
~is looking a lot rougher for BMw. 
"BMW Officials dismiss talk of a merger 
‘with Fiat, bracketing it with recent unsub- 
stantiated rumours of a takeover by Gen- 
‘= eral Motors. They also point to serious 
“problems of overlap between the Rover 
“range and Fiats models. But then both 
would probably benefit from a thorough 
. - winnowing, Fiat's real interest would be to 
‘team up with the sporty saloons that its 
own Alfa Romeo brand struggles to match, 
for all their flair and style. Fiat’s only inter- 
_. est in Rover would be Land Rover, plus the 
: 10%. of the British market that buying 
BMW/Rover would bring. 

The pressures on European car makers 
to do something dramatic is growing. Hav- 
ing joined Chrysler, Daimler could make 
its next acquisition in Japan. By the time 
< Chrysler shareholders vote on the merger 
“in September, Daimler-Benz will probably 
have signed three collaborative deals with 
“Nissan, a Japanese car maker labouring un- 
der a mountain of debt. Nissan hints at a 
further seven deals by the end of the year. 
. DaimlerChrysler (as the merged company 
» willbe called) could become big in the huge 

Japanese market and strong across the 
whole Asia-Pacific region. At least one other 
European car company.is known to be 
seeking similar bargains in Asia. 

Fiat has twice failed to merge in the past 
14 years. It must be hoping third time will 
be eh Turin eee on htop: 


EEEIEE 











































68 


“Retailing takeovers 


Saks addict 


NEW YORK 


rE IS enough to scare the most ardent fash- 
ion victim: Saks, of Fifth Avenue fame, 
has fallen into the hands of a man who 
(whisper it quietly) replaces his shoes only 
when the soles wear thin. The new owner of 
the luxury retailer is Brad Martin, who runs 
Proffitt’s, a staid department-store chain ca- 
tering more to suburban southern house- 
wives than to New York glitterati. On July 
5th Proffit’s used its highly rated shares to 
buy Saks for $3 billion, thereby doubling in 
size. Does this signify the top of the mar- 
ket—or can Mr Martin make Saks work? 
The omens are not good. Observers fear 
that the current retailing boom is masking 
the industry’s overcapacity, inefficiency 
and high costs. Elegant fashion stores, such 
as Barneys, Macy’s and eee 
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seem to have a particularly perilous finan- 
cial history. By Mr Martin’s own admis- 
sion, Saks was an opportunistic purchase. 
The stockmarket appears to think that 
Saks’s largest shareholder, a Bahrain-based 
investment bank called Investcorp, has 
sold at the right time: Proffitt’s previously 
healthy share price fell a tenth on the day 
after the deal was announced (see chart). 

Mr Martin, the youngest person ever to 
be elected to Tennessee’s state legislature, 
has made a habit of upsetting the form 
book. Through a series of quick acqui- 
sitions, he has quietly turned Proffitt’s from 
a clutch of stores in America’s deep south 
into the country’s fourth-largest. depart- 
ment store chain—behind Federated De- 
partment Stores, which owns Macy's and 
Bloomingdale’s, May Department Stores 
and Dillard’s. And unlike other retailing 
shooting stars, such as Robert Campeau, he 
does not seem addicted to debt. 

Yet even for someone used to acqui- 
sitions, Saks’s 96 stores represent a consid- 
erable mouthful. Proffitt’s is. paying 1.3 
times sales, more than double the rate that 
it has ‘typically paid for so-what. store 





names such as Younkers and Parisian. Tell- 
ingly, Mr Martin is changing Proffitt’s own 
anonymous moniker to Saks Inc. 

Ina business as style-conscious as retail- 
ing, the Saks name is certainly worth some- - 
thing (as Ira Kalish, director of global retail 
intelligence at PricewaterhouseCoopers 
puts it: “Every empire needs a few crown 
jewels”). But Mr Martin will be able to jus- 
tify the acquisition only ifhe can either cut 
costs or increase revenues—hard to do 
when, by most accounts, Saks has been 
fairly efficiently run. 

Simple operational synergies—manag- 
ing the combined group’s credit-card cus- 
tomers in-house, more purchasing clout on 
transport and logistics—-should bring some 
$70m in cost savings next year. But the sort 
of savings in. merchandising that Proffitt’s 
other acquisitions yielded look more re- 
mote this time. Although both buy some of 
the same cosmetics brands, Saks and 
Proffitt’s stores share practically no clothes 
labels. Hilda Frost, a retail consultant who 
also runs an accessories firm, says that 
squeezing costs from suppliers goes against 
the grain for upmarket retailers. which : 
spend a lot of time “holding the hands” of 
promising young designers. 

On the sales front, Philip Miller, the cur- 
rent boss of Saks, argues that Proffitt’s cash 
flow and real-estate portfolio. will speed 
Saks’s plans to open stores, pay for more 
renovations and help take Saks’s name into 
new countries and new retail formats such 
as the Internet. He says the deal will help 
Saks build its mail-order business, Folio, 
into a stable of niche catalogues targeted at. 
the customers of both groups. 

These plans look risky. Though direct 
mail has worked well for luxury and mid- 
priced goods, catalogues may not be the 
right conduit for Proffitt’s more standard 
fare. More of a worry is the risk of rapidly 
expanding a retailing business ahead of a 
potential economic downturn.” And 
spreading the Saks name too widely could 
weaken its brand: crown jewels, even ex- 
pensively garnered ones, can quickly lose 
their sparkle if they are not polished. 

Mr Martin, who -says that he will keep 
Saks.as an autonomous division run by its. 
current management, seems aware of some ~ 
of these dangers. It remains to be seen 
whether a man more used to Tennessee 
politics than to being nice to Calvin Klein 
will know how to handle a brand such as 
Saks. Selling $20 sweatpants in Coralville, . 
lowa, and a $285,000 sable coat-on Fifth 
Avenue ask for different frames of mind. 
Hope Condon, a customer at Saks Fifth Av- 
enue for over 50 years, is worried. “I re- 
member you used to sit on a velvet stool 
and have a lady fetch what you wanted to. 
see. They understand what service is about. 
Proffitt’s? I've never heard of it. Does it have: 
one “f” or two?” ? 
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come the third-biggest satel- 















Satellites 
Stars and gripes 


N GEOSTATIONARY orbit, at 29° East, 
lies the most fought-over piece of real-es- 
- tate in space. Société Européenne des Satel- 
lites (ses), Europe’s dominant satellite sys- 
tem, claims it; but Eutelsat, its increasingly 
uppity competitor, says it got there first. 
The bitterness of this row is a sign of the 
increasingly fierce competition in a market 
that ses, with its Astra satellites, used to call 
its own. Investors who bought into sEs’s ini- 
tial public offering this week expecting the 
future to be as profitable as the past are 
> likely to be disappointed. 
> Eutelsat, owned by a collection of Euro- 
pean telecoms firms, got into the market 
first, but ses, a private-sector venture that 
> was started and is still partly 
owned by Luxembourg’s gov- 
. ernment, was the first to see 
the potential of direct-to- 
home television. It invented 
_. “hot birds”, whereby several 
< satellites operate from a single 
geostationary position, beam- 
ing hundreds of channels to 
people's satellite receivers; it 
thus overtook Eutelsat to be- 


lite operator in the world. ses 
“now owns two of the three big- 
gest pay-tv markets in Eu- 
rope, Britain and Germany, 
while both operators have a 
slice of France. 

Right now, ses is riding high. Its listing, 
of 15% of its shares, was six times over-sub- 
scribed. Given its recent performance, that 
is not surprising. In 1997, profits before in- 
terest, tax and depreciation were 80% of 
» gales; and sales were up 28% on 1996. 

Dominant firms have a huge advantage 
in satellite broadcasting. Once all the 
dishes in one country are pointing at a par- 
* ticular satellite, they are likely to stay that 
way, and others have little chance.of break- 
ing into the market. And for broadcasters 
= trying to get their programmes to viewers, 

` being carried by the right satellite is every- 
thing. Broadcasters want to be in a good 
“video neighbourhood”, a corner of the 
skies at which most of the viewers’ dishes 
will be pointing. Right now, Astra has the 
smartest addresses in Europe. 

Change, however, gives its competitor a 
chance; and there are big changes afoot in 
Europe's satellite market. “Astra has had a 
nice easy ride so far,” says Meredith Amdur 


of tv International, an industry newsletter; 


“but things are going to get a lot tougher 

from-now on.” 

_. Forastart, in rich countries people may 

- -already have about as much pay-television 
< as they want. The spread of satellite televi- 
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sion in Britain, for instance, has stalled. 
And in the markets yet to be colonised, 
Eutelsat has suddenly begun to show some 
form. In March it signed a new digital tele- 
vision service for Greece; and in June, Ca- 
nal Plus, Europe’s biggest pay-Tv company, 
announced that it was giving Eutelsat its 
business in Poland. 

Eutelsat is beginning to get its act to- 
gether. It is hobbled by its origins, as the off- 
spring of a committee of telecoms compa- 
nies; and it has a board on which all 46 of 
its signatories are allowed to sit. Yet it is 
now turning itself from an international 
organisation into a private company, and 
will itself probably list its shares shortly. 

Eutelsat is also fighting back on price. 
Prices vary according to the size and impor- 
tance of the customer (Rupert Murdoch 
does not pay top whack), and satellite oper- 
ators are highly secretive about their rates. 





But, according to Peter Senger, chief engi- 
neer at Deutsche Welle, a German broad- 
caster, Eutelsat is generally cheaper than 
Astra these days. 

The battle over 29° East is typical of 
Eutelsat’s new determination. Eutelsat was 
allocated the slot years ago, for a project it 
eventually abandoned. But when ses an- 
nounced that its digital services would op- 
erate from 28.2’ East, Eutelsat’s interest in 
the position mysteriously revived. Since 
geostationary slots need to be 3° apart, the 
two claims are incompatible. Eutelsat 
parked a satellite at 29° East that was on its 
way to its 13° East slot, and says that it has 
thereby established rights of ownership. SES 
says this is nonsense. The International 
Telecommunication Union is due to pass 
judgment shortly; if it decides that the two 
should share frequencies, sEs’s ambitious 
plans for the position will be curtailed. e 

Whatever happens in this real-estate 
row, things will get harder for ses. As the 
growth in the television business slows, sat- 
ellite operators are increasingly looking to 
new services, such as pumping the Internet 
into people’s houses more quickly than it 
goes down the telephone lines, or sending 
information between offices. Both ses and 








Eutelsat have started offe 
transmission services; but. t 
on to which the world’s huge telecoms 

firms, as well as the cable companies, are a 
converging. Comfortable margins such as... 
ses’s will not last for long. es 
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Software 


Revenge’ l 


















SAN FRANCISCO 


HE software. 

Titanic is about 
ger ship. So far engin 
powerful computer 
veloped by volunteers, 
hind-the-scenes tasks 
fects for a Hollywood 
Linux could break int 
computer market~at th ense of Win- i 
dows NT, Microsoft’s operating system for’: 
workstations and corporate networks. ` 

Even the brightest stars of the informa- 
tion-technology universe are turning to: 
Linux. Oracle, a database firm, is planning 
to offer Linux versions of some of its so! 
ware. Sun Microsystems already uses the 
program for low-end workstations. 
might soon do the same for its hardw: 
recently announced its support for Apack 
a leading Web-server program that often 
runs on Linux). Bi BS 

Even without such endorsements, 
Linux has achieved a measure of success. In. 
only a few years, the program has evolved. 
from a hacker's toy into software that is, at 
least in part, technically superior to Win- 
dows NT. Most of the credit goes to Linus 
Torvalds, a 28-year-old Finn who wrote the 
first version of Linux as a student in Hel- 
sinki in 1991. He still co-ordinates the 
development of its software “kernel”. 

Mr Torvalds may be even more original 
with business than he is with bytes. From 
the beginning, he has given his software 
away. Turning Linux into an “open source” 
has recruited others to improve it. The 
Linux subculture is a team of thousands of 
volunteer programmers across the world, 
most of whom have never met each other 
and communicate only by e-mail. 

The Linux world is close to being a true 
meritocracy. When programmers write 
code for Linux, it gets extensively scruti- 
nised by their peers. Only the best patches 
are incorporated into the operating system. 
Success boosts the reputation ofa contribu- 
tor—and his or her chances of landing a 
good job with a computer company. Mr = 
Torvalds himself now works for Trans- 
meta, a chip-design firm in Silicon Valley. 

Users also. benefit. Anybody cani- 
download the program from the Internet, 
































































© passit on, even make changes to it—but not 
sell it. The only way to earn money on 
“¿Linuxis to provide additional services. Two 
software firms called Red Hat and Caldera, 
~. forexample, offer tested versions of the pro- 
|-> gram along with installation support. 
Despite its hacker origins, Linux is in- 
creasingly dependable. The number of us- 
ers is hard to calculate, since the software is 
free and many engineers install it without 
_ telling their superiors. But some estimates 
"put it as high as 6m. And it is growing by 
more than 20% annually, according to IDC, 
a research firm. Linux is already used by 
most Internet-service providers and, out- 
side America, is becoming one of the most 
“popular versions of Unix, the software fam- 
ily to which it belongs. 
No professional operating system gets 
"better grades from users, according to Data- 
pro, another consultancy (see chart). They 
< appreciate its performance and its reliabil- 
ity. The software can give an old pc a new 
lease of life by turning it into a fairly good 
server for Web pages or a printer network. 
That success, however, underscores its 
limitations. In companies Linux is used 
mainly on low-end servers. It has barely 
reached the desktop, where Windows 
reigns supreme..Compared with Micro- 
softs. operating system, Linux still has 
lrawbacks, Only Unix buffs find it easy to 
install; developers are still bickering over 
the best graphical interface; and many pop- 
-ular application programs do not run on it. 
~~ Even if these problems are solved, 
Linux will need help to break into the 
mainstream of corporate computing. Man- 
agers.are leery of software developed by vol- 
< ünteers, If anything goes wrong, who is to 
blame? Using Linux carries a risk. Nobody 
-Was ever fired for buying Microsoft. 
___ The news from Oracle, Sun and the rest 
goes a long way towards making Linux re- 
spectable. But the real question is how 
much weight these companies will throw 
behind it. Of the large software firms, only 
Netscape and Corel have so far pledged full 
support. Yet it would be curious if the oth- 
ers held back, since Microsoft’s competitors 
seem always to be looking for a way to stop 
Windows. For Linux to have a chance 
against the battleship from Redmond, it 
needs a powerful escort fleet. 
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A nuclear waste 


T best-laid plans can go awry, as Swe- 
den’s government can wearily attest. If 
all had gone as intended, on July ist it 
would have celebrated the closure of a nu- 
clear reactor named Barseback-1. But the 
plant's owner, Sydkraft Ap, did not want to 
join the party. It visited its lawyers instead, 
and last month Sweden’s Supreme Admin- 
istrative Court agreed to adjudicate on 
whether the government had the right to 
send Barseback to an early death. 

Within spitting distance of the cities of 
Copenhagen and Malmo, Barseback-1 is 
not well sited. The anti-nuke Danes con- 
sider the place an abomination. In 1993, 


when Barseback-1 went back online after a 








layoff, the interior minister even suggested 
that Denmark should retaliate by invading 
the provinces that Sweden filched in 1658. 
(A Swedish minister threatened a counter- 
attack of fermented herring.) Yet the 
600mw plant-has run smoothly since it 
was commissioned in 1975. The Swedish 
government concedes that the reactor is 
safe, productive.and has years of useful life 
left. America’s Energy: Information Admin- 
istration estimates that it will cost $1.2 bil- 
lion-2.7 billion to close the place down. So 
why is the plant under threat? 

The answer is that the ruling Social 
Democrats are trying to keep a campaign 
promise they must wish they had never 
made. In 1994, seeking the support of the 
anti-nuclear Left, Green and Centre parties, 
the spp promised that at least one of Swe- 





| . 
Along half-life 
| BORGO SABOTINO AND TRINO VERCELLESE 


F ITALY is anything to go by, Sweden 

may well find it cannot simply wish 
nuclear power away. The Italians have 
not produced.a watt of nuclear power 
| since 1987, but somehow it still seems to 
| cost them money. 

In May the country’s energy regulator 
published a report dealing with the costs 
of abandoning nuclear power. The tally: 
12.2 trillion lire ($6.8 billion) has been 

| paid so far to contractors and to ENEL, 
| the state electricity corporation. This cov- 
| ers the costs of decommissioning old re- 
| actors and of cancelling a project that 
| was three-quarters complete. At least an- 
| other 3.1 trillion lire is owed. 
l Money is not the only problem. Italy 
_ has to decide where to store its radioac- 
tive waste. Almost 200 tonnes of fuel are 
sitting in a plant in Caorso, south-east of 
| Milan; another 100 tonnes are at another 
| site in northern Italy. A further 1,000 
| tonnes of fuel now stored at Sellafield in 
Britain must one day be shipped back to 
Italy. The government has not the faint- 
est idea what to do with it; even the poor- 
est regions have so far proved unwilling 
to be bribed to play host to a national ra- 
dioactive waste store. The industry min- 
istry is trying to persuade regional gov- 
ernments to be more accommodating. 
Italy’s nuclear history is short and in- 
| glorious. Borgo Sabotino, a sleepy coastal 
` e hamlet 80 kilometres south of Rome, not 
far from the site of Nero’s and Cicero's 
seaside villas, was host to Italy’s first 
commercial nuclear power station. A 
200MW Magnox plant began generating 
electricity there in May 1963; it produced 
its last power in 1986. Nowadays, the 
grass grows shin-high within the power 
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station’s security fence, the paintwork is 
peeling and the cement. crumbling. 

A second commercial plant at Gari- 
gliano, near Naples, was opened in 1964 
and closed. permanently in 1978 after 
scares about the risk of earthquakes at 
the site. Commercial plants at Caorso 
and Trino Vercellese were shut in 1986 
and 1987 respectively, casualties. of 
Chernobyl and anti-nuclear referen- 
dums in 1987: more than 80% of voters 
were against nuclear power. Construc- 
tion of a nearly finished fifth plant, a 
2,000MW. monster at Montalto di Cas- 
tro, about 110 kilometres north of Rome, 
was halted after the referendums. 

The. power gap has been covered in 
part by new gas plants. Italy's largest 
combined-cycle plant opened on June 
22nd—on a site that was.once prepared 
for a nuclear reactor. Electricity demand 
is also being met by imports, which: ac- ; 
count for about 14% of supply. This. 
power comes from France. Naturally, itis 
generated by nuclear plants. ; 
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Hong Kong International Airport 
The vision is now a reality 


It began with a bold vision. An airport to strengthgn Hong Kong’s position as the aviation hub of Asia and 
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den’s 12 nuclear plants would 
be phased out by the next elec- 
tion. The pledge was a curious 
one. The blue-collar trade 
unions, a crucial spP constitu- 
ency, oppose it. Swedish in- 
dustry, which is used to some 
of the cheapest power in the 
world, is furious. Even the 
public appears to be unenthu- 
siastic. Opinion polls suggest 
that only 20% of Swedes fa- 
vour closing down nuclear 
plants ahead of schedule; 60% 
want them closed only when 
they run down. A fifth of 
Swedes even favour building 
a few more. 

The spp, however, needed 
the support of the smaller par- 
ties to form a government— 
and knew that these allies 
were restive at the spp’s rather 
austere economic policies. So 
it tossed them a nuclear bone. 
The right-wing opposition 
disagrees with the decision to 
close Barseback, but has not 
made much of the issue in the 
approach to the September 
election: it, too, is courting the Centre Party. 

This is not the first time that Swedish 
politics has been caught in a nuclear tangle. 
Although about half of Sweden’s power 
comes from reactors, it has never been at 
ease with nuclear technology. The Centre 
Party first called for the abolition of nuclear 
power in 1976 in what became known as 
the “nuclear election.” Four years later, just 
after the accident on Three Mile Island, a 
referendum was held in which two-thirds 
of voters agreed that nuclear power should 
be phased out gradually; the rest favoured 
doing so more quickly. 

Even at the time, nobody thought this 
non-binding vote required the early clo- 
sure of functioning plants; in fact, six 
plants came on stream after it. But follow- 
ing the vote, the Social Democratic govern- 
ment agreed to abolish nuclear power by 
2010—when many of the plants were ex- 
pected to be nearing the end of their pre- 
sumed 25-year lifespan. 

By 1991 it had become apparent that the 
plants could last much longer, for a total 
life of perhaps 50 years. So the government, 
at that time run by the right-wing “Moder- 
ate” party, again changed course, removing 
the deadline and declaring that the plants 
would be phased out in line with their 
lifespan. 

The latest shift was to pledge that 
Barseback-1 would close by July this year, 
Barseback-2 by 2001, and the rest be retired 
gracefully. But the government reckoned 
without Sydkraft, the country’s largest inde- 
pendent power generator, which is fighting 
the decision on all fronts. To the European 
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Radioinactive? 


competition authorities, it is arguing that 
the closure of private-sector nuclear plants 
unfairly boosts the dominant market posi- 
tion of the state-owned utility, Vattenfall. 
To the Swedish courts, it is arguing that no 
environmental assessment was made, and 
that the law was imposed retrospectively. 
And to the government, it is arguing that if 
its plants are closed, it will lose 1.200mw of 
generating capacity that should be made 
up by alternative generating plant that is as 
cheap and as clean as what it is losing. 

That will be difficult. The government 
has proposed a mix of conservation, natu- 
ral gas and non-hydro renewables to re- 
place Barseback’s power. (Large-scale hydro 
development was ruled out in the 1970s for 
environmental reasons.) None meets Syd- 
krafts criteria. Renewable technologies, 
such as wind power, wave power and bio- 
mass power, are a tiny part of the energy 
mix, and are more expensive than nuclear 
power. Ragnar Lofstedt, a Swedish aca- 
demic based at the Centre for Environmen- 
tal Strategy in Britain, estimates that even 
with subsidies, windpower is unlikely to re- 
place more than 0.3% of nuclear’s capacity 
by 2005. Biomass power plants are the gov- 
ernment'’s favourite renewable, but envi- 
ronmentalists now criticise them for theér 
effect on biodiversity. Natural-gas plants 
are cheaper than renewables but emit 
greenhouse gases, which nuclear power 
plants do not. 

Another option is to buy more electric- 
ity from the Nordic power pool. But that 
could encourage more output from Den- 
mark’s coal-fired plants, which are already 
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blamed for spilling acid rain on Swedish 
forests, and perhaps also from nuclear 
plants in Russia and eastern Europe. 
Disliking nuclear power is easier than do- 
ing without it. 








The environment 


Chewing on 
the issue 


HILDREN’S toys, bath-time ducks and 

babies’ teething rings may kill—or so 
Europe’s consumers are told. The common 
ingredients in these products are phthal- 
ates, a class of chemicals added to pvc to 
make plastic flexible. Across Europe envi- 
ronmental groups have been lobbying for 
bans on such “soft pvc” in children’s toys, 
arguing that, ifchewed, it may cause cancer, 
kidney damage and other illnesses later in 
life. Many chemical firms and toy produc- 
ers say this is nonsense. 

Europe is making a habit of such con- 
troversies. Phthalate phobia comes in the 
wake of mad-cow disease and resistance in 
Europe both to genetically modified crops 
and the use of growth hormones in cattle. 
In America, toy manufacturers agreed to 
avoid one particular type of phthalate in 
the mid-1980s; but other types of phthal- 
ates are still widely used there, and in re- 
cent years there has been little public con- 
cern about them. Moreover American 
consumers have hardly batted an eyelid at 
genetically modified crops; nor are they 
worried about growth hormones. The big 
question for firms is: are European con- 
sumers especially prone to technophobia? 

European regulators are hedging their 
bets. In June the European Commission 
backed away from a Europe-wide ban—at 
least until further scientific research had 
been completed. But it also urged national 
governments to take a closer look. Den- 
mark and Spain have already banned cer- 
tain toys from the market; other countries, 
including Austria, may follow. 

Any European bans would have their 
greatest impact on the toy industry, which 
includes big American firms such as Mattel 
and Hasbro. Trade groups estimate that the 
cost of a total prohibition, including writ- 
ing off investments in moulding machines, 
could reach 2 billion ecus ($2.1 billion). 
Manufacturers of pvc, such as Belgium’s 
Solvay, and makers of phthalates, such as 
Germany’s BASF, would feel less pain: most 
soft pvc is used for other things and toys 
account for less than 1% of the demand for 
either product. But such firms still do not 
want to concede ground on what they see 
as a matter of scientific principle. 

As so often in such things, the science is 
uncertain. Phthalates have been used in 
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toys for over 40 years. Rats and other ro- 
dents have been dosed with large quanti- 
ties of the chemicals, and have been found 
to develop tumours and other complaints. 
Such tests are controversial. Humans, un- 
like the test rats, typically ingest minute 
quantities of phthalates over many years. 
All sorts of substances will cause cancer if 
given to rats in large enough doses. Many 
scientists believe that the biological mecha- 
nism by which phthalates cause illnesses in 
rodents does not operate in humans. 
Another big uncertainty is the rate at 
which phthalates escape from toys into the 
mouths of children who chew them. Only if 
it turns out to be relatively high is there 
likely to be any danger. Scientists in the 
Netherlands are now trying to establish a 
reliable method of measuring this rate. 


Their experiment involves testing the sa- 
liva of humans who have volunteered, 
sanely or not, to chew on soft pvc. 

Scientific uncertainty, of course, is not 
necessarily an excuse for inaction. When it 
comes to babies’ health, it may be wise to 
err on the side of caution. Yet it remains cu- 
rious that the same evidence about phthal- 
ates arouses so much less concern in Amer- 
ica. Perhaps Europe’s consumers are 
indeed more risk-averse. Or perhaps Eu- 
rope’s politicians and regulators are trying 
harder to search out and regulate away 
small risks. Interestingly, the politician 
who has been pushing hardest for an EU- 
wide ban on phthalates is Emma Bonino, 
an Italian commissioner. She was put in 
charge of consumer and food safety in the 
wake of the mad-cow debacle. 





The tobacco wars 


Looking for a landmark 


NEW YORK 


After a sojourn in Washington, DC, the tobacco industry is now back in the 
courts. How well-manned are its defences? 


IKE a smoker about to quit who has lit 
up again (and can’t stop complaining 
about it), America’s great tobacco war has 
quietly resumed. With a grand tobacco set- 
tlement now a burnt-out fag-end in Wash- 
ington, the struggle has returned to the 
courts—and the first big class-action law- 
suit by smokers has come to trial. Amid the 
familiar talk of “landmark decisions”, the 
legal ground seems to be shifting. 

The new trial, which began in Miami 
on July 6th and is known as the Engle case 
after the first of its six representative plain- 
tiffs, is on behalf of all smokers in Florida 
who were injured by their addiction to cig- 
arettes. Some 100,000-200,000 smokers in 
the state (or, at least, their self-appointed le- 
gal representatives) are seeking $100 billion 
in compensatory and punitive damages. 

The Engle trial has plenty of individual 
quirks. But, just like the failed settlement in 
Washington, it can be understood only 
against the background of the wider to- 
bacco war. That struggle has always had re- 
curring themes (cant, greed and self-pity 
among plaintiffs; mendacity for defen- 
dants). Now, thanks to an onrush of claims 
(see chart), it has become a peculiarly dis- 
persed affair, with all sorts of claimants, in- 
cluding entire cities and Indian tribes. 
There are five main battlegrounds: 

e The attorneys-general of around 40 
states are suing the tobacco companies for 
the health-care costs of treating cigarette 
smokers. The cigarette firms have already 
settled with four states: Mississippi, Flor- 
ida, Texas and Minnesota. The most recent 
deal saw Minnesota extract $6.6 billion: 
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Edward Sweda at North- 
eastern University in Bos- 
ton reckons that if this deal 
were repeated across the 
rest of America, the ciga- 
rette firms’ bill could be 
around $500 billion. The 
next big test is the suit 
brought by the state of 
Washington in September. 
¢Insurers and union 
health plans have jumped 
into the states’ slipstream. 
So far the union health 
plans, which the tobacco 
firms like to accuse of com- 
plicity with anti-smoking 
Democrats in Congress, 
have won nothing. But in 
Minnesota’s settlement, 
$469m was reserved for 
Blue Cross/Blue Shield, an 
insurer. Like the attorneys- 
general, these cases suffer 
from the weakness that the 
insurers can, in theory, 
claim money only if the to- 
bacco firms are liable for 
smokers’ illnesses (a res- 
ponsibility that has rarely 
been established). The dif- 
ference is that, unlike the 
states, the insurers lack po- 
litical clout. 

e Many class-action suits 
are on behalf of passive 
smokers. There has been 
only one victory—again a 





settlement. In October 1997, Stanley and 
Susan Rosenblatt, the Miami attorneys 
who are pleading in the Engle lawsuit, won 
$350m for America’s flight attendants (the 
money will go to the lawyers and a fund for 
research into smoking-related diseases). 

e So far lawyers for individual smokers 
have seldom persuaded juries that their ill- 
nesses were the tobacco companies’ fault. 
One case, from 1988, was soon overturned. 
The only two recent cases have both been 
won by Norwood Wilner, a Floridian law- 
yer who has 150 individual cases pending. 
The first, a $750,000 verdict against Brown 
& Williamson (Baw) in 1996, was struck 
down last month on technical grounds (it 
was filed too late). But in the same month 
Mr Wilner won $1m from Baw, part of Brit- 
ain’s B.A.T Industries, on behalf of Roland 
Maddox, a smoker who filed on time. B&W 
is appealing. 

¢ Attempts to launch national class-action 
lawsuits on behalf of smokers have failed, 
partly because the courts have decided that 
American smokers are too different to be 
grouped together. Smoking kills around 
430,000 Americans a year, but in many 
cases the link with death is hard to prove: 
for instance, a smoker who dies of heart dis- 
ease may also be an over- 
eater (or drinker). 

In the Engle suit, the 
courts have so far tolerated 
the idea that Floridian 
smokers may be suffi- 
ciently similar to allow the 
case to be heard, but the 
trial still promises to be 
long and complex. Because 
of the size of the class, jury 
selection is already prov- 
ing difficult. The trial will 
be spread over three 
phases, all apparently tai- 
lor-made for delays and, if 
necessary, subsequent ap- 
peals by the tobacco firms. 


Smoke in your briefs 

Big Tobacco says it will 
fight all these foes. Indeed, 
it was the confidence that 
it could win a better deal 
for itself in the courts that 
persuaded the industry to 
lobby against the pro- 
posed settlement in Wash- 
ington. In June 1997 the to- 
bacco firms had agreed to 
pay $368 billion over 25 
years in a deal with some 
40 state attorneys-general 
that would not only have 
settled all state lawsuits, 
but also prohibited both 
class-action suits and pu- 
nitive damages. The final 
offer from Congress omit- 
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ted such protection; and it raised the bill to 
$516 billion. 

The legal settlements the industry put 
forward during the negotiations in Wash- 
ington were, it hints, offered only for politi- 
cal reasons—and can be withdrawn now 
the settlement has collapsed. Yet in the 
meantime the evidence against the compa- 
nies has been building. 

The Engle plaintiffs will use the same 
documents dug up by the state of Minne- 
sota and by Mr Wilner. Ever since a re- 
searcher at B&W “blew the whistle” on the 
industry by leaking internal documents, 
evidence has grown that the firms knew 
more about the harmful effects of smoking 
in the 1950s and 1960s than they have let 
on. Many of these documents are now 
available on the Internet. 

The tobacco firms still claim not only 
that this evidence is unrepresentative but 
that Americans have known that cigarettes 
might be dangerous since the 1950s. Daniel 
Donahue of R.J. Reynolds says that the com- 
pany’s polling indicates that most prospec- 
tive jurors still think that people choose to 
smoke and know the risks. But another 
thing does worry him: the psychological ef- 
fect of the various settlements that the to- 
bacco industry has made. Americans may 
think that the fact that the tobacco compa- 
nies have been prepared to make deals 
with some enemies implies an acknowl- 
edgment of guilt. 

Ultimately both sides still have an inter- 
est in a broader settlement. The industry is 
already spending a reported $600m a year 
on lawyers’ fees alone: as that sum rises, so 
will pressure to draw a line under it. The 
trial lawyers may conclude that class-ac- 
tion litigation takes too long. Even smaller 
suits against industries, such as the asbestos 
and breast-implant businesses, have paid 
out only after agreed deals. 

Both the plaintiffs and the defendants 
in the tobacco cases will also keep half an 
eye on Washington. The Democrats have 
talked about making the Republicans’ re- 
fusal to push through the tobacco settle- 
ment a focal point of the November mid- 
term elections. And the tobacco firms are 
pointing out that the two anti-smoking 
lawyers that live in the White House have 
only two years left on their lease. 

— | 





Shipbuilding 
Washed up 


GDANSK AND SZCZECIN 


OMETIMES friends in high places are 
no help at all. Nowhere in Poland was 
better connected than the shipyard at 
Gdansk after Lech Walesa, an electrician at 
the yard, became Poland's Solidarity leader 
and, later, its president. Yet despite soft 
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When Gdansk rode high 


loans and job guarantees, the yard at 
Gdansk now faces closure. Meanwhile 
poor friendless Szczecin, a shipyard along 
the coast, is going from strength to strength. 

Gdansk has seen a series of failed rescue 
bids. The latest was announced at the start 
of this year, when the yard’s liquidator 
promised Gdansk would be sold by the end 
of June. That deadline came and went, 
bringing four bids, but no sale. The ship- 
yard sits on 150 hectares of prime land in 
what is becoming a boom town. It has 
fallen prey to local politicians greedily eye- 
ing its real estate. 

If the Gdansk shipyard does end up as 
office buildings, nobody should be sur- 
prised. Gdansk has spent the past 20 years 
playing politics rather than building ships. 
It was a strike there in 1980 that spawned 
Solidarity’s trade-union revolution. When 
Solidarity itself took power in 1989 it tried 
to cushion the Gdansk yard from restruc- 
turing by guaranteeing the yard’s bank 
loans. That meant the yard could keep on 
making ships, often on hopelessly uncom- 
mercial terms. Gdansk’s post-communist 
policy was to preserve jobs at all costs. 

Reality struck when Mr Walesa was 
swept from power in late 1995, to be re- 
placed as president by a reformist ex-com- 
munist, Aleksander Kwasniewski. With 
left-wingers also dominating parliament, 
Solidarity bastions such as Gdansk faced a 
difficult future. Within months the yard 
was declared bankrupt. 

Gdansk had failed to reform working 
practices, and its productivity lagged be- 
hind that of other Polish yards. Worse, the 
yard faced crippling working-capital shore 
ages, because it never bothered to restruc- 
ture its debt. Ships took three years to build 
(not helped by frequent strikes at the mili- 
tant yard), incurring crippling penalties for 
late deliveries. The plug was finally pulled 
when Bank Handlowy, then a state-owned 
bank, refused to lend the yard any more 
money without state guarantees. All of its 
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6,500 workers were fired. 

By contrast, Szczecin was the poorest, 
worst-connected and worst-equipped of 
the Polish yards in Communist times, 
churning out vessels for the Soviet Union, 
while Gdansk concentrated on more glam- 
orous passenger ships. Szczecin had a sim- 
ple choice in 1989: restructure or go bust. 

Szczecin made two crucial early moves. 
First, while Gdansk continued as a general- 
ist yard, Szczecin decided to specialise. It 
took advantage of a shift in demand to- 
wards smaller container ships. Its position 
close to the German border gave it custom- 
ers. Szczecin now has orders stretching into 
the next century. Concentrating on a single 
vessel type helped to boost productivity, as 
the yard refined its production methods 
and rejigged workers’ pay to reflect quali- 
fications and experience. 

Szczecin also sorted out its finances, 
haggling with its bankers to delay repay- 
ment of $150m of debt. Over the past nine 
years it has generated enough cash to pay 
off most of this debt, even while ploughing 
more than $75 million into new equip- 
ment. Again, concentrating on small ships 
helped because the upfront costs are much 
smaller than for larger vessels. As a result, 
while Gdansk went under, Szczecin has be- 
come the fifth-biggest yard in the world, 
and has been profitable for the past six 
years. 

Few now believe that Gdansk has a fu- 
ture as a shipbuilder. It has replaced none 
of its old equipment and has lost too many 
of its skilled workers to survive—nobody 
wants to stay at a yard that seems doomed. 
Among the latest bidders for the yard is the 
third Polish shipyard, Gdynia, which wants 
Gdansk for its steel-working capacity. If 
Gdynia wins the tender, it will use Gdansk 
to make sections of ships being built at its 
own yard. That would leave a nice big 
chunk of those 150 hectares free for office 
buildings. 
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The father of invention 


Alfred Mann, aerospace technician turned biomedical engineer, is a pioneer of southern 
Califomia’s entrepreneurial revival. Now he wants to help others follow in his footsteps 


HERE is no better way to appreciate the 

boom in American business than to 
study the country’s philanthropy. That busi- 
ness celebrities can make a habit of giving 
away millions of dollars is hardly a surprise. 
More noteworthy is the fact that people no- 
body has ever heard of can suddenly give 


Alfred Mann is hardly a name to con- 


been his home town for more than 40 years. 
He might find it hard to get the best table in 


rants, let alone an invitation to one of its 
classier Oscar parties. Yet earlier this year he 
announced that he is giving away $200m, 


nia (usc) and half to the University of Cali- 
fornia at Los Angeles (UCLA). Who, asked an 
incredulous Los Angeles Times, is this 
Mann? And why does he have so much money? 

Now in his 70s, Mr Mann’s particular genius has been to stay 
one step ahead of the fast-changing southern Californian econ- 
omy as it moves from a heavy dependence on industries such as 
aerospace to its current entrepreneurial exuberance. He got his 
first big break thanks to the military-industrial complex. While 
he was still doing his doctorate in physics (and working part- 
time for Technicolor) his research in electro-optical technology 
caught the attention of the military. He could have become an 
organisation man. But he was the sort of child who makes 
money selling lemonade while his pals are playing in their 
sandpits. Instead of joining an aerospace giant, he persuaded 
the army to help him establish his own company, Spectrolab. 

The military remained Spectrolab’s biggest client for almost 
two decades. His commissions included the solar cells that 


| powered America’s first space probes. But Mr Mann grew impa- 
| tient with military work. The level of waste was dispiriting. The 
| contracts were so large that a single cancellation could wreck a 


small company. And politics often counted more than merit 


| when it came to awarding contracts. 


Much of his military work had focused on how to power so- 
phisticated electrical systems while they were millions of miles 
from earth. As the 1960s wore on he began to consider whether 


| his expertise could be used to prolong the life of heart pacemak- 
| ers, which then lasted only 18-21 months. In 1969, almost two 


| founded a company that was designed 


decades before defence conversion became fashionable, he 





public in 1995 and has since boomed (see 
chart), with revenues of $99.5m in 1997. He 
is also head of two private companies, Ad- 
vanced Bionics, which specialises in neuro- 
stimulation, and the Medical Research 
Group, a research foundation. 

Everything Mr Mann does is character- 
ised byan American brand of optimism. He 
claims that Advanced Bionics is developing 
a cochlear implant that can restore hearing 
to the profoundly. deaf. Another -work-in- 
progress would help paraplegics to get out 
of their wheelchairs. But his most promis- 
ing immediate project is for treating dia- 
betes. MiniMed produces tiny pumps that 
deliver shots of insulin. It is also developing 
a monitor that will allow diabetics to keep a 
constant watch on their blood-glucose lev- 
els, without having to prick their fingers sev- 
eral times a day. The aim is to combine 
these two devices, creating what is in effect an artificial pancreas. 

Some 2,500 companies making medical devices are now es- 


tablished in southern California, up from just a handful when | 


Mr Mann first became intrigued by pacemakers. But how do you 
make sure that such a cluster can keep growing? How do you give 
young entrepreneurs a start in life? And how do you help them 
to translate their bright ideas into sellable products? 

Mr Mann thinks that one of the answers to these questions is 
to be found in local universities—provided they can be per- 
suaded to overcome their traditional distaste for things practi- 
cal. He is currently moving his biggest company to California 
State University at Northridge. The main point of his donations 
to usc and UCLA is to build biomedical institutes that will act as 
bridges between industry and the ivory tower. 

Unfortunately, Mr Mann may find the exercise surprisingly 
frustrating. The highest calling of academics is the theoretical 


research that wins them the admiration of their colleagues and. | 


secures the votes of tenure committees. The second-highest is 
dithering: using universities to reduce the time it takes to turn an 
idea into a finished product is akin to asking the Mafia to reduce 
corruption. Mr Mann has already had some experience of this. 


He only decided to give $100m to usc because his alma mater, | 


UCLA, had been hesitating about accepting a similar gift for al- 
most a decade. 


Stanford University, with its links in Silicon Valley, has | 


proved that universities can play a vital role in promoting entre- 
preneurship. And Mr Mann is a tough- 





to do just this. 

Pacesetter was the first of a series of 
increasingly ambitious start-ups. Mr 
Mann is a compulsive tinkerer, even de- 
signing the hydraulics on the gates to his 
Los Angeles estate. He has set up half-a- 
dozen firms so far—all of them suc- 
cesses—and has the look of a man who 


minded fellow who has detailed plans 
for his institutes. They will be large, each 
employing more than 100 people, in- 
cluding graduate students. They will li- 


(not just Mr Mann’s) for commercial 


ents to generate a steady stream of in- 





does not mean to stop yet. He sold Pace- 
Setter in 1985 to Siemens, a German con- 
glomerate, for about $150m. His biggest 





come for their host universities. Univer- 








operation now is MiniMed, which went 
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likely to be worse than the military. 
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cense their ideas toa range ofcompanies | 


exploitation. And they will use their pat 


sities may not be perfect incubators for 
biomedical technology; but they are un= | 
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Some dangerous curves ahead 


The economic expansions in both America and Britain are showing signs of 
faltering. Will they land softly or with a nasty bump? 


VER since Joseph advised the pharaoh 

to expect seven years of plenty followed 
by seven years of lean, seers have tried— 
with rather less success—to predict eco- 
nomic upturns and downturns. America 
has had its seven fat years. It is now in its 
88th month of uninterrupted growth; in 
December this recovery will become its 
longest ever in peacetime. Britain’s streak 
of prosperity, which began in 1992, is over 
six years old. While the two.economies are 
on differing paths, both expansions are be- 
ginning to creak with age. 

Economic forecasts produced by feed- 
ing numbers into complex models are no- 
‘toriously bad at predicting turning points, 
because they tend to extrapolate the recent 
past. A better way to spot a coming down- 
turn is to-scrutinise indicators that have 
given reliable warning signals in the past. 
‘Many of these confirm that both econo- 
mies are slowing—and they suggest that 
Britains may be headed into recession. 

‘Britains manufacturing sector is al- 
ready officially in recession, having con- 
tracted for two consecutive quarters. A 
‘strong exchange rate and the slump in Asia 
are largely to blame. Those same factors are 
beginning to. choke manufacturing in 
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America, where the latest survey from the 
National Association of Purchasing Man- 
agers suggests that manufacturing activity 
has started to shrink. But manufacturing 
accounts for less than one-fifth of total out- 
put in both America and Britain. And both 
countries’ service sectors are still growing 
strongly. Domestic demand remains buoy- 
ant, supported by rapid real wage in- 
creases, easy access to credit and gains in 
wealth as a result of higher share prices. 
Three leading indicators, however, sug- 
gest that the good times may not keep roll- 
ing quite so strongly: 
+ Profits have in the past been a good pre- 
dictor of growth. If profits falter, firms re- 
spond by cutting investment or jobs. In ad- 
dition, falling profits reduce share prices, 
which may lead individuals to scale back 
their spending. Ominously, in both Britain 
and America profits (as reported in the na- 
tional accounts) fell in both the fourth 
quarter of 1997 and the first quarter of this 
year. Profits are being squeezed by faster 
wage rises, Strong currencies and the Asian 
slump. Dresdner Kleinwort Benson, an in- 
vestment bank, expects profits to be flat this 
year in America and to:shrink by 15% in 
Britain. 










































è Stockbuilding is the smallest part of GDP, 
but as it is the most volatile component it 
plays a big role at economic turning point 
Some economists have argued that the rol 
of inventories has changed, 4 
methods of inventory control all 
to match production more closely to $ 
avoiding a build-up in stocks that m 
later force them to slash production. Not. 
so: just-in-time has allowed firms to reduce 
the level of stocks they keep, but stock- 
building remains as volatile as. ever (see 
chart on next page)—and hence just as capa: 
ble. of depressing growth. Swings. in = 
stockbuilding were a main cause of reces- 
sions in the early 1990s in both America’ 
and Britain, accounting for three-fifths of 
the drop in America’s GDP. 
The most recent stock figures point to 
slower growth ahead. Both Britain and. 
America saw unusually heavy stock- 
building in the first quarter, accounting for 
at least one-third of Gop growth. Figures are 
not yet available, but bulging warehouses 
are likely to have prompted firms to reduce’ 
stock levels in the second quarter, trimi 
ming GDP growth again. 
e The yield curve has long been a powerful 
predictor. In normal times long-term bond 
yields are higher than short-term interest 
rates, to compensate investors. for the 
higher risk of parting with their money for 
a longer period. But just before recessions. 
or sharp slowdowns, yield curves have of}. 
ten inverted—~ie, short-term rates haverisen 
above long-term bond yields. Since 1955 ev-. 
ery American recession has been preceded 
by an inversion of the yield spread; only 
once, in the mid-1960s, has an inverted 
spread not been followed by recession, 
On this basis, alarm bells should now: 
be ringing in Britain, where the yield curve. 
has been inverted since last year. In con- 
trast, America’s is flat, with short-term rates > 
roughly the same as ten-year bond yields: 
Taken together, these three indicators 
suggest that a sharp slowdown may be in 
store for Britain; there is also. a smaller risk 
of one in America. Why should Britain’s 
more youthful recovery expire before 
America’s longer-lasting one? 
The usual way in which expansions 
come to an end is that an economy over- 
heats, inflation rises and central banks are 
forced to raise interest rates. This is what.is 
happening in Britain. In contrast, Ameri- 
ca’s inflation rate has remained surpris- 
ingly subdued, which is why most forecasts 
ers see no need for higher interest rates that 
might foreshadow a sharp slowdown. The 
reason for this, argues John Makin; ano = 
economist at Caxton Associates in New 








Ratio of inventories* to sales 











Volatility of inventories* 





% change on a year earlier 








urce: Bureau of Economie Analysis 


AEE | 
*Non:tarro; 1992 prices TOI | 








York, is that, unusually, investment rather 
than consumption has led America’s ex- 
pansion. Business investment has in- 
creased more rapidly than in any previous 
recovery since the 1960s. The fact that ex- 
pansion has been driven by supply as 
much as by demand has kept inflation low. 

The danger, says Mr Makin, is that 
while policymakers are ever alert to the pos- 
sibility that excess demand will fuel infla- 
tion, they are less experienced at ending in- 
vestment-led expansions. The two big 
investment-led recoveries this century— 
America’s in the 1920s and Japan’s in the 
late 1980s—ended in deep recessions. The 
risk is that over-investment, encouraged by 
a booming stockmarket, could lead to over- 
capacity, declining profits and—eventu- 
ally—to a nasty contraction. 


| Speed limits 

What would be particularly awkward is a 
slowing economy combined with rising in- 
flation, which would increase the chance of 
a sharper downturn. This is Britain’s cur- 
rent dilemma. The Bank of England’s mon- 
etary policy committee left rates un- 
changed at 7.5% at its meeting this week. 
However, many economists reckon that the 
committee may be forced to lift rates next 
month. Britain’s inflation rate rose to a six- 
year high of 4.2% in the 12 months to May— 


< „twice as much as in any other large indus- 


trial economy. The underlying inflation 
rate (excluding mortgage interest pay- 
ments) rose to 3.2%—way above its 2.5% tar- 
get. The increase in the annual growth of 
private-sector pay to more than 6% suggests 
that inflation could rise further. 

The Fed, by contrast, has held its basic 
interest rate unchanged at 5.5% since March 
1997. In the absence of a slump in Asia, it 
would probably have raised rates by now to 
slow the economy. America’s core inflation 
rate (excluding fuel and food) has edged up 
to an annualised 2.7% in the past six 
months. But many commentators seem to 
think that the expected slowdown in Amer- 
ica’s growth will eliminate any case for rais- 
ing interest rates now, helping the econ- 
omy to a soft landing. 

Don’t bet on it. It is true that America’s 
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GDP growth may have slowed to less than 
2% in the second quarter, down from an an- 
nual rate of 5.4% in the first quarter. Many 
forecasters expect growth to be in the 2!2-3% 
range in the second half of the year. But that 
may still be more than the economy can 










handle, particularly as. America’s unem- 


` ployment rate (4.5% in June) is unusually 


low and will remain so unless growth falls 
below its long-term trend of around 22%. If 
the labour market remains this tight, wage 
inflation could continue to edge up, push- 
ing consumer prices up too. 

America’s inflation rate has stayed low, 
in part, thanks to. cheap imports because of 
the strong dollar. This cannot last forever. A 
weaker dollar would increase the risk of ris- 
ing inflation as the economy slows—and 
hence the chances of a recession. 

But perhaps the biggest reason for fear 
is the almost total lack of it in America. Brit- 
ons talk openly about the possibility of a 
recession, and soon. In America, by con- 
trast, many people seem to think that the 
business cycle is dead and are investing as 
if prosperity will continue forever. Less op- 
timism, and more caution, might make the 
curves ahead less dangerous. 

aon ms 





Stockmarkets 


London meets its match 


LONOON AND FRANKFURT 


Europe’s two biggest exchanges plan to create a single market for European 


share trading. That will not be easy 


HO, a year ago, would have tipped 

Werner Seifert to be the first boss of a 
pan-European stock exchange? As chief ex- 
ecutive of Deutsche Börse, the company 
that runs the Frankfurt market, this thick- 
set Swiss national was a bit player in Eu- 
rope—a champion of share trading in a 
country that preferred not to. Yet so far, Mr 
Seifert has not put a foot wrong. As Europe’s 
myriad stockmarkets have been forced to 








consolidate, he has assembled a dazzling 
array of international alliances which have 
brought together exchanges in Switzerland, 
Austria and France. Now Mr Seifert has 
pulled off his biggest coup yet: an equal 
partnership with the London Stock Ex- 
change to develop a stockmarket for Eu- 
rope’s 300 biggest companies. 

Make no mistake, Deutsche Borse has 
negotiated excellent terms. The London 








Celebrating in the City 
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Seifert gives Casey a German lesson 


Stock Exchange, following tussles with its 
members, mishandled technology and a 
new trading system that has won few fans, 
is not the force it once was in Europe. Much 
of its once-flourishing business in French, 
Dutch and German shares has migrated 
back to the continent. By market capitalisa- 
tion, London’s exchange is still more than 
twice as big as Frankfurt’s. Yet ownership of 
the new joint company that will build and 
operate Europe’s new blue-chip exchange 
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will be split down the middle. 

That fact caused alarm in 
London—needlessly, because 
the alliance exposes the myth 
that the battle between Eu- 
rope’s stock exchanges is a ba- 
rometer of the fortunes of 
their financial centres. Once, a 
bourse’s trading floor at- 
tracted financial firms to set- 
tle nearby. But every major 
stock exchange in Europe now 
runs its market over computer 
networks. The London ex- 
change, for instance, has a 
dozen applications from po- 
tential “remote members” in 
Paris and Frankfurt. On most 
measures, London still towers above its Eu- 
ropean rivals. Mr Seifert’s coup does not 
herald a mass migration to Frankfurt. 

The driving force behind this week’s 
memorandum of understanding is the big 
investment banks, squeezed between pow- 
erful customers on one hand and the high 
costs of share dealing on the other. At 
present, they must channel share orders to 
Europe's various national stock exchanges 
and comply with all their separate rules, 


which adds to their costs. Cheaper trading, 
they hope, will make the business, on 
which most brokerage firms lose money, 
less ruinously competitive. 

The London and Frankfurt exchanges 
hope to cut costs in several ways. They will 
develop software so that traders can deal 
on both exchanges from a single computer 
screen. They plan to harmonise rules on 
opening hours, the minimum and maxi- 
mum size of dealing lots and so on, as well 
as procedures for offering and disclosing 
trades. Eventually, they want to build a new 
electronic trading system together rather 
than running separate ones. 

Both exchanges have squandered 
shameful sums on technology. Mr Seifert 
says that Deutsche Börse has spent 
DM160m ($89m) on its trading system, 
launched last year. The London Stock Ex- 
change says it spent £101m ($164m) on its 
new system. For all its cost, this technology, 
developed by the same supplier, should 
provide a fairly solid foundation for the 
planned alliance. Last year, Mr Seifert an- 
nounced a similar agreement between the 
German futures exchange, also owned by 
Deutsche Börse, and its French counter- 
part, Matif. These exchanges said they 





Our quarterly portfolio poll 


AT RATEVER happened to bottom 
fishing? The fund managers in The 
Economist's latest quarterly portfolio poll 
certainly want none of it, at least when it 
comes to Japan. 

All of them seem to feel that Japan has 
further to sink before they will even think 
about casting their nets again. Stock and 
bond pickers alike have slashed their Ja- 
pan weightings by a quarter over the past 
three months. Credit Suisse now advises 
investors to skip Japan altogether, while 
Nikko Securities has more than halved its 
weighting for Japanese bonds. Given that 
one firm in the sample, Phillips & Drew, 
can be counted on to be stoically 


contrarian under most circumstances, 
that is as close as asset managers come toa 
unanimous verdict of thumbs down. 

As they sell Japan, they are buying Eu- 
rope. French equities, especially, are all 
the rage; six of the nine firms urge inves- 
tors to add to their holdings of French 
shares. Opinions on the German stock- 
market are more evenly divided. 

When it comes to America, the trend is 
hard to discern. As a group, the advisers in 
our poll have long put less of their money 
into American shares than America’s 50% 
of the world’s total stockmarket capital- 
isation would justify. Two of the firms ad- 
vise clients to increase their allocation to 





American shares substantially, while four 
say that it is time to take profits. There isa | 
similar story in bonds. Nikko is telling 
customers that only 21% of their bond 
holdings should be in dollars. Credit 
Suisse would have its bond customers 
buy almost nothing else. The best bond 
bargains, most of our experts say, are to be 
found in Britain. 













*40% held in euros tNew in our sample *Morgan Stanley Capital international world equity index, Salomon Brothers world government-bond index 
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would develop a single trading system to- 
gether too, but neither has agreed to relin- 
quish its technology. Now, says Mr Seifert, 
they have abandoned plans for a common 
system, in effect killing their alliance. 


On the outs 


This puts the Société des Bourses 
Françaises, owner of both Matif and the 
Paris stock exchange, in a delicate position. 
Ifitchooses to join the new joint venture, it 
will have to do so on the founders’ terms. If 
it opts to compete, it risks losing its most 
heavily traded shares as the London-Frank- 
furt duo tries to poach French blue-chip 
stocks. 

The new deal also threatens to leave 
London’s futures exchange, LIFFE, out in 
the cold. The technologies needed to run 
stock and futures exchanges are converg- 
ing, giving cost advantages to markets that 
organise both. The London Stock Exchange 


Poco allegro 


ROME 


HILE it is never too late to repent, 

tardiness may still be a sign of in- 
sincerity. Little wonder that Italy’s recent 
conversion to rigour in its public-sector 
accounts has been greeted with leery 
scepticism. And rightly so. Having done 
enough to ensure that the lira will be 
folded into Europes single currency 
when it is launched at the beginning of 
1999, Italians may find that this was 
merely the easy part. 

Getting the budget deficit down from 
6.7% of GDP in 1996 to 2.7% last year to 
satisfy one of the criteria for qualifying 
for the euro was an unexpected achieve- 
ment; Italy’s annual deficit had averaged 
more than 10% over the preceding de- 
cade. But this week, as the new European 
Central Bank warned euro members to 
tighten their budgets, Italians once more 
focused on their massive public-sector 
debt. This stood at nearly 122% of GDP at 
the end of 1997. The criteria for joining 
the euro suggest that it ought to be less 
than 60%. 

There are ways to get there. The gov- 
ernment could increase official GDP to 
take account of Italy’s large submerged 
economy, thereby lowering the debt-to- 
GDP ratio. Faster economic growth 
would do the same more honestly. But to 
get a genuine reduction in the debt bur- 
den over the next few years, the govern- 
ment needs to run budget surpluses. 

This will not be easy. Italy’s tax bur- 
den, at 44% of Gpp, is reckoned to be 
close to the upper limits of tolerance. 
High taxes are hitting the international 
competitiveness of Italian firms, the 
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and LIFFE, however, are owned separately. 
Deutsche Borse’s futures exchange, DTB, 
would not be keen to see the London Stock 
Exchange forge closer ties with prB’s main 
competitor. 

European competition authorities say 
they will vet the deal. And for all its obvious 
advantages, the success of this alliance is 
not guaranteed. There are several thorny is- 
sues outstanding, such as how to develop a 
single set of stock indices and to merge 
trade-processing systems. And there are reg- 
ulatory differences that must be resolved. 
In Britain, for instance, deals struck over 
the telephone rather than through the ex- 
change’s computers must still be reported 
to the exchange and published, albeit with 
a delay for big trades. In murkier Germany, 
there is no obligation on banks to disclose 
any trades, no matter what their size, ifthey 
have been struck over the telephone. 

There are other things to harmonise, 





Tomorrow we'll diet 


Bank of Italy’s governor recently said. 
Tax reductions will be possible only with 
cuts in spending. Where? “A lot of expen- 
diture items are long-term or social pol- 
icy commitments, like education, health, 
welfare and pensions, that cannot be re- 
duced quickly,” says Mario Arcelli, an 
Italian economist. 

In order to reduce the stock of govern- 
ment debt to 60% of Gpp by 2007, Italy 
needs average economic growth of 2.5% 
and an average budget surplus of 2.5% of 
GDP every year. But spending demands 
are set to rocket. Italy’s population is age- 
ing fast, adding to the pressures on the 
state health and pensions systems and 
lengthening the odds against pushing 
the budget into surplus soon. Squeezing 
the lira into the euro, it seems, may have 
been as much a stroke of luck as a sign of 
fiscal contrition. 


too. Despite this week’s deal, national rival- 
ries still run deep. Like airlines, stock ex- 
changes are symbols of national pride, not 
easily done away with. National regulators 
have their own pride. And so do bosses. 
With the wind behind him, Mr Seifert is 
probably now favourite to run the new 
business. When it comes to signing on the 
dotted line, Gavin Casey, the London Stock 
Exchange's boss, may find it difficult to give 
up his exchange’s independence and his 
job all at once. Many joint ventures have 
foundered on less. 

m 





Salomon Brothers 


No more poker 


NEW YORK 


T IS debatable how much the recent 

wave of mega-mergers in financial ser- 
vices owes to managerial empire-building 
and how much to sound business sense. 
Certainly, when Salomon Brothers, an in- 
vestment bank, was acquired last Septem- 
ber by Travelers, a financial conglomerate, 
manyon Wall Street suspected that the deal 
had more to do with the considerable ego 
of Sandy Weill, the boss of Travelers, than 
with commercial logic. Such suspicions 
were reinforced on July 6th, when 
Salomon’s American bond-arbitrage oper- 
ation was closed. Salomon has long been 
Wall Streets premier bond-trading house. 
By shutting the arbitrage group, Mr Weill is 
ripping out the company’s heart. 

When he bought Salomon and merged 
it with Smith Barney, an investment bank 
already owned by Travelers, Mr Weill de- 
clared himself comfortable with his new 
acquisition’s famously high-risk approach 
to trading. Previously, he had been an out- 
spoken critic of Salomon’s aggressive, con- 
fident and well-paid traders, who were 
memorably described in “Liar’s Poker”, by 
Michael Lewis, and satirised as “masters of 
the universe” in Tom Wolfe's “Bonfire of 
the Vanities”. Perhaps the need to win the 





Not Weill’s game 
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_ Who pays for unions? 


HEN Cedric Brown, a former boss 

of British Gas, awarded himself a 

75% pay increase while slashing jobs and 

workers’ pay, unions paraded a fat pig 

| called Cedric at the company’s annual 

| meeting. Nine months later Mr Brown 

| announced he was retiring early. Unions 

are rarely as successful at embarrassing 

executives with soaring salaries. But they 

often manage to put a dent in bosses’ pay 
packets. 

That, at least, is the con- 
clusion ofa recent study by 
| John DiNardo of the Uni- 

versity of California, Kevin 
Hallock of the University of 
Illinois and Jörn-Steffen 
Pischke of the Massachu- 
setts Institute of Technol- 
ogy. Although managers 
have many reasons for 
disliking unions—they bid 
up workers’ wages, fight job 





Bosses beware 


cuts and often oppose moves to lick com- 
panies into shape—bosses’ concern is 
not solely for shareholder value. Keeping 
union power in check, the three econo- 
mists find, helps managers to boost their 
own, rather than shareholders’, income. 

In America, they report, bosses in 
union-free firms earn 20% more than 
those in similar firms that are fully 
unionised. Companies with stronger 
unions tend to employ 
fewer managers. Winning 
an election to end union 
representation adds an av- 
erage 10-15% to bosses’ pay. 
Outside America unions 
matter even more. Evi- 
dence from 12 rich coun- 
tries suggests that bosses in 
firms with no unions earn 
up to five times more than | 
those where all workers are | 
union members. 





Federal Reserve's approval of another, big- 
ger, merger between Travelers and Citicorp 
revived Mr Weill’s natural caution. 

Bond arbitrage involves spotting ap- 
parently unjustified differences in the 
prices of bonds with similar risks and plac- 
ing huge bets that the prices will revert to 
their normal relationship. Travelers offers 
two reasons for abandoning this business 
in America (it will continue to pursue what 
it says are less risky bond-trading opportu- 
nities abroad). One is that bond arbitrage 
has become less profitable. The other is that 
those profits are increasingly volatile. There 
is some truth to both claims—but only over 
a ten-year period, not the mere nine 
months since Travelers bought Salomon. 

Bond arbitrage was much easier in the 
1980s, when Salomon’s reputation was at 
its peak. Salomon’s technology was ahead 
of everyone else's, allowing it to spot arbi- 
trage opportunities faster than its competi- 
tors. This edge has eroded as financial engi- 
neering has become commonplace. Nor 
has the firm been helped by the defection 
of some of its top talent to rival arbitra- 
geurs. These include Long Term Capital 
Management, founded in 1994 by John 
Meriwether, a former head of Salomon's 
bond-arbitrage group, and Convergence 
Asset Management, set up last year by An- 
drew Fisher, once a star Salomon mortgage 
trader. The success of firms such as these— 
which in Long Term Capital’s case has been 
phenomenal—shows there is still good 
money to be made by skilled arbitrageurs. 

True, the past couple of months have 
been difficult. Salomon’s bond-arbitrage 
group reportedly lost $15m in the second 


THE ECONOMIST JULY 11TH 1998 


quarter—peanuts in an inherently volatile 
business. But volatile earnings are a par- 
ticular worry for a publicly traded com- 
pany. It is hard for outside investors to tell 
if the volatility is due to bad luck or bad 
judgment. An arbitrage strategy cannot be 
explained to shareholders without giving it 
away, which may make it better suited to a 
private partnership than a public firm. 
And it may not be suited at all toa firm try- 
ing to convince regulators that there is no 
danger involved in creating the biggest fi- 
nancial company in America. 





South Korea’s banks 
Poor health 


SEOUL 


OUTH KOREA’s government is desper- 

ate to bring an end to the ills that have 
afflicted the country’s banks since 1996. So 
on orders from the country’s new financial 
regulator, five insolvent banks have been 
shut and their assets and li- „——— 
abilities taken over by five 
“healthy” institutions. This, 


the World Bank's local ex- Non-performing acqui 
pert explains, is a second- ownerstip, % loans, %* oo. 
best cure. Worse, it may yet Kookmin 40 51 Daedong 
make the healthy banks sick. Housing & Commercial 34 38 DongNam 

The details remain a Shinhan 23 58 Donghwa 
mystery. Under the law, the Hana 22 32 Chungchong 
Financial Supervisory Com- KorAm 25 67 Kyungki 

as % of equity, March 1998 





mission is supposed to offer 
terms generous enough to 
induce shareholders of the 


[ Battered survivors 
South Korea's “healthy” banks, 1998 


Sources: Office of Bank Supervision; Korea Stock Exchange 


five acquiring banks to vote in favour of 
taking over competitors whose liabilities 
are greater than their assets. The sharehold- 
ers of Kookmin, Housing & Commercial, 
Shinhan, Hana and KorAm banks cannot 
be pleased that their institutions, already 
under so much stress that they have wel- 
comed foreign investors (see table), have 
now to deal with a new batch of problems. 

There are reasons for concern. The five 
acquirers, though strong by South Korean 
standards, are modest in size. Some have 
little experience in international banking, 
yet they are taking on overseas loans. And 
no one knows exactly what else they will 
get. The combined liabilities of the five 
failed banks are said to exceed their assets 
by 920 billion won ($690m), but this may 
prove an underestimate as loans that are 
currently being repaid turn sour. The gov- 
ernment promises to pay for any loans that 
go bad over the next six months, but loans 
running into problems later would go on 
the acquiring banks’ accounts. Not surpris- 
ingly, Moody’s, a credit-rating agency, im- 
mediately placed the five acquirers under 
review for a possible downgrade. 

Already the five are running into man- 
agement difficulties. Most of the 9,000 em- 
ployees they are supposed to be taking on 
are refusing to report for work, despite 
prosecutors’ threats to arrest them. Some 
have even changed computer codes or de- 
stroyed documents in order to disrupt the 
change-overs. The banks would like to sack 
many of the workers, but the government 
has so far not allowed lay-offs. On July 15th, 
120,000 members of bank-workers’ unions 
plan to stage a national strike to protest 
against their industry’s forced shrinkage. 

The government has left other sticky is- 
sues unresolved. What, for example, is to 
happen to the 7 trillion won that the insol- 
vent banks have guaranteed to pay on be- 
half of customers who may go bankrupt? 
What will happen to the closed banks’ trust 
funds, amounting to more than 7 trillion 
won, which the healthy banks are reluctant 
to take over lest they be held responsible for 
any losses in investors’ portfolios? With 
such questions unanswered, shareholders 
are unlikely to vote in favour of these forced 
acquisitions. And what if they do not? The 
government has not answered that ques- 
tion either. 














83 











Figures to fret about 


The balance-of-payments current account has become a popular indicator 
of a country’s economic health. It is a difficult one to interpret 


TIS hard to open a newspaper without 

reading about some country’s problem 
with its current account. The Japanese are 
lambasted for the size of their surplus. 
Americans fret over their current-account 
deficit. Excessive current-account deficits 
have taken the blame for many currency 
crises, from Mexico’s in 1994 to Thai- 
land’s last year. Exactly what this means, 
however, is often hard to figure out: even 
the concept of the current account is ill- 
understood. 

And not just among laymen. A new 
paper* by Malcolm Knight and Fabio 
Scacciavillani, both of the International 
Monetary Fund, shows that economists’ 
thinking about what the current account 
means and whether it matters has 
changed greatly in recent years. The two 
economists report, however, that very lit- 
tle of this new thinking has found its way 
into the making of economic policy. 

The current account is confusing 

partly because it can be defined in differ- 
‘ent ways. The most familiar is the sum ofa 
country’s trade surplus (or deficit), the in- 
vestment income paid to (or received 
from) foreigners, and net transfers (such 
as remittances sent home by migrant 
workers). For most countries the trade bal- 
ance is the biggest of these factors, so 
changes in the current account often re- 
flect changes in trade flows. The impor- 
tance of the trade balance often misleads 
people into believing that trade barriers, 
| such as tariffs, will determine the current 
~ account. 

That is nonsense, as can be seen by 
looking at the current account from the 
other end: as the difference between a 
country’s saving and its investment. A 
country that invests more than it saves 


“¢ must obtain resources from abroad, 


meaning that it has to run a current-ac- 
count deficit. A country that saves more 
than it invests will export resources—and 
so run a current-account surplus. 

A third way of describing the current- 
account balance is as the addition to (or 
<: reduction of) a country’s claims on the 

rest of the world. A country that runs a 
current-account surplus must be acquir- 
_ ing foreign assets of equal value. Thus the 
current account gives information about 
people’s decisions as to what kind of as- 


* “Current accounts: What is their relevance for eco 
nomic policymaking?” imr Working Paper 98/71. May 
1998. 





sets to hold. The keener investors are to 
hold a country’s assets, the bigger its cur- 
rent-account deficit will tend to be. 

The best-known theory for under- 
standing why a country’s current-account 
balance might rise or fall was developed 
by Robert Mundell, a Canadian econo- 
mist, and Marcus Fleming, a Briton, in 
the early 1960s. The “Mundell-Fleming” 
framework shows how various govern- 
ment policies, such as higher spending, 
will affect interest rates, economic output 
and thus, indirectly, the current account. 
These effects, Messrs Mundell and Flem- 
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ing showed, will depend on whether capi- 
tal can move freely across borders and 
how a country manages its exchange rate. 
Mundell-Fleming is still the workhorse of 
international economic policymakers. 
Many of today’s prescriptions—for in- 
stance, that Japan should cut taxes to 
boost consumer demand and thereby re- 
duce its current-account surplus—are 
based on it. 

The Mundell-Fleming approach is 
clear, but it is also static. It does not help 
in understanding the dynamics of the 
current account over time, especially in 
countries that run persistent current-ac- 
count deficits or surpluses. This matters, 
because a country that continually runs a 
current-account deficit will become ever 
more indebted to foreigners. So long as 

hese borrowings are invested wisely this 
need not be a problem, since future eco- 
nomic growth should allow the debt to be 
serviced. But if the foreign resources are 
badly employed, or if the current-account 
deficit grows too fast, a country may not 
be able to meet its obligations to foreign 


creditors. Hence, a large current-account 


deficit that fuels consumption (as in Mex- 
ico in the early 1990s) or a property-price 
bubble (as in Thailand until last year) 
may be a problem. 

Unfortunately, as Messrs Knight and 
Scacciavillani point out, neither of these 
two frameworks explains sudden, dra- 
matic shifts in capital flows, such as those 
that have turned current-account deficits 
in a number of Asian countries into sur- 
pluses. To understand this phenomenon, 
it is useful to consider foreign investing as 
a way for an individual in any country to 
hedge against the risk of economic shocks 
at home. The continual process of portfo- 
lio shifting inevitably leads to greater in- 
ternational capital flows and larger cur- 
rent-account deficits or surpluses. 


Objects of desire 

Looked at in this way, America’s increas- 
ing current-account deficit reflects rising 
global demand for its assets; Japan’s 
growing surplus indicates investors’ lack 
of interest in holding assets in Japan. If 
there is a shift in investors’ desires for a 
particular country’s assets~caused, per- 
haps, by changed perceptions: of risk— 
then current-account balances 
change quickly. 

Messrs Knight and Scacciavillani ob- 
serve that these sophisticated economic 
frameworks are rarely put to use, Instead, 
many economic policymakers use rules 
of thumb, such as not worrying about a 
current-account deficit that is less than 5% 
of GDP. Some analysts, including experts 
at the IME, try to calculate whether a coun- 
try’s current-account deficit or surplus is 
sustainable by looking at likely long-term 


capital flows and: exchange-rate move- 


ments. But these measurements are ex: 
tremely crude. 

The problem policy-makers face is 
that no single theoretical framework ex- 


plains all changes in the current account. < 


America’s current-account deficit today 
may be driven mainly by shifts in inter- 
national portfolio allocation. But at some 
point other factors, such as a low saving 
rate, may become more significant. Many 
fast-growing emerging markets run cur- 


rent-account deficits that do not seem ex- 


cessive. when looked-at in the saving-in- 


vestment framework, yet alarm investors 


who are motivated by asset. diversifica- 
tion. And none of the theoretical models 
can predict when a country’s current-ac- 
count deficit will suddenly seem danger- 


ously large, triggering a flight of capitala > 


shortcoming for which many Asian coun- 
tries are now paying a painful price. 


can . 
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SCIENCE AND TECHNOLOGY 


A hose body of evidence? 


Forensic scientists need to become more scientific in some of their methods if 
- they are to keep their high status in criminal law-courts 


SMALL boy found the body. He trip- 
; ped over a leg while running through 
the woods. The corpse had already been 
there a few days: it was seething with mag- 
gots hatched from eggs laid in the putrefy- 
ing, stinking flesh. 
-'The man’s death had been a violent 
7 one A post mortem revealed that he had 
“been shot once through the head, and the 
bullet that apparently did the 
damage was found lodged in 
a nearby tree. An examination 
of the area revealed two sets of 
footprints, only one of which 
appeared to come from the 
dead man’s boots. 

Not much to go on, it 
might seem. Yet in such a case 
forensic science would claim 
to be able to identify the date 
of death (from the age of the 
maggots), the murder weapon 
used (from examination: of 
marks on the bullet), the pair 
of shoes that made the second 
set of footprints (from the style 
and pattern of wear of the 
soles), and the height and 
weight of their wearer (from 
the size of the shoes and the 
depth of the footprints). 

Fora defendant in acrimi- 
nal trial, such evidence can be 
damning. Confessions may 
be unreliable and eyewitnes- 
ses confused. Juries, however, 
are often hugely impressed by forensic evi- 
dence. For science never lies. Does it? 


140 different forms of tobacco 


Good science does, indeed, aim to tell the 
truth. Just as important, it knows and ad- 
‘mits when it is baffled or uncertain. But in 
the past few years, questions have been 
“raised about whether forensic science 
counts as “good science”. And the answer 
that keeps coming back is: frequently it 
does not. 
“There are two separate but intertwined 
-reasons for this. First, some of what passes 
-for scientific methodology in the forensic 
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world would not stand up to scrutiny out- 
side it. Second, the institutions and indi- 
viduals involved have, until recently, had 
little cause to improve matters—and good 
reason to leave them alone. 

Forensic science has a lot of romantic 
literature behind it, with many fictional de- 
tectives stalking the pages of whodunnits— 
magnifying glass in hand and nicotine- 





source in mouth. One pertinent early exam- 
ple is in Conan Doyle’s “The Sign of Four”, 
in which Sherlock Holmes reveals to the ad- 
miring Dr Watson that he has written sev- 
eral monographs on technical subjects, one 





| The Glaxo science writers’ prizes i 
_ Olivia Judson, our science correspondent, has won’ 
| the 1997 Glaxo Wellcome/Association of British Sci- | 

ence Writers award for the best feature on a science | 
| subject in a specialist periodical. The prize was given | 
| for an article entitled “Dear Dr Tatiana: Why is sexso 
| much like war?”, which appeared last Christmas. The — 
: award is endowed by Glaxo Wellcome, but judged in- _ 
| dependently under the auspices of the Association of i 
| British Science Writers. : 



































of them entitled “Upon the distinction be 
tween the ashes of various tobaccos”. Ir 
work (complete with colour pli 
Holmes shows how to identify the 
140 forms of tobacco from pipes, cigars a 
cigarettes—information, he says, that 
sometimes be of supreme importance 
solving.a crime. 

Sadly, such rigorous methodology, 
which concentrates on excluding. “false 
positives” caused by equating any old to- 
bacco ash from the scene of the crime with 
the guilt of a suspect who. happens to 
smoke, is often missing from forensic sci- 
ence in the real world. : 

Broadly speaking, those parts of the ib 
ject that are derived from other scientific a 
eas—toxicology, drug testing, DNA analysis 
and even forensic entomology (looking at: 
maggots to determine the date of death) 
pass the tobacco-ash test. The 
probability of a false positive, 
ina chemical assay for a drug. 
or poison (something appear- 
ing to show up when it isn’t 
really there) is reasonably well 
known. So are the develop- 
ment times of various insect 
larvae. And DNA tests, if car- 
ried out correctly, are more or. 
less indisputable (see box.o 
next page). But a great variety 
of topics are peculiar to foren- 
sic science, and it is-here that. 
methodological monday : 
start to slip. : 

For example, little proper 
research has been done.on the 
reliability of handwriting 
analysis. The same goes for the’ 
study of bite-marks, the Spat- 
tering of blood from wounds - 
{on which a recent British 
murder trial turned), the 
matching of footprints to = 
shoes and the identification.” 
of voices and earprints (yes, . 
they do occasionally get left at the scene of = 
the crime). Surprisingly, such doubts. also 
extend to ballistics—a technique that 
claims to be able to identify a gun from 
marks left on bullets fired from it. 

In the story at the start of this article, - 
therefore, only the time since the murder ` 
took place can be established with true sci- 7 
entific rigour and known margins of error. 
Evidence of anything that might actually 
point the finger at the murderer is more 
subjective—for in the category of “pure” fo 
rensic science, only fingerprints have had 
their effectiveness demonstrated and. 
quantified, and in this case there weren't 
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all the other bits of evidence would 
have to be taken on trust by the 
courts, as they depend on the knowl- 
edge and experience of a particular 
forensic scientist. 

Until recently, the courts have 
been willing to take a good deal on 
trust. But they are showing signs of 
rebelling. In America, a first sign ap- 
peared five years ago with a decision 
in the (civil) case of Daubert v. 

«Merrell Dow Pharmaceuticals, Inc. 
That case, which involved claims 
that a “morning sickness” drug 
caused birth defects, bestowed a 
“gate-keeping” function on judges to 
keep bad science out of the courts. In 
guidelines on how to do this, the 
judgment said it was no longer 
enough for a technique merely to be 
“generally accepted” by a particular 
scientific community. Rather, the tech- 
nique should also be shown to be reliable, 
with known error rates. If this is done, tech- 
niques that have not yet been widely 
adopted may be admissible provided that 
they have been published and subjected to 
peer review (ie, the anonymous scrutiny of 
other experts in the subject). 

That judgment, the biggest change in 


any. The reliability and accuracy of S 























the standard for admissibility of scientific 
evidence in the federal court system for 70 
years, was initially used in civil cases. But it 
has recently started to be applied to foren- 
sic evidence in criminal cases as well. In 
some of America’s courts this has, to the 
fury of the forensic scientists involved, led 
to previously admissible forensic tech- 
niques—notably handwriting and hair 





NE day, many crimes will truly cease 
to be paying propositions—for 
when pna databases hold profiles of mil- 
lions of people, those crimes will be solv- 
able in a matter of hours. DNA analysis is 
already proving to be one of the most 
powerful detective tools ever to have been 
invented. Soon it may brush away even 
fingerprinting, the queen of forensic sci- 
ence since the turn of the century. 

DNA evidence has been used in thou- 
sands of cases since its first outing in Brit- 
ain, in 1986. Then, it showed that a “rap- 

dst” had not committed the crime to 
which he had confessed, and it eventually 
uncovered the real culprit. Subsequently, 
it has been used to acquit the innocent at 
-all stages of investigations, including af 
ter they have been convicted on the basis 
of lesser evidence. It has also proved use- 
ful in nailing the guilty, often in cases in 
which there were no leads and no clues 
other than a smidgen of DNA. 

Three features make DNA evidence 
compelling. First, it can, in principle, dis- 
tinguish between all individuals except 
identical twins (only identical twins have 
identical DNA). Second, it is derived from 
techniques used routinely in molecular 
and population genetics, the science of 
which is already well-researched. And 








malysis (the examination of features 
like the colour and microscopic 
structure of human hair found at the 
scene of the crime) in particular—be- 
ing deemed unscientific. 

In the first federal case to con- 
sider handwriting analysis after 
Daubert, the judge wrote that “de- 
spite the existence of a certification 
program, professional journals and 
other trappings of science, fhand- 
writing analysis} cannot, after 
Daubert, be regarded as ‘scientific 
knowledge.” It was, however, admit- 
ted as so-called “practical expertise” 
under a loophole in one of the fed- 
eral rules of evidence. But that loop- 
hole may soon be closed. The Su- 
preme Court has just agreed to hear 
another case that hinges on stan- 
dards of scientific evidence (this one 
involves tyre safety). If the result of 
this case is that the concept of practical ex- 
pertise takes a knocking, the Daubert stan- 
dard will have been strengthened. 

According to Barry Fisher, president of 
the American Academy of Forensic Sci- 
ences and of the International Association 
of Forensic Sciences, another reason for the 
new scepticism is the unequivocal success 
and accuracy of DNA analysis. This has 








Murder must advertise 


third, the invention of the “polymerase 
chain reaction” (PCR) in the 1980s allows 
DNA analysis to be performed on minute 
amounts of tissue--making it harder for a 
criminal to remove all the evidence from 
the scene ofa crime. 

PCR works by “amplifying” minute 
amounts of DNA into quantities that 
chemists can work on. It does so by taking 
advantage of one of DNa’s primary prop- 
erties—the ease with which its molecules 
can be replicated. 

At high temperatures, the two strands 
of the famous double helix that consti- 
tutes a DNA molecule come apart. Nor- 
mally, when the strands are cooled again, 
the helix reforms. But by adding an en- 
zyme called polymerase to the mixture 
(along with a liberal supply of the chemi- 
cal “bases” that are the components of 
DNA), a new strand can be produced 
alongside each existing one. Heating and 
cooling thus doubles the amount of DNA 
in the mixture—a process that can be re- 
peated until there is enough for analysis. 

A number of analytical techniques are 
available. Had you but world enough and 
time, it would be possible to “sequence” 
the sample—that is, work out the entire ge- 
netic message that it carries. This would 
provide the most detailed information. It 





dollars). Fortunately, sequencing is un- 
necessary, for simpler techniques can 
yield a statistically meaningful result. 
That is because much of the variation be- 
tween people is concentrated in particu- 
lar bits of their DNA. 

One way to find this variation is to use 
special enzymes that cut DNA molecules 
wherever they discover a particularchem- | 
ical signature(in the form ofasequence of | 
bases) on one strand of a helix. The loca- | 
tion of these signatures varies from per- 
son to person. So, therefore, do the lengths | 
of the resulting DNA fragments. | 

Another sort of signature is found in | 
DNA “microsatellites”. These are short | 
segments in which the sequence of ge- | 


would also take years (and millions of | 


netic letters repeats itself. The number of 
repeats at a given spot varies significantly 
from person to person. Just a few spots, 
therefore, will give you a profile that is 
likely to be unique. 

In the cases of both fragment analysis | 
and microsatellites, population geneti- | 
cists can generally put.a number on that © 
likelihood. So, although there have been = 
controversial cases—usually those that 
have ignored the fact that people from the 
same ethnic group share particular ge- 
netic signatures more often than people 
drawn at random from the population 
finding the right signatures in a sample 
generally does méan you're nicked. 
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brought the deficiencies of forensic sci- 

~ence’s other techniques into sharper relief. 

eo Mr Fisher hopes this will prompt re- 

search intothe branches of forensic science 

that are not currently based on a wider 
body of scientific literature. One obstacle in 
the way of such research is its expense. An- 
other is who should do it. Forensic labora- 
tories are already overburdened, and are 
places of applied science rather than basic 
research: ‘Moreover, as forensic scientists 
have a vested interest in the outcome, it 
‘would be better if academic scientists 
could be persuaded to take over research 
into their techniques. 

This is starting to happen. At Drexel 
University in Philadelphia, for instance, an 
engineer named Moshe Kam 
tested handwriting examiners 

“against members of the gen- 
„eral public. He found that al- 
“though. both’ groups ` were 
about the same at finding true 
‘matches, the _ professionals 
were: significantly less likely to 
find false positives. That sug- 
gests the technique may have 
some genuine value, though 
whether it is reliable enough 
to-pass the criminal test of be- 
‘ing. “beyond reasonable 
doubt” remains uncertain. 


Good, bad and bogus 


Even when what is good and 
bad about the techniques 
used in forensic science has 
been cleared up, however, that 
will not stop individual foren- 
sic scientists from. cutting cor- 
ners, introducing biases (con- 
scious or unconscious}~or 
simply making things up. 

' In academic science, seri- 
ous falsifications of data will generally 
come to light. That is because nothing 
much turns on a single result. Reproduc- 
ibility is the key; other scientists will want 
to replicate experiments. Only if a finding 
isso dull that no one would be interested in 
reproducing it, or if the researcher in ques- 
tion has guessed the correct answer without 
doing an experiment, can a scientific cheat 
get away with it for long. 

But what counts in forensic science is 
the individual case. That is what convicts or 
acquits a defendant. And fabricating indi- 
vidual cases is relatively easy. 

_ The pressure and opportunity to “mod- 
ify” or even to invent forensic results can be 
“considerable. In many countries, forensic 
laboratories are extensions of police de- 
partments, and forensic scientists work 
closely with the police and the prosecutors. 
_In part, this is inevitable: the police are the 
ones sifting through the evidence, finding 
: clues and sending them in for laboratory 
examination. And although a defendant 
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may have the right to have samples re-ana- 
lysed by an independent team, he is hardly 
going to request this before he has been ar- 
rested. Thus the police are always likely to 
be the primary customers for forensic lab- 
oratories, and those who work in such lab- 
oratories know it. 

It is easy to see how, without suitable 
safeguards in place, this affiliation can be 
abused. Last year, a report from America’s 
Department of Justice on the FBI's crime 
laboratories—generally acknowledged as 
among the best forensic science labora- 
tories in the world—revealed some alarm- 
ing deficiencies. These ranged from the lack 
of qualifications of some of the forensic sci- 
entists to the contamination of evidence 





and the doctoring of laboratory reports. 

Lesser laboratories than the FBr’s can be 
much worse. Between 1979 and 1989, for 
example, Fred Zain, a state trooper working 
in the West Virginia state police crime lab- 
oratory, falsified results of blood tests in as 
many as 134 cases. He then moved to Texas, 
where he continued to fake his results, 
sometimes in capital cases, until he was 
sacked in 1993. Ralph Erdmann, a patholo- 
gist, faked over 100 autopsies, also in Texas 
and also sometimes in capital cases, His tes- 
timony helped to secure as many as 20 
death-penalty convictions. And the New 
York state police department suffered from 
a rash of fingerprint fakes in the 1980s that 
affected more than 40 cases. 

Crooks can infiltrate any organisation. 
But there may be a more insidious problem 
of bias that arises directly out of the close 
involvement of forensic scientists with the 
police and prosecution. If, for example, a 
forensic scientist knows about other evi- 
dence in a case, he may be tempted to ad- 
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just his results to fit that other evidence, © 

leading to a case against someone seming 
stronger than it should be». i 
In the Oklahoma City bombing; the FBO 
agent who reported on the size and content 
of the bomb acknowl edged during t 
partment of Justice investigation that wi 
out knowing that one of the suspects had 
bought ammonium nitrate and diesel oil, 
he would not have been able to conclude 
thata particular type of explosive had been 
used, nor that it had exploded with a pa 
ticular velocity. The same agent was in 
volved: in research into the World Trade 
Centre bombing, again working backwards 
to base his estimates of the size of the bomb | 
on what he knew the suspects were thought - 
to have possessed. The Depa 
hic 





makes lively reading, co: 
cluded that the testim 
given in the trial la 
| jectivity, cre 
competence”. 
Such. slantin: 
need not éven be 6 
The most well-meaning, ne 
tral scientist may fail tọ ci 
sider alternative hypotheses if 
he has already come up witha 
plausible answer. This tene 
dency will only be exacer- 
bated ifhe has an idea of what — 
the “right” answer should be. 
Subtle. cues and. sugges- 
tions can inadvertently bias 
the results. According to Mi- 
chael Risinger, a professor of 
law at Seton Hall University 
in New Jersey, this can:hap- 
pen when eye-witnesses look 
at a line-up of suspects. The ` 
policeman may cue the wit- 
ness to pick one individual 
over another, without either the policeman 
or the witness being aware of it. ‘i 
Various studies have also shown that =- 
eyewitnesses are likely to remember events 
incorrectly if they have been told small de-.- 
tails that differ from what they saw. Ina 
similar manner, prior knowledge of other 
findings in a case may produce skewed re- 
sults unbeknown even to a scientist, and. > | 
despite his best intentions. t 
These aspects of forensic. science are 
now getting attention as well. Following | 
the Department of Justice report, the FBI is 
trying to remedy the problems that it iden- 
tified. One idea is to place qualified scien- 
tists rather than special agents in the foren- 
sic laboratories. Another is to introduce a 
system of evaluation and peer review. This 
will surely help—and perhaps set a pattern... 
for other laboratories. The evidence sug 
gests that things are getting better in foren- ` 
sic science, but that the discipline’s practi- 
tioners still have a lot of work to do. 
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From zoo cage to modern ark 


FORT WORTH AND ORLANDO 


Zoos are growing more zoological. This is more fun for zoo-goers and much 
better for animals, our correspondent reports 


NCE a lure for the morbid as well as 

the curious, zoos are transforming 
themselves into the planet's modern arks. 
Unlike Noah, they are not saving animals 
from heaven-sent flood two-by-two but ris- 
ing to the challenge of protecting the ge- 
netic stock of wildlife under threat from 
poaching, pollution and loss of habitat. 

Zoos are learning fast because their 
charges are in danger. At least 20% of the 
world’s species will be lost over the next two 
decades, and that is a hopeful estimate. Ear- 
lier this century, a biologist from the New 
York Zoological Society, William Beebe, 
rang the alarm: “When the last individual 
of a race of beings breathes no more, an- 
other heaven and another earth must pass 
before such a one can be again.” 

Today, damaged ecosystems and a 
shrinking wilderness mean that 2,000 ver- 
tebrate species—and tens of thousands of 
marine species and invertebrates—need 
help if they are to survive into the next cen- 
tury. Odd as it sounds, zoos are their best 
chance, for the fate of many wild animals 
depends on their captive cousins. 

Keeping animals in captivity for dis- 
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play—the simplest definition ofa zoo—is as 
old as civilisation. In 1490BC, Queen Hat- 
shepsut of Egypt brought back many ani- 
mals from the “Land of Punt” (probably So- 
malia), including a giraffe that particularly 
impressed her subjects. 

Exotic animals bespoke fairytale lands. 
Through the ages, you catch glimpses in 
paintings and literature: a pope dining 
with his leopard, a merchant trading a for- 
tune for a polar bear, a fraught prince dis- 
cussing affairs of state with his monkey. If 
God’s second blunder was woman, Fried- 
rich Nietzsche wrote towards the end of the 
19th century, his first was creating animals: 
man wanted only to dominate them. 

Predictably enough, it was the col- 
onising British who laid down the pattern 
for modern zoos. Sir Stamford Raffles, the 
founder of Singapore, re-enacted the coħ- 
quest of empire in the London Zoological 
Society he founded. It opened in 1828 in Re- 
gent’s Park, admitting members and their 
guests. Only in 1847 were working people 
allowed in, for a shilling. Zoos across Eu- 
rope followed London. At first they were 
appendages of city parks, something to go 


with the bandstand and the boating lake. 
Often they amounted to no more than a 
forlorn stamp collection of animals—one 
of everything—living (or barely surviving) 
proof of man’s dominance over nature. 

The Victorians were great natural scien- 
tists, but underlying their quest for knowl- 
edge was an assumption that they could 
easily regulate and unravel the behaviour 
of the animals they caged. It did not matter 
that big cats died from wormy meat or 
Stress, or that primates succumbed to ill- 
nesses passed on by humans or in violent 
quarrels between competing males. Ani- 
mals, it was taken for granted, were a 
replenishable resource. 

So what if the African elephant’s habitat 
was being cut up by roads and railways. 
Who cared if the Bengal tiger was hunted by 
every colonel in the Raj. The public’s atti- 
tude was equally heartless. When the Phila- 
delphia Zoo opened in 1874, its gentle sloth 
was poked to death inside a week with 
walking sticks and umbrellas. Curators 
were not much better. In 1906 the chimp 
cage at the New York Zoological Society in- 
cluded a pygmy man, until objections from 
black clergymen led to his withdrawal. 

Thankfully there were pioneers to move 
zoos out of their dark age. Many of them 
were German. Carl Hagenbeck, a Hamburg 
animal dealer, was one of the first to create 
a zoo without bars, using moats to separate 
animals in his Stellingen zoo park which 
opened in 1907: to the public it looked as if 
gazelles were grazing near the lions. The 
same sort of imaginative daring is needed 
from zoos and zookeepers today, as is a 
willingness to admit that although scien- 
tists know a lot, there is still a great deal they 
do not know. 


Adouble improvement 


Two things have changed zoos for the bet- 
ter. The first is a greater respect for animal 
life and well-being. That unlucky sloth 
would not be touched, let alone prodded or 
poked to death. The second is a new sense 
of responsibility. Zoos realised they were 
no longer just exhibitors, but custodians. 
They have taken on the task—and it re- 
mains a monumental task—of ensuring 
that the planet’s gene pool remains health- 
ily diverse. 

In 1981 American zoologists created the 
first Species Survival Plan. Under the aus- 
pices of a foundation co-ordinating zoos 
across the globe, these seek to breed ani- 
mals in captivity and reintroduce them 
(and their much-needed genes) into the 
wild. Zoos move animals around to main- 
tain a healthy world stock. Each endan- 
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| It’s all happening at the zoo 
1997 Ratio of Ratio of Annual 

Number of Number of visitors to Number of Number of animals to budget 

Zoo visitors, m animals animals species caretakers $m 
Beijing 6.00 4,000 1,500 500 1,000 4 3.62 
San Diego 3.50 4,000 875 800 150 27 84,00 
Taipei ; 3.42 2,560 — 1,336 300 87 29 0.35 
Bronx, New York 2.10 4,949 424 607 125 40 34.50 
Vienna Tiergarten 1.36 1,900 716 250 52 37 7.06 
London KARE __12,000 92 650 120 100 17.17 
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gered species has a stud-book manager. The 
stud-book keeper for the snow leopard, for 
example, is in Helsinki Zoo, and works 
closely with zoos in Russia, China, India 
and America. Conscious of the speed at 
which habitat is being lost, zoos are trying 
to avert dangers in advance. Almost every 
major zoo now has research projects in the 
field. The Bronx Zoo’s Wildlife Conserva- 
tion Society is a leader, with 270 projects in 
51 countries. 

Complementing these efforts are re- 
search programmes at home. Zoos now 
have access to a ghostly menagerie of frozen 
embryos for test-tube breeding. There have 
been striking successes. The Arabian oryx— 
extinct in the wild—was successfully bred 
in captivity and reintroduced into an 
Oman reserve. There have been plenty of 
failures, to be sure, and zoos now realise 
that test tubes are not an answer on their 
own. Captive animals are difficult to return 
to the wild. Only 16 of the 145 reintroduc- 
tion schemes so far attempted have suc- 
ceeded, the Arabian oryx being the most 
successful. By contrast, nearly all the 500 
orangutans released into the wild in Bor- 
neo and Sumatra are believed to have died; 
many did not even man- 
age to climb a tree. 

Public sensitivity has 
also forced zoos to become 
more responsive. Animal- 
rights activists have 
pushed zoos to take better 
care of their animals. 
Putting wigs and dresses 
on chimps is no longer ac- 
ceptable, nor are shoddy 
exhibits. Suspect zoos have 
been forced to shape up or 
close down. 

As for acquisitions, the 
old stamp collecting, one- 
ofeverything mentality 
has given way to a less-is- 
more approach. Zoos now 
house fewer species in bet- 
ter conditions. Animals 
live in appropriate social 
groups within enclosures 
designed to resemble their 
natural habitat. The ani- 
mals are happier and so 
are the visitors. 

Keepers have learned 
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to use positive reinforcement, offering re- 
wards to animals that present themselves 
for injections and check-ups. 

Larger zoos employ behaviouralists to 
think up ways of keeping animals mentally 
alert. They spray deer musk in big cat enclo- 
sures, and freeze a polar bear's fish supper 
in blocks of ice. 

Few of the changes in the handling and 
presenting of animals would be possible 
had great progress not come in veterinary 
care. Without improved immunology, cu- 
rators would have to be far more reticent 
about letting their animals move into 
larger and more populated enclosures. 
Tranquillisers, which were once used hap- 
hazardly—too little-could leave the keeper 
dead, too much might kill the animal—are 
far better controlled. 

Nutrition has also improved. Cheetahs 
suffered from liver ailments until the vita- 
min A in their diets was adjusted. With 
greater knowledge have come new special- 
ities. A curator used to be a generalist who 
made decisions on everything from breed- 
ing to advertising. Fort Worth now has two 
vets, as well as a full-time nutritionist. And 
keepers—blue-collar workers who fed, 





Frocks are verboten, not fun 








cleaned and attended their animals— now 
have at least a master’s degree. 

Fort Worth is a good example of how 
dynamic zoos are becoming. After a long 
decline starting in the 1950s, the zoo was 
partially privatised in 1990. The city owns 
the land and chips in with some public 
funds, but an independent trust runs the 
zoo. The arrangement has been judged a 
success, and the city estimates the zoo's 
overall economic impact on Fort Worth is 
worth $200m. 

Since privatisation, the zoo’s budget has 
doubled to $12m, and there are more than 
60 new staff. Enthusiastic corporate spon- 
sorship of exhibits and booming atten- 
dance have paid for the increases. 1997 
broke all records, with 1.2m visitors passing 
through the turnstile. 

Fundraising is hard for zoos; they lack 
the big-money kudos of fine arts museums. 
Extensive collections, innovative displays 
and strong research have helped foster pub- 
lic support, but it is aggressive marketing 
that brings in the public. Larger zoos now 
employ fundraisers. 

Pushing products in traditionally la- 
mentable zoo shops helps. Rubber snakes 
sell well, but corporate 
money is also increasingly 
important. Fort Worth’s 
cheetah exhibit is spon- 
sored by Frito-Lay, a crisp 
and snack company. Bob 
Wiese, a curator at the zoo, 
laughs at comparisons 
with “Fierce Creatures”, a 
recent John Cleese comedy 
in which a zoo turns into a 
corporate billboard. “We 
want to make sure the ani- 
mal comes first,” he says. 


Enzoosiastic 


Of the 100 or so zoos across 
the world which your ani- 
mal-struck correspondent 
has visited over the years, 
the Albanian National Zoo 
in Tirana stands out as eas- 
ily the most miserable. The 
much-depleted collection 
consisted of a demented 
wolf, a blind bear and a 
chimp that chain-smoked 
cigarettes lit for him by 
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sympathetic locals. 

Surprisingly better is the feeling of gaz- 
ing out over the artificial African savannah 
of Animal Kingdom, Disney’s latest theme 
park near Orlando, Florida, where zebras 
trot past a termite mound and giraffes pick 
at lofty trees. Animal Kingdom is a bench- 
mark in the evolution of zoos. For just as 
zoos have become more entertaining, so 
too have theme parks become more educa- 
tional. SeaWorld, which has marine parks 
across America, led the way. Disney’s Ani- 
mal Kingdom, which opened in April, goes 
one step further. Both companies excel in 
stealth education. “People are having such 
a good time they don’t realise how much 
they're learning,” according to Diane 
Ledder, a Disney executive. 

Animal Kingdom, which bills itself as a 
celebration of man’s relationship with ani- 
mals, was first proposed by Michael Eisner, 
Disney’s boss, at a staff meeting in 1989. 
Construction began in 1995. The cen- 
trepiece, “Tree of Life”, towers 14 storeys 
high and trucks depart for the “Kiliman- 
jaro Safari” from just outside “Harambe”, a 
convincing (if disconcertingly white) East 
African coastal village. 

Doubts, however, soon vanish. The sa- 
fari is possibly the most remarkable zoolog- 
ical experiment since Hagenbeck’s zoo 
park; a detailed authenticity in a sea of 





Science saved me 


Meet Max, a 190-kilo crimebuster 


JOHANNESBURG 


T MIGHT seem strange that South Af- 
rica, home to some of the world’s most 
fabulous game parks, also has quite a lot 
of zoos. Why waste time looking at ani- 
mals in cages when you can see them in 
the wild? This question annoys Pat 
Condy, director of the Johannesburg Zoo. 
National parks, he notes, are for the rich. 
The Kruger park, South Africa’s big- 
gest, is more than 300km (190 miles) from 
Johannesburg. You need a car to get there, 
and a car to get around once inside, un- 
less you want to end up sloshing around 
in the digestive tract of a big cat, like so 
many of the Mozambican illegal immi- 
grants who try to sneak across the Kruger 
| into South Africa. Safari holidays are 
| wonderful, but they are beyond the 
means of most Africans. The luxurious 
game lodges in Botswana’s Okavango 
delta and around Sun City generally have 
no local customers at all. The average Ke- 
nyan does not earn in a week what elderly 
Europeans on a balloon safari over the 
Masai Mara spend on tumblers of whisky 
at sundown. 
| A day at the zoo, on the other hand, is 
cheap. Parties of schoolchildren pay four 
rand ($0.65) a head to wander around the 
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56 hectares of lawns, flowerbeds and 
hippo pools that Mr Condy oversees. For 
kids from barren shanty towns, the zoo 
can provide their first experience of sit- 
ting on a lawn surrounded by jacaranda 
trees. Tour guides try to instil a love of na- 
ture into schoolchildren by asking them 
to compare the feeling of standing in the 
shade of a great acacia with that of frazz- 
ling in the sun. 

Then there are animals. As most Afri- 
cans now live in cities, many youngsters 
grow up without ever seeing the lions, 
snakes and elephants that populate their 
folk legends. The zoo helps rectify this; 
though reality does not always accord 
with myth. Children who learned at 
grandpa’s knee that the hyena is an evil, 
snarling beast that haunts the night are 
sometimes perplexed to see real hyenas 
placidly sunbathing. Occasionally, the 
children are so disappointed to see lions 
snoozing, instead of standing proud, théy 
throw soda cans to rouse them. 

But overall, the zoo is a joyful experi- 
ence. An old African proverb notes that 
“Baboons do not laugh at each other's 
bottoms”; but South African children cer- 
tainly do. The rocky great-apes enclosure 
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fakeness. For it is not the number or selec- 
tion of animals that impresses—there are 
only 1,000 animals compared with 5,000 
in Fort Worth—it is their context. 

But for the banal commentary and the 
speed with which passengers are rushed 
through the experience, you could be in A£ 
rica. Exceptional landscaping and the use 
of native African plants and trees (Disney 
has planted 16,000 trees and 260 types of 
grass), make it impossible to see the barriers 
separating different enclosures. 

Animal Kingdom is already on course 
to take in 14m visitors a year, akin to taking 
Sweden on safari every six months. 

More entertainment. More education. 
The central message of zoos and theme 
parks is conservation. But that may not be 
enough. Terry Maple, director of Atlanta 
Zoo, summed up the new mood for Vicki 
Croke, who has written an excellent study 
of zoos (“The Modern Ark”, Bard, $12): 
“Any zoo that sits around and tells you that 
the strength of zoos is the Species Survival 
Plan is blowing smoke. We're going to save 
animals by being great educators and 
awareness-builders and great fundraisers, 
and building an ethic in the people who 
visit zoos that will eventually allow us to 
save the wild. We just flat out aren't going to 
save these animals in zoos.” 

— | 








is constantly surrounded by tittering 
schoolkids, pointing at the pink and blue 
posteriors on display in the baboon and 
mandrill pens. They also find Handsome 
the warthog and Fergie the orange-haired 
orangutan splendidly entertaining. 

Where African zoos are weakest is in 
research and conservation. Mainly be- | 
cause funds are scarce, they do less to pre- 
serve endangered species than do zoos in 
America or Europe. Whereas more than 
300 Western Lowlands mountain gorillas 
are in captivity in America, perhaps as 
few as three of these beautiful but endan- 
gered primates are sheltering in zoos on 
their home continent. It might help, ar- 
gues Mr Condy, if zoos like his tried 
harder to raise money for conservation 
work by, for example, accepting more 
sponsorship, opening more restaurants, 
and breeding parrots and other exotic 
pets for sale. 

That said, African zoos do help the po- 
lice fight crime. Last year, a suspected 
armed robber tried to escape by leaping 
into the gorilla pen at the Johannesburg 
Zoo. Max, a 190-kilo male, defended his | 
territory. The ape was shot twice, but the 
thief was apprehended. Max recovered 
and grateful citizens nominated him for 
the provincial premiership. He declined 
to stand, but accepted a local fruit compa- 
ny’s offer to sponsor his daily bananas. 
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| dozen people at once. Her sec- 


| whether the stories were true, 





Galina Brezhneva 


N 1971 the word went out 

from the Kremlin that the So- 
viet leader Leonid Brezhnev was 
seeking a suitable husband for 
his daughter Galina. Marxism 
had not extinguished all senti- 
ment among the Russians. A 
hard man their ruler might be, 
but he was clearly a fond father. 
Indeed, his fondness had been 
much tested. 

Galina, then aged 42, had 
been married twice before. Her 
first husband was a circus per- 
former whose act was to lift a 


ond was another circus star, a 
conjuror many years her junior. 
Brezhnev was displeased with 
the conjuror, had the marriage 
annulled and confined Galina 
to her flat while he pondered 
over what to do with her. She 
was not proving to be a credit to 
a good communist home. It was 
not just her taste in husbands; 
stories were circulating of her af- 
fairs with other circus people, 
among them trapeze artists and 
lion tamers. No one knows 


but people were enjoyably 
shocked by them anyway. 

A third husband was found. 
Galina picked him from a num- 
ber of suitors. Yuri Churbanov, a 
low-ranking army officer, was al- 
ready married and had children 
and was ten years younger than 
Galina. But Brezhnev apparently liked the man and the match 


went ahead. Galina, however, did not settle down as her father 


had hoped. She was reported to be having an affair with yet an- 
other circus man, known as Boris the Gypsy. Worse, she and Bor- 
is were said to be involved in a diamonds racket. 


Two privileged children 

Stalin also had an awkward child, Svetlana, who preferred life in 
the West. In 1967, 14 years after Stalin’s death, she was allowed by 
Brezhnev to leave the Soviet Union, and a deal was apparently 
made with the United States, where she settled and married, not 
to use her for anti-Soviet propaganda. Sometimes, Brezhnev 
might in desperation have fancied dumping Galina in the West, 
except that he feared she would have disgraced her homeland. 
On a visit to Yugoslavia her wild behaviour had shocked her 
hosts, and she did not go abroad on official visits again. 

Both Svetlana and Galina had privileged ‘upbringings, but 
Svetlana’s was darkened by the purges and her mother’s suicide. 
Galina was spoiled by a father who himself had a taste for ex- 
travagance (he had a huge collection of foreign cars). She refused 
to join the Komsomol, the wholesome organisation for young 
communists, and laughed away suggestions that she should 
study for a degree. Brezhnev was soft on other members of his 





Galina Leonidovna Brezhneva, a wayward 
daughter, died on June 30th, aged 69 


family. A son anda brother, both 
drunks and incapable of regular 
work, were given well-paid gov- 
ernment jobs. 

Historians are still making 
up their minds about the Brezh- 


er was seen as a reaction to the 
relatively liberal post-Stalin pol- 
icies of Nikita Khrushchev. In 
retrospect, though, cracks in the 
Soviet Union were (it is argued) 
becoming evident as early as the 
late 1960s, although it would not 
break up until 1991. Galina and 
her Moscow set, with their toler- 
ated immorality and conspicu- 
ous extravagance, were a fore- 
taste of the Yeltsin era. In a 
famous incident, Galina took a 
fancy to an antique diamond- 
studded crown in a museum in 
Tbilisi, the Georgian capital. 
Only the intervention of the lo- 
cal party chief stopped her pop- 
ping into her handbag a bit of 
the country’s heritage. 

More generally, too, the So- 
viet state was showing signs of 
weakness. In 1968 Brezhnev put 
down a liberalising movement 
in Czechoslovakia, but did not 
exterminate it as Stalin would 
have done. He seemed unable to 
suppress complaints about the 
the growing number of casual- 


ghanistan. 

Brezhnev died in 1982, to the relief of western governments. 
He had been ill for several years, and was in no shape to run a 
nuclear power. There were rumours that his nurse, Nina, was the 
real power in the land; and such was the mystery of the Kremlin 
that the story was half believed by worriers in the West. For 
Galina the loss of her father was a double blow. The new Soviet 
leader, Yuri Andropov, had been head of the secret police and 
kept dossiers on Galina and her friends. In 1982, her husband 
Yuri, whom Brezhnev had made a general and a government 
minister, was arrested, charged with corruption and jailed. Presi- 
dent Yeltsin freed him in 1993. Others in the Galina set were also 
rounded up, among them Boris the Gypsy, who died in jail. 
Galina was briefly held but, perhaps out of respect for Brezhnev, 
was not prosecuted. 

At 65 Galina married yet again. Little is known about her 
fourth husband except that he was 29. She was appealing, and 
not only to men. Most Russians appeared not to resent the privi- 
leges that were eventually restored to Galina: her flat in Moscow, 
the dacha in the country, her pension. After all, she had come 
through without losing her glamour. Towards the end of her life 
Galina appeared on British television, talking about the Soviet 


days. What refreshment would Miss Brezhneva care for? “Cham- | 


pagne, of course.” 


nev era. At the time, his appoint- | 
ment as Communist Party lead- | 


ties suffered by the army in Af- | 
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Deutsche Welle (DW) is Germany's interna- 
tional broadcaster. Situated in Cologne, it 
reports on political, economic and social 
events unfolding in Germany and Europe: 
We are looking for journalists 5 
Germany and Euro] the 


ENGLISH PRO 


an a freelance 
Readers are recommended nalist with an e 


to make appropriate enquiries and take j WITH 5 YEAR REFUND GUARANTEE Engli sh sn d your: c 












Learn how easy it is to become a Certified 
Professional Consultant (CPC) in your 
own field. Write for free catalogue 


The Consultants Institute 


Dept EL 30466 Prince William Street, Princess Anne, 
MID 21853 USA Fax: (410965) 4885 
















































appropriate advice before sending money, FL. MBA or PhD by distance leamingilife experience’ 
incurring any expense or entering into a ‘ary award from $400. Impossibile? Leam about 1.50% 
binding commitment in relation to an 
advertisement. The Economist Newspaper 
Limited shall not be liable to any person for 
foss or damage incurred or suffered as a 

essential information. +Free 


$ i Exp.eval 
result of his / her accepting or offering to Presi Hl paper PE Ep eva 
accept an invitation contained in any} | E0% basa cava mua rhe BHA? 


advertisement published in the Economist. 7313 Surawong Rd (Block 121}. Bangkok, 





















































http://www.cressculture.com | 


English in Englan 





KEEK Re RESEARCH SCIENTIST: AGRICULTURAL 




















info@crossculture.com ry NA ECONOMIST - Ref: RSAE2/06/98 
z% Q 
è TEN é = 
~ $ = = General: 
at Riversdown F 1 ouse A 3 The International Livestock Research Institute GERI), founded in 1994, 
° 25 years of English language and cultural training | KA a incorporates the resources of the former Intemational Laboratory for 
\ e 35,000 satisfied customers from 70 countries ILRI Research on Animat Diseases {ILRAD. Kenya) and the International | 





Livestock Centre for Africa (ILCA, Ethiopia): 


ILRI, a non-profit making research institute, is sponsored by the Consultative Groups. on 
international Agricultural Research (CGIAR). The global mandate of ILRI is to undertake 
research to enhance the role of livestock in sustainable agricultural production systems in 
Africa, Asia and Latin American and the Caribbean regions. 


a, lan dr Will you be one of the happy 1.000 for 19987 
“eS HARD LEWIS  Riversdown House, Wornford, Hampshire $032 3LH 
RICHAT Cation Ss Te 444-1962 771111 rax 444-1962 771355 | 

















ILRI employs approximately 80 Internationally Recruited Scientists, 20 Postdoctoral 
Associates and 800 Programme Support Staff based in the institute’s two campuses in 
Nairobi, Kenya, and Addis Ababa, Ethiopia, and at field sites in Niger, Nigeria, Burkina Faso, 
india, Philippines. Colombia and Peru. 


The Position: 

ILRI seeks an Agricultural Economist to assess the socio-economic feasibility, adoption, 
impact and sustainability of disease control strategies to increase the contribution of 
livestock in farming systems in disease affected areas. The incumbent will also conduct 
research, on related policy issues, such as: policy and institutional reform options for the 
sustainable delivery of livestock and animal health services, disease prevention and contrat, 
and for improving the efficiency of marketing of livestock both input and output markets.” 
This will be done in close liaison with projects on Livestock Policy Analysis: The ‘successful 
candidate will coordinate the socio-economic components of a multi-disciplinary team, 


Qualification: 

The successful candidate will have a PhD in Agricultural Economics. Background in animal 
agriculture will be an asset. Fluency in English and good working knowledge of French are 
essential, 


| SOLVAY BUSINESS SCHOOL 


Université Libre de Bruxelles 

























è | year intensive MBA in English 
o International faculty & student body 
è Specialisation in European Management 


E-mail:mba@ulb.ac.be | 
http://www.ulb.ac.be/solvay/mba/index.html | 


MONTICELLO 


Prestigious Distance Learning Programs in: 






























Experience: 
The successful candidate will have at least five years post qualification work experience.and 
a strong record of scientific accomplishments. Extensive experience working with otop- 
livestock systems is desirable. She or he should have previous experience working in multi- 
cultural and multi-disciplinary settings. High level of maturity and the ability to-establish and 
maintain effective inter-personal relationship is required. We expect the. successful 
candidate to be both creative and a team player. She or he must be able to manage human 
as weil as capital resources. 


Location: ILRI-Nairobi, Kenya 


Conditions: 

The initial contract for this position is for a three year term. Salary, dependent on 
experience, will be paid in US dollars. ILRI provides excellent benefits including employer- 
paid medical, life and disability insurance and retirement benefits. Relocation, housing, 
annual leave travel and education allowances are also provided. 


Application: 

Applicants should send a cover letter, curriculum vitae and names and address {including 
telephone, fax and email} of three referees who até knowledgeable about the candidates 
professional qualifications and work experience to the Human Resources Manager, ILRI, 
P.O. Box 30709, Nairobi, Kenya: Telephone: 254-2-890743: Fax: 254-28631499: emalt ILRI- 
KENYA@conet.com. The name and reference number of the position for which the 
application is made should be clearly marked on the envelopes of mailed, or on the fax.or 
email applications. Screening of applications wili begir:-on 4 August 1998 and will continue 
unti the post is fiffed: 


ILRI is an equal opportunity employer. 
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UNIVERSITY OF NATAL 
Durban, South Africa 


FACULTY OF ECONOMICS AND MANAGEMENT 


: DEPARTMENT OF ECONOMICS 


A 
Closing date: 28 August 1998 
The Department of Economics is seeking to strengthen its teaching 
and research capabilities, especially at postgraduate level, and 
invites applications for a Chair in Economics from candidates who 
have a distinguished research and teaching record in Economics. A 
PhD in Economics is the required minimum formal qualification. 

The Department offers undergraduate majors in Economics, as well 
as an Honours degree, a Coursework Masters programme and the 
PhD by dissertation. The Economic Research Unit that is located in 
the Department offers the opportunity for Involvement in projects 
based in the Southern African region. 
Interested applicants are invited to telephone Professor Merie Holden 
for an initial informal discussion (031) 260-2581. 

The commencing salary notch will be commensurate with qualifications 
and/or experience. In addition, an annual service bonus is payable. 
Applicants should send a fult curriculum vitae plus the names and 
addresses, fax numbers and e-mail addresses of at least 3 
-¢ontactable referees to the Advertising Officer, Human Resources 
| Division, University of Natal, King George V Avenue, Durban, South 
Africa, 4041. Telephone +27-31-260-1446, Fax +27-31-260-2139. 




























































MACAULAY 
LAND USE 
RESEARCH 
INSTITUTE 








ENVIRONMENTAL/NATURAL RESOURCE 
ECONOMICS 


Researcher 


To join a strong research group engaged in the economic analysis 
of environmental issues in the land sector. The main focus of the post 
is on the analysis of policies to support biodiversity, the protection 
and enhancement of ENE uci and public benefits from 
the countryside. Research facilities are excellent and there are 
opportunities for collaborative research with scientific staff and for 
consultancy. 

Applicants should have a good first degree in a relevant discipline 
and. research experience in economic analysis as applied to envi- 
ronmental issues. Experience in environmental valuation would 
be highly desirable but not essential. Applicants should have a 
PhD or other evidence of research skills. 


The appointment is for three years in the first instance but there is 
potential for a permanent appointment depending on performance. 
Starting salary, depending upon qualifications and experience, 
will be norinal within the range £16,000 - £22,000 per annum 
(performance related to a maximum of £24,900). There is a non- 
contributory Superannuation Scheme and MLURI is an Equal 
Opportunities Employer. 

MLURI receives funding from the Scottish Office Agriculture, 
Environment and Fisheries Department. 


Further particulars and application forms can be obtained 
from Personnel Administration, The Macaulay Land Use 
Research Institute, Craigiebuckler, Aberdeen, AB15 8QH. 
“Tel. 01224 318611, Fax 01224 311556. Email: e.cock- 
burn@mluri.sari.ac.uk, to whom completed application 
forms must be returned by 31 July 1998. 


Please quote Ref. No MA27/98 















































Institute 
Social Studies 
The Hague, The Netherlands 


The 1S5 is an international čeni’ 
for higher education and res 
j development studies. Posigt 
, programmes conductéd in English are 

`% available at the Diploma, ; 
MA and PhD levels. 






























ent, to commence as soon as possible, is for an initial 
years with possibilities of extension and, after suitable 
finite contract at the level of Universitair Hoofd 


HD). : 


uiti-disciplinary staff group on “States. Societies, World 
pment’ is responsible for two Majors in the 15-month 
er of Arts in Development Studies as well as two offers in the 
stitute’s six-month Diploma Programme. It also conducts a 
ostgraduate programme in human rights. 

er group conducts research on related topics and 
institution-building projects as well as advisory services 
the world. 





















the general fields above, the appointee will have specific 
sibilities for the Major in Public Policy and Administration 
which examines issues of public policy formulation, imple- 
ation and evaluation in the context of development strategies 
d the changing role of management therein. PPA looks at the 

ons and interactions of government, the state and other agents 
n defining and acting on public purposes. It considers both policy 
and administration as well as their interface at the levels of strate- 
Ry; programme, project and organization. Clientele of the PPA 

ajor include senior and middle-level administrators/managers at 
national, regional and Jocal level as well as teachers and 
researchers of public policy and administration. 







The appointee would also cooperate with other teaching projects, 
with particular reference to development synergies among 
overnment, NGOs, business and international organizations. 

s in other faculty appointments at the ISS, he/she will be expec- 
ted to undertake research, projects of collaboration with educa- 
tional institutions in developing countries, consultancies in areas of 
expertise, and academic administration of the staff group as well 
as at Institute-level when necessary. 





Tasks and Responsibilities: 

e Teaching, research and project/advisory work in the areas of 
public policy management and organization, with special 
reference to evaluation methods and analysis; 

e Management tasks and responsibilities at the staff group level as 
wel as, when duly requested and appointed, at Institute-level, 
an 

* Willingness to travel and to reside abroad in connection with 
ISS projects and advisory obligations. 


Requirements: 

e Solid academic background, including a PhD or Doctorate in a 
relevant social science (public administration, political science, 
sociology, management, economics); 

© Excellent record of relevant publications, and 

e Professional and academic work experience in developing 

countries and/or countries in transition. 


univers 
accordance wi 


Applications, accompanied by a curriculun 
three referees, ghould reach the ISS befor 
addressed to Professor JB Opschoor, Rect 
of Social Studies, PO Box 29776 
The Netherlands, Women as well as c 
developing countries are particularly enco 
ted candidates will be requested to sup ly 
output; at that stage their referees will be c 












Additional information can be obtained fro 
Search Committee, Profess 
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S KW creative technologies new york, Ilc 

Swiftly becomi f the fi UIT consulting fi 

CONSULTANCY FOR COMMERCIALISATION/PRIVATISATION is Mlarhaher the dynaiie wasn as i tooled 
OF PUBLIC UTILITIES IN TRANSITION COUNTRIES 


for the industry's best and brightest: 
A) German Financial Cooperation with Georgia - Invitation to Tender 


Apply online or fax 212-925-5750 for openings in: 
KW intends to finance consulting services to assist the Georgian national 
power generation company SAKENERGOGENERATIA in the preparation and 
implementation of a private management concept including the preparation of 
tender and contract documents for the operation of the Varzikhe Hydro. Power 
Cascade. Interested consultants with experience in the field of privatisation of 
the power sector as well as regional experience may obtain the tender 
‘documents from the address listed below. Closing date for the submission of 
proposals is August 24, 1998, 


B} German Financia! Cooperation with Albania - invitation to Prequalify 


KFW intends to finance consulting services to assist selected Water Supply 
and Sewerage Enterprises in the development of an action plan towards their 
commercialisation. Interested consultants may obtain additional information 
“from the address listed below. Closing date for the submission of 
Prequalification documents is August 10, 1998. 


Kreditanstalt flr Wiederaufbau (KfW), 
PaimengartenstraRe 5-9, Frankfurt am Main/Germany, 
‘Department Lla (Europe and Near East), Fax: +49-69-7431-3490, atin. Mrs Kluger. 


wwwetny.com technology « marketing « sales + finance 














EXECUTIVES, JOB HUNTING IN ASIA}} 


Contemplating a career search into, within or out-of Asia? We can help} 





















Career Tel. (662) 2674685 Fax. 2674688 

j Email: cpasia@bkk loxinfo.co.th 
Path 357% Room A, 1249/212 Charoen Krung Rd., 
Asia Bangkok 10500 Thailand. 










The Science of Farming and Food 


Teagasc — The Agriculture and Food Development Authority - is the national agency providing research, advisory and training services for 
the agriculture and food industry in Ireland. It now invites applications for the following post: 


Applied Economic Analyst 


To enhance the information provided for decision making in the Irish agri-food sector, Teagase wishes to make an appointment in the area of farm 
management data analysis. The appointee will join a team of analysts working to generate projections for the Irish agri-food sector in partnership 
with the Food and Agricultural Policy Research Institute at the University of Missouri and universities in the Republic of Ireland and Northern 
Ireland. 

























The appointee will be required to: 
(i) provide systematic projections of the impact of changes in prices and policies on farm receipts, costs and incomes; 
(Gi) develop and test computable models of Irish farms to show their likely response to changes in policies and markets and the impact of these 
changes on profitability; 
(iii) facilitate the analysis of data from the National Farm Survey and its use in projection generation. 
Essential: An honours university degree, or equivalent. 


Desirable: Proven skills in computer aided manipulation of large data sets and their analysis, preferably including modelling the performance of 
businesses; experience in the use of relevant computer software: a facility with business management data; good communication skills, 


Appointment will be for a period of two years on an initial salary of up to IRE22,000. 


Further details and application form from 


Personnel Department (Ref: H/EU/2), 





Teagasc Head Office, 

19 Sandymount Avenue, Ott +] EUROPEAN UNION 
Dublin 4, Ireland. . ee’ 2 te 
Telephone: +353 1 668 8188. Fax: +353 1 660 3776. LAET d Suil Funds 


Latest date for receipt of completed application forms is Friday, 31st July, 1998. 






Teagasc is an equal opportunities employer, 
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| European Emerging Markets 


Competitive package - London 


Morgan Stanley Dean Witter, a leading global Financial Services firm, 
has earned an enviable reputation for innovation, integrity and 
enterprise in a volatile and dynamic business. 


“Now the opportunity has arisen for a capable and highly motivated 
team. player to support one of our Senior Economists in the 
forecasting and analysis of EMEA countries. 
To succeed in this challenging role, you will néed.a strong degree in 
Economics, ideally supported by a post-graduate qualification and/or 
one to two years’ related work experience. Excellent verbal and 
written communication skills are essential, along with expertise in: 






|} @ data gathering and analysis 
“economic modelling 
>W- spreadsheet analysis 

Any central European languages would be a further advantage. 
Please send your full CV and a covering letter explaining why you 
are interested in a career in Emerging Markets, to: Debbie King, 
Morgan Stanley Dean Witter, 25 Cabot Square, Canary Wharf, 
London E14 4QA. 


Closing date 24th July 1998. 


MORGAN STANLEY DEAN WITTER 






















COMMONWEALTH SECRETARIAT 
COMMONWEALTH YOUTH PROGRAMME 


“One-third of the world’s young peaple live in Commonwealth countries and are the greatest 
resource for Commonwealth nations’ future development and play an increasingly vital role in 
the nation as it exists today. it is imperative to ensure that young people are empowered to 
transform their societies in a positive way” - Commonwealth Plan of Action for Youth 
Empowerment: 1998 


DIRECTORS ARE REQUIRED FOR THE REGIONAL CENTRES IN AFRICA 
(ZAMBIA) AND THE CARIBBEAN (GUYANA). 


The CYP is a leading international youth and development agency. It is a youth- 
dedicated fund and programme within the Commonwealth Secretariat. 


“poCYP Regional Centres deliver a range of innovative services and programmes to 
Commonwealth countries in each region. The focus of activities is through 3 strategic 
directions; youth empowerment, including participation and economic enfranchisement, 

: national youth policy development & human resource development. 


Regional Directors are responsible for the implementation of a regional work 
programme, which includes advising government on policy issues, collaborative work 
with donor and international development agencies and work with youth NGOs and 
networks, 


Regional Directors will be recruited from the regions relevant to each Centre and will 

have substantial managerial experience, strong socio-economic policy analysis skills, 

experience in project management as well as direct experience in youth empowerment & 

development. Applicants should possess at least 7 years experience of working in one or 
| more of CYP’s strategic areas. 


The closing date for applications is 17 August 1998 and appointments are expected to 
take effect in January 1999. 


Full details about the Programme, Job Description and Conditions of Service are 
available from 
Overseas Personnel Section, Commonwealth Secretariat, Marlborough House, 
Pali Mall, London SW1Y 5HX, UK. 
Tel: 0171 747 6178, Fax: 0171 747 6520, E-mail: a.desilva@commonwealth.int 


The CYP also undertakes work across the Commonwealth in the three strategic 

areas, and for this purpose maintains a database at its office in London of 
“consultants and experts in these fields. If you would wish to register your interest 
| In-such activities please ask for an application form quoting ref no: CON/DB. 


The Commonwealth Secretariat is an Equal Opportunity Employer. 
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The Hague, The Netherlands 


The ISS is an international centre 

for higher education and research in 
development studies. Postgraduate teaching © 
, Programmes conducted in English are 
available at the Diploma, 

MA and PhD levels. 


) a Lecturer in International” 
s and Development (m/f). 


ent, to commence as soon as possible, is for an, 


le review, an indefinite contract at the level of 
tair Docent (UD). 


7 





multi disciplinary staff group on ‘States, Societies. World 

t is responsible for two Majors in the 15-month 

Arts in Development Studies as well as two offers in the 
i month Diploma Programme. It also conducts a 

eck postgraduate programme in human rights. 

member group conducts research on related topics and 

es in institution-building projects as well as advisory services 
‘Oughout the world. 


Tasks and Responsibilities: 
® Teaching, research and project/advisory work in the areas of 
international relations and development, globalization, interna- 
tional political economy, regionalism: and South/South linkages; 

e Management tasks and responsibilities at the staff group level 
as well as at Institute-level; and 

e Willingness to travel and to reside abroad in connection with 
ISS projects and advisory obligations. 


Requirements: bs 

e Solid academic background, including a PhD or Doctorate i ina: 
relevant social science (political science, international relations,” 
economics, etc); 

e Excellent record of relevant publications; and 

© Professional and academic work experience in developing 
countries and/or countries in transition. 


Employment conditions are comparable to those at Dutch: 
universities. Salary dependent on. qualifications and. experience in 
accordance with scale 11 or 12 of the salary scales for academic: 
staff at universities and institutions of higher education inthe: 
Netherlands, with a maximum of NLG 7359 or NLG 8387 gross 
per month respectively, plus an-eight percent holiday allowa 


Applications, accompanied by a curriculum vitae a 
of three referees, should reach the. ISS before 15 


fax (431. "70-4260799, 















of two years with possibilities of extension and, àffer 









































INTERNATIONAL CONSULTING OPPORTUNITIES 


Spanish Leading Engineering Consultancy Firm is seeking 
a J candidates with international experience to work abroad: 
INSTITUTIONAL DEVELOPMENT (Ref. ID) 
| TRANSPORT ECONOMY (Ref. TE) 
HYDRAULICS (Ref. HE) 
ENVIRONMENT (Ref. EE) 
| WATER SUPPLY & SANITATION (Ref. WS) 
| SOLID WASTE (Ref. SW) 
‘PROJECT MANAGER for a Road Maintenance Programme in 
‘Africa is urgently needed (20 years experience preferably in 
| Africa). 
‘| Answer with enclosed CV to the att. of Mr J. R. G. Pachón 


-C/Balbino Marrón s/n Portal A 41018 Sevilla (Spain) 
Fax: 0034954924551 E-mail: andalucia@typsa.es 


DO YOU FEEL LIKE YOUR CORPORATE - 
LADDER HAS RUN OUT OF RUNGS? 


Do you feel the need for new challenges and opportunities? H you're 
a global senior executive, over 40 years old and accustomed to a 
+100K annual salary, we can be the answer to yoùr next jump on the 
ladder of success, At Resume Broadcast International, our dedicated 
team assists you in your professional search from start to finish - ag 
a matter of fact we're here for you 24 hours a day, 365 days a year. 
Opportunity is only a phone call away. at Tel: (909) 866-4213, Fax: 
(909) 866-4244 or E-mail: 102224.3306@compuserve.com 


‘Resume Broadcast international ` 
PO BOX 2892, Big:-Bear Lake, California CA92315, USA, 
Tel: +4 (909) 866 4213, Fax: +1 (909) 866 4244 
Email: 102224.3306@compuserve.com 


Provide Forward-Looking Analysis 
for a World-Class Regulator 
Manager, Emerging Markets Economics Unit 


The Financial Services 
Authority (FSA) is the new 
integrated regulatory 
authority for the UK financia! 
services industry, Its scope 
will ultimately extend 
to banking, securities 
and investments, building 
societies, insurance, 
friendly societies and 
credit unions, 


oh 
7 Ko 
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The recent Asian crisis underlines the key role 
that the surveillance of political, economic 
and financial sector developments in emerging 
markets has to play when assessing risks for 
UK-authorised financial institutions, who are 
involved in these countries. 


This, in essence, will be the brief of the 
Emerging Markets Economics Unit, which 
will add value to the FSA’s supervisory and 
regulatory work by producing well targeted, 
forward-looking analysis that anticipates the 
requirements of the FSA's senior management 
and line supervisors. 


As Manager, you will be responsible for setting 
the strategy and priorities of this Unit whilst 
overseeing its day-to-day activities. This means 
making a significant analytical contribution 
yourself, as well as developing and motivating 
your team. You will also be expected to forge 
and maintain an extensive network of contacts 
Within the relevant business and academic 
communities, both in the UK and overseas. 


To be considered, you must possess the 
impressive level of macro and micro-economic 
analysis that stems from at least ten years’ 
experience in financial, government or 
research institutions, A strong understanding 
of financial stability, risk management and 
regulatory issues are also essential, as is 

the ability to lead a team of analysts and 
communicate economic concepts clearly 
and convincingly to senior management. 


The rewards and prospects wilt be fully 
commensurate with your high level of 
expertise and the significance of the positión. 


interested? Then please call 0171 269 6204 
for an application form quoting 
reference MEU, 


Closing date for the receipt of 
application forms: 
3ist July 1998. 


Financial Services Authority 
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Equity Capital Markets - Associates 


-London £: Investment Banking 














Commerzbank Global Equities is the rapidly-expanding equities division of Commerzbank AG. With an-exter 
| sive global network and excellent equity capital base, Commerzbank is well-placed to develop a high- quality, 
_ profitable investment banking operation internationally. 









“As part of the build-up of the Global Equities business, an outstanding opportunity has arisen for a number o 
associates to join the Equity Capital Markets division in London. 


The role 
As an-associate you will join an experienced international team focused on a broad range of equity and 
< cequity-linked capital market transactions in both the developed and emerging markets. You will work closel 
_ with senior marketers in originating, structuring and executing transactions, and will manage projects through 

= to completion. 










Sualifications 
‘Excellent academic record with at least a 2:1 degree 


x -Minimum of two years’ relevant experience gained within an investment bank, management consultancy ; 
vor consultancy arm of a top-tier accountancy firm 


è Highly numerate and computer literate with strong financial modelling skills 
@ Good communicator and team player 

















In the strictest confidence, please send a full CV to: Samantha Hills, Recruitment, Commerzbank Global Equities, , 
60 Gracechurch Street, London EC3V OHR. 
Commerzbank AG is regulated by the SFA for C O M M E R Z B A N K ; 


the conduct of investment business in the UK GLOBAL EQUITIES 
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Danagro is a leading international consul- 


Consultants for Danagro Projects in CIs, tant in the fields of agriculture; rural 


development, forestry and natural 


Eastern Europe and Developing Countries resource management. In carrying out 


our activities we respect foreign cultures, 





















We are currently reinforcing our resource base to * Rural development/institution building specialist the environment and the societies in 
strengthen our core competence. For this purpose we (Team leader) which we work. We are jointly owned by 
are inviting internationally focused agronomists, agro- * Finance and ae per T me it the Carl Bro Group, and the Danish 
‘ k fi 
engineers, economists, foresters, sociologists, sodo- and accounting functions o complex rural deve- Agricultural Organisations. We have sub- 
economists, environmentalists and administrators to lopment programmes (EU project experience pre- aa een’, 
apply for long-and short term assignments within: ferable} sidiaries, offices and associates in a num- 
+ Agricultural policy advice and planning (Agricul- e Soil conservation specialist ber of key markets. 
ture sector programmes, Agriculture and rural + Watershed management specialist with an 
development in transie economias, Private advanced degree in : natural ba ae E We look forward to receiving your app- 
sector development, Rural organisations) * Agfi-business specialist with emphasis on marke- fication with your CV at the mentioned 
* Agricultural production (Livestock developrnent ting, development economics, SME and manage- ec f 
and veterinary services, Crop seed production, ment B address, fax or e-mail. If you need addi- 
Agri-industry/food technology) * Rural finance specialist : tional information, Verner Jensen and Per 
* Natural resource management (Forest manage- * Monitoring & evaluation specialist Bollerup-Jensen shall be pleased to assist 
ment, National park management, Organic far- ° Tree crop specialist D you by phone. 
ming, Soil fertility, Integrated pest management) * Training & extension specialist e 











For a specific rural development project in S.E. Asia we WE OFFER 
are in urgent need for candidates to fill the following Challenging assignments with attractive remuneration Da n a r 0 
posts: packages in a professional, international environment. g 


Danagro a/s * Granskoven 8 * DK-2600 Glostrup, Denmark e Phone +45 43 43 45 90 * Fax +45 43 43 4043 « E-mail: dan@carlbro.dk 





THE SANDOZ CHAIR COMMUNITY : 
IN MANAGEMENT || DEVELOPMENT DIRECTOR 


AND THE ENVIRONMENT : Afghanaid 


Based Peshawar, Pakistan © 


INSEAD is inviting applications and nominations for The Sandoz Chair Afghanaid, a British NGO with head ‘office in Peshawar and field offices in 

in. Management and the Environment. q Afghanistan, seeks an experienced international professional to lead the 
The school is seeking an outstanding academic with a strong record of d agency's expanding community development Programmes, 

published research which could be in a variety of disciplines such as : Afghanaid’s community development programmes provide the central focus 

for the agency’s work in Afghanistan which aims to enable communities 

i to achieve livelihood security and increase incomes. Our goal is to organise 

tional behaviour, technology management, decision science, etc. i communities to obtain equitable access to the skills, methods and inputs 

INSEAD is the leading international business school located near j needed to use sustainably their own resources. It involves institution building 

q through village organisations, and interventions in key sectors in agriculture, 

animal husbandry, common property resource management, micro-finance, 





economics, environmental science, public policy analysis, organisa- 


Paris; France. The school has 115 full-time faculty members represen- 
ting 25 nationalities, and attracts 600 MBAs and 5,000 executives from income generation and health education. 


around the world each year to its campus. INSEAD also offers a four- | || Candidates should have a good degree (preferably at’ Masters. level) 
year PhD programme that currently has 40 students enrolled. The in a relevant discipline, ideally community development, agriculture 
“working language is English. q or economics. A solid understanding of community. development 
Xi and social mobilisation, backed by at least 10 years developing world. 
: i : experience including a substantial period ‘in the management, design and 
include a curriculum vitae and the names and addresses of three refe- “hands-on” implementation of community development projects, is essential. 
rees. Nominations or requests for more information should be sent to: j Previous experience of working in Islamic cuties and in areas of conflict 
Professor Hubert Gatignon would be an advantage. 

Chairman of the Sandoz Chair Search Committee | || As a member of the Afghanaid Directorate, the Coenainieg: Development 
INSEAD, Boulevard de Constance, Director will need to be a team player and have excellent interpersonal skills, 


71305 Fontainebleau Cedex, France. Closing date for applications (in the UK) - August 14th 1998. 


Tel: 331 60 72 42 91, fax: 331 60 72 40 99 ehh sis fomato abaut ik D is Devdiopmieni 
E-mail : hubert.gati @inseadsh ‘or er information about the position of Communit evelopment’ 
Be te ee ee Director and the work of Afghanaid contact Oxford Human Resource 
INSEAD is a non-profit association and does not discriminate on the i Consultants Ltd on fax 44 1865 201717 or email mwills@oxfordhr.co.uk 
‘basis of race, religion, national origin or gender. For an informal discussion cali Michael Wills at Oxford HR Consultants Ltd, 
The Oxford Centre for Innovation, Mill Street, Oxford OX? OX, UK. 
Telephone 44 1865 201515 


POWER STES 


fe Er Economist for price control review management 


ormen or 





Applications will be accepted until the position is filled and should 


























auegrmerty 


eeauarien Glasgow £28,000 - £35,000 





At the Office of Electricity Regulation our task is to kick start competition in electricity supply and to steer the monopoly businesses —_ 
‘of the electricity companies. And it could.soon be yours if you join us as our Price Control Review Manager for Scotiand. 
“ What would you manage? Your biggest task would be the whole process for price control reviews — a task that would see you 
working closely with colleagues at OFFER in Birmingham and, naturally, with representatives from the electricity companies. The 
reviews are comprehensive, highly complex, and involve a wide range of consultants, both those working directly for OFFER and for : 
external organisations. They're also sensitive, addressing issues such as the companies’ performance over the review period, i 
consideration of the scope for efficiency savings in future, and the appropriate rate of return for a monopoly business. Your second 
“big task would be to contribute to the overall management of consultants, to ensure that their inputs all mesh together to give actual 
n © pricing decisions a clear sense of direction. 
intellectually and personally, it's a role that's absorbing and highly challenging. So you'll need at least a 2.1 in economics (a post- 
“graduate qualification would also be valuable) and PC skills that enable you to extract the key facts and issues from a mass of 


information. A good understanding of accounting and financial economics would be useful. On a personal level, you'll need the 
: courage to challenge accepted wisdom, but the interpersonal skills to present your challenges in an understandable and acceptable way. 


a The regulatory framework for the. whale UK utilities gector is fast becoming a model for the rest of the world. If that’s the level-of | - 
success you'd like to puton your cv; don't waste any time before applying. 


For more details and an application form {to be returned by 31st July 1998), write to Capita RAS, Innovation Court, New Street, 


Basingstoke, Hampshire RG21 7JB, or telephone 01256 468551 (24 hours) or fax 01256 383786/ 383787. internet: 
_ http://www.rasnet.co.uk/ Please quote reference B3829. 


“An equal opportunity employer ; ns j AP I T A : Ky 
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ASSOCIATE DIRECTOR 


Located in Boston, MA, The Alliance for Em -onmental Innovation, an 
initiative of the Environmental Defense Fund and the Pew Charitable Trusts, 
develops partnership projects with major corporations to help implement 
measurable actions that reduce waste, prevent pollution and conserve 
resources, while enhancing business performance. The Associate Director 
will play-a lead role in developing and executing business partnership 

“projects, building the Alliance’s identity in the environmental and business 
communities, and in managing the Boston office. 


| Qualified candidates will possess.a graduate degree in Economics, Business 

“Administration, an environmentally relevant science, or related field. 
‘Requires 8-10 years int such areas as project management, strategic planning. 

"analysis, business development, marketing, development and 

_ implementation:of business solutions. A broad understanding of 
environmental issues is essential. 








Please send. your resume including salary requirements to: 
S: Harvey, EDF, 1875 Connecticut Ave., NW, Washington, DC 20009. 
Fax: (410) 521-4397, E-mail: susanhi@edf.org EOE/M/F/D/V. 














ichool of Development Studies ae) 
NORWICH 
eRe 





LECTURESHIP IN 
“DEVELOPMENT ECONOMICS 


Applications are invited for this one year fixed term appointment tenable from 
as soon as possible. 


The appointment will be made in any area of the economics of developing 
countries. The post would be suitable for someone nearing completion of, or 
having just completed, a PhD and looking to start a corer as a lecturer. 


The successful candidate will be expected to contribute to economics teaching 
at the undergraduate and Masters level, and an ability to teach in the area of 
industrialization as well as basie undergraduate courses in economics would be 
an advantage. 

Salary will be on the Lecturer A scale, £16,655 fo £21,815 per annum 
{from 1 October}, plus USS benefits. 


Interviews are likely to be held in early September. 


Further details and an application form should be obtained 
from the Director of Personnel and Registry Services, 
University of East Anglia, Norwich NR4 7TJ (answerphone 
01603 593493, Email: Personnel@uea.ac.uk), to be returned 
by 31. July 1998. Please quote reference AC197. 




















UEA is committed to excellence in education and research. 





SEMINAR 





(@ Harvard University 
| Understanding the New World of Health Care 


An Inte 






ve Introduction to the U.S. Health Care System 


October 31 — November 8, 1998, Cambridge, MA, USA 


This intensive executive program offers an in-depth introduction to the 
U.S. health care system. You will gain an understanding of approaches 
to problems thal affect health care systems throughout the world 







"Stimulating experience H was illuminating to learn just how 
much in common there is between different nations striving to 
deal with apparently unique health care problems. The debate 
amongst participants vividly exposed the inffuences of culture. 

politics, and economics on health care delivery and policy.” 








leon G Fine, FRCP, FACP, University College London Medical School and 
Royal Free Hospital School of Medicine 









To receive a brochure and application, call, fax, or email: 
Tel: 617-496-1069 Fax: 617-496-0300 z 
eleanor brimlėy@harvard.edu ; 
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EUROPEAN ENERGY MARKETS 
Strategic, Financial and Quantitative Analys 


Excellent career opportunities for individuals with superior ani 
commercial capabilities to join the London based team building a 
energy business in the European electric, natural gas and oil mark 
long established company has trading offices and industrial assets world 


+ Senior Strategic and Financial Analyst: The individual will become. 
of the senior team identifying and executing strategic initiatives: wit 
responsibility for project, market and competitive asset analysis, Suecessfu 
candidates will have five to ten years-of commercial experience in analysing 
and executing complex transactions and ‘superior economic, market ‘and: 
financial analytic skills. Intellectual curiosity and rigour are essential. 
Knowledge of trading practices and European energy markets a plus. Fluency 
in two European languages required: 


* Market and Strategie Analyst. The individual will be responsible for: 
analysing specific strategic alternatives, asset acquisitions and complex 
structured transactions, Successful candidates will have one to’ three years’ 
experience in project analysis and be quantitatively orientated. Intellectual 
curiosity and rigour are essential. Knowledge of trading practices and 
European energy markets a plus. Fluency in two European languages required. 
* Electric and Gas Modelling and Quantitative Analyst. The individual. 
will lead the development of complex quantitative tools analysing the 
European energy markets used to support trading and asset acquisitions. The || 
successful candidate will have a post graduate degree in a technical discipline |. 
with a quantitative orientation such as Operations Research, Mathematics or |} 
Economics (or the equivalent experience) together with strong analytical | 
skills, programming skills and a good knowledge of optimisation techniques 
including linear, mixed integer and stochastic programming, Knowledge of | 
European energy markets and trading practices a plus. 


































Salary competitive, prospects exceptional. 
P.O. Box 4081 
The Economist Newspaper Ltd 


25 St. James’s Street 
London SW1 1HG 














The Economist 
Conferences 


Economist, Latin America 
Based in Miami ne Se 





The- Economist Conferences, part of the Economist Intelligence Unit within: The 
Economist Group-publisher of The Economist newspapet-is the heading provider: of |: 
face-to-face opportunities for dialogue between. government leaders and senior multi 
national executives. The Economist Conferences organises Government Roundtables, 
industry and Operations Forums in key Latin American countries, and manages a 

number of senior executive Peer Group Forum programmes throughout the Aniericas.. 
















Reporting to the General Manager, The Economist Conferences, Americas, the candidate: 

will: : 

e provide intellectual focus primarily for the Latin America Regional Managers’ Club. 
the Peer Group Forum in Miami~and offér input and assistance to other peer group: 
managers throughout the region ge 

* chair all Peer Group Forum meetings, lead discussions and make presentations Also | 
responsible for developing briefing and conclusions papers associated with such E 
meetings ; 

* provide presentations or personal briefings to senior executives of multinational 
companies : 

e participate in and provide content input into Government Roundtables and 
Operations/Industry Summits : 

This is net a research position but-a role that requires a high degree of interaction+ 

internally with colleagues in the region and externally with senior executives'and © = 

government officials. The ideal person would: 

* possess good analytical skills and be able 16 understand and interpret the impact of 
politcal and economic change on the business environment 

e be able to communicate effectively with senior corporate executives and with 
chents to analyse their needs 

e possess excellent writing and presentation skills—Spanish language skills a plus 

s have extensive knowledge of economic, poliical. social and business issues in 
Latin America 

e hold a degree in economics and/or Latin American Studies-an advanced degree 
is preferred, but not essential 

< have a background im journalism, research or strategic planning 

e have experience working for a multinational in Latin America~beneficial but not 
essential oa 

Please fax resume to: Leonardo Brightly, The Economist Conferences at (1.212) 245-6413: 

The Economist Conferences + 11) West 57th Street e New York, NY 10099. 
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% “Justice rated #1 in Callback service.” 








unina asocion San es 
Japan 27 
* Business, residential, Korea 49 
and cellular savings. Taiwan 49 
e Earn Free air travel with Venezuela 43 
WorldMiles program. Brazil ve 
= TA Intra-European 

* join the prestigious Leg Rates: 
Í Justice Agent program. Belgium 16 
Czech Republic 25 
Germany 43 
Italy 21 
Netherlands 13 
Norway 1 
Russia 36 
Switzerland 16 
Mention this ad for a sign-up bonus, Agent inquiries welcome UK 08 


1-310-526-2200 ° 1-310-526-2100 fax ° www.justicecorp.com 








The Original 


kallback. 


¢ No Deposit 


New lower 
fates! 


e Instant Activation 
+ No Miminum e ideal for Home, Office, 
e No Set Up Fees Hotels and Mobile Phones 


“Callers get dependable, high-quality service” 
The International Heraid Tribune Wanted 
Tel: 1.206.599.1992 * Fax: 1.206.599.1982 


417 Second Avenue West + Seattle, WA 98119 USA 
www.kallback.com * e-mail: info@ kallback.com 





Super Low International 
Telephone Rates! 


To the 
U.S.: 
19¢ 


To To 
Germany: France: 
25¢ 28¢ 

25¢ 
28¢ 
216 
25¢ 
33¢ 


To the 

U.K.: 
21¢ 
18¢ 
21¢ 
14¢ 
18¢ 
26¢ 


rom: 





France _ 
Germany 


Switzerland 
AK: 

Netherlands 

Italy 


Tel: 1 (212) 629-3268 
Fax: 1 (212) 629-3269 


Great rates from the U.S. maxinfo@maxtelecom.net 


1 (800) 965-1645 


APPOINTMENT 


mat A SERVICE Since 
Modern, comfortable 
Serviced Apartments offering Best Value for Maney 
Unbeatable locion in South Kensington 
2 person apartment from £70 per night 
4 person apartment from £115 per night 


ovr 





EXECUTIVE DIRECTOR 


With partners in Haiti, Mexico, Palestine and 
Eritrea, Grassroots 
mission of justice and development. Resume 


CONDON 


Touris? Board Commended 


| ASHBURN GARDEN APARTMENTS 
3 Ashburn Gardens, London SW7 4DG. U.K. 


“ax: ++ 44 171 370 6743 
AR DEN 


International advances a 


by Aug 21 to Exec Dir Search Committee 
Grassroots International 
179 Boylston St 4 FI - Boston MA 02130 
ph 617 524-1400 erassroots@ igc.org 





102 


















CANADA IMMIGRATION 


INVESTMENT & EMPLOYMENT OPPORTUNITIES 
Canadian immigration for successful business persons / qualified 
professionals under applicable visa programs. Secured, 
government backed investments available with ing. 
Employment searches conducted. Our timely and confidential 
representations are provided by esteemed legal counsel, Our 
money back guarantee is your assurance of success. Visit our 
award winning Internet World Wide Web site for a confidential 
assessment of your qualifications, without obligation. 

Our Firm welcomes collaborations with qualified agents. 


LAW OFFICES OF COLIN R. SINGER, Attorney 


Tel. 








Canadian Citizenship & Immigration 
510-4999 Ste-Catherine St. West 
Montreal, QC, Canada, H3Z 1T3 










"Canada's leading internet law firm" 
World Wide Web Site: hup://www.singer.ca/ 


OFFSHORE COMPANIES 


aC E. TAX PLANNING | ee) 
TRUSTS 


Since 1977, The ICSL Group has specialised in advising on the use of offshore 
companies and trusts to achieve personal and corporate tax savings 


INTERNATIONAL TAX PLANNING 
can provide innovative’ solutions to your complex tax problems 
We can assist you in setting up and managing a structure to help you achieve 


substantial tax savings 


To receive our explanatory booklet on offshore and international tax 
planning and trusts or to arrange a discussion, all free of obligation or 
charge, please contact your most convenient ICSL office. Alternatively, 
visit our Web Site at http://www.ICSL.com. 

HONG KONG - Simon Hanley 
Tet +852 25421177 Fax +852 2545 0550 





LONDON - Peyman Zia 
tet +44 171 493 4244 rac +44 171 491 0605 
Emait hk@ICSL.com Ema: UK@ICSL.com 


ISLE OF MAN — Diane Dentith AMERICAS - Paul Winder 
tet +44 1624 801801 Fax +44 1624 801800 tet +1649 946 2828 Fax +1649 946 2825 
Emait: iom@ICSL.com Emait: tci@ICSL.com wall 


NOBODY 


SAVES YOU MORE 
ON INTERNATIONAL CALLS! 


RATES TO THE U 


TN See eee AE y 4 - 
France. .....25¢| 
Germany ....22¢ 
Italy........32¢ 
Netherlands. . 25¢ 
Switzerland. . 26¢ 
Brazil.......63¢ 


Malaysia ... . 49¢ 


Call: 201.287.8400 Fax: 201.287.8434 
In the U.K. Call: 44.171.360.5037 Fax: 44.171.360.5036 
economist@newworldtele.com http://www.newworldtele.com 





Most new customers are 
referred by satisfied 
NewWorld users 


Now earn 20% by 


referring a friend 


Numerous Special Services Included 
- No Extra Charge - 








Business to Business agents welcome 
201-287-8400 


1ELECOMMONICATIONS 





1402 TEANECK ROAD + SUITE 114 + TEANECK, NEW JERSEY + 07666 -+ USA 
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BUSINESS & PERSONAL 





LUCRATIVE HOME BASED BUSINESS 
> 6/7 figure income not MLM. Serious 
people call 0181.236 4984 and listen. 





FREE CASH GRANTS! College. 
Scholarships, Business. Medical bills. 
Never Repay. Toll Free 1-800-218- 
9000 Ext. G-4265 US Only. 





GOV'T FORECLOSED: homes from 
pennies on $1. “Delinquent Tax, 
Repo's, REO’s. Your Area. Toll Free 
(1) 800-218-9000. Ext.’ H-4265 for 
current listings. 





2ND PASSPORTS / Driver's Licences 
Í Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax: +3120-5241407;, E-Mail: 
“.400413.3245@compuserve.com; 
http:/Avww.globai-money.com 


IMMIGRATE TO CANADA 
“We Can Help” 


25 Years Experience in immigration Matters 
Thè law firm of Samjen & Peterson 
bttp:/wwwsomjen.com 


Toronto, Ontario, Canad: SK 2. 
Tek: (446)922 8083 Fax: (4169922 4234 
“We Can Help“ 


CUT THE COST OF YOUR 
STAY IN LONDON 
Comfortable self-contained serviced studio flats 
in Knightsbridge near Harrods, fully equipped 
kitchen-dinette, bathroom, phone, satellite T.V. 
central heating, elevator, maid service, resident 
manager. Suit 1-2 persons, Brochure by Air-Mait: 
Knightsbridge Service Apartments 
45 Ennismore Gardens, 

London SW7 1AQ. 

TEL: 0171 84 4123. Fax: 0171 584 9058. 
info@ksflats.demon.co.uk 
www. ksflats.demon.co.uk 





YOUR BOOK PUBLISHED] 


New Authors Welcome 
| All subjects considered for publication. 


A complete and professional service from fi OMe I 
manuscript to bookshop shelf. Worldwide hå 
distribution 
Write or send manuscript without obligation 10; 


Janus Publishing Company, Dept 16 
Edinburgh House, 19 Nassau St, London UK WIN 7RE | 
Fax; +44 (0) 171 636 8756 | 


Http www januspublishing.co.uk f 











[NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED: 
Fiction, non fiction, Biography, Religious, 
Poetry, Childrens, 
AUTHORS WORLD-WIDE INVITED. 
WRITE OR SEND YOUR MANUSCRIPT TO:- 


MINERVA PRESS 
2.0LD BROMPTON RD. LONDON SW7 3DQ. 


between 


a great design 


www.techmankanata.com 


and a great 





product 
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qualifications fort rie w tO 


Law Offices of 
DOBKIN & SHERMAN, P.C. 


* IMPORT/EXPORT AGENCY 


x Nọ capital or exp. req. No risk. Work 

from home. Part/Full time. Help Desk. 

§ Established 1946. Clients in 120 couniries 
Free Booklet. 


WADE WORLD TRADE 
Dept 2024 50 Burnhil Road 
Beckenham Kent BR3 3LA 
Tek +44 (0) 181 650 0180 (24hrs} 
Fax: +44 (0) 181 663 3212 
http:/www.wadetrade.com 
e e nemeas se MR eee 


2nd PASSPORTS 
OFFSHORE COMPANIES 


For confidential, professional service, 
contact: 

Maritime International Ltd. 
P.O. Box WC166, Bay View Place, 
Crosbies 
St. John’s, Antigua, West Indies 
Tel +1 (268) 461-2624 
Fax +1 (268) 462-2718 
Email: maritime@candw.ag 


U.S. Company, No Taxes? 
YES, YOU CAN! 


It’s easy. 
H's fast. 
It’s 100% private. 
It’s 100% legal. 
For FREE consultation 
and brochure filled with 
surprising information, contact: 


GLOBAL BUSINESS SOLUTIONS, INC. 
Phone: USA+ (619) 578-7541 
Fax: USA+(619) 578-0238 
E-mail: gbs@millennianet.com 


OFFSHORE 
COMPANIES 


COST EFFECTIVE 
NOMINEE & MANAGEMENT SERVICES 
AVAILABLE 


BVI £275 
GIBRALTAR £275 
ISLE OF MAN £275 
IRISH £275 
BAHAMAS £275 


OTHER JURISDICTIONS AVAILABLE 


PROFESSIONAL SERVICE PROVIDED BY 
IN HOUSE LAWYERS & ACCOUNTANTS 
CREDIT CARDS ACCEPTED 


FIDUCIARY MANAGEMENT 
SERVICES LIMITED 
13 WIMPOLE STREET 
LONDON W1M 7AB 
TEL: 0171 436 8100 


FAX: 0171 436 8188 
E-Mail: CoForm3@Fiduciary.Co.uk 
http//www. FiduciaryGroup.com 


== START YOUR OWN =" 


WORLD ise 
No. 1 OFFSHORE 
COMPANY AND 
TAX PLANNING 

SPECIALISTS 


Since 1975 our worldwide staff of 
over 275 multi-disciplined 
professionals including lawyers, 
chartered accountants, chartered 
secretaries, and bankers have 
provided confidential and cost 
effective company formation in all 
the maor low tax areas 


d BAHAMAS 
@ BELIZE 
© BV ISLANDS 
© DELAWARE LLC 
@ GIBRALTAR 
@ HONG KONG 
© HUNGARY 
@ IRELAND 
@ ISLE OF MAN 
@ JERSEY 
® MADEIRA 
© MAURITIUS 
@ NEVIS 
@ SEYCHELLES $350 
Other Jurisdictions & Offshore Banks 
Available on Request 
LUXEMBOURG - EVELINE KARLS 
Tel: +352 224 286 Fax: +352 224 287 
FINLAND - JENNY KOMPULAINEN 
Tel: +358 9 6969 2569 Fax: +358 9 6969 2565 
HUNGARY - LASZLO KISS BSc (Econ) 
Tek +36 1 351 9959 Fax: +36 1 351 9668 
CYPRUS - CHRISTODOULOS VASSHIADES 
Attorney-at-Law 
Tei: +357 2 473211 FAX: +357 2 463463 
SINGAPORE - DIANA BEAN 
Tet +65 535 3382 Fax. +66 535 3991 
HONG KONG - RAYMOND CHOI! 
MBA MLIA (Dip} 
Tel: +852 25220172 Fax: +852 26211190 
SHANGHAI - BART DEKKER LiM 
Tei: +86 21 0248 4355 Fax: +88 27 6248 1421 
USA WEST COAST - AICS Ltd 
KEVIN MIRECKE Atiomeyat-iaw 
Tel: +} 714 854 3944 Fax: +t 714 854 8967 
For Immediate Service & our Free 110 
Page Colour Brochure Contact: 
ISLE OF MAN - C W FORSTER 
OVERSEAS COMPANY 
REGISTRATION AGENTS LTD 
PO Box 55, Ramsey, 
isle of Man, Great Britain, IM99 4EE 
E-mail: economist@world-mail.com 
TEL: +44 1624 815544 
FAX: +44 1624 817080 
FONDON RICHARD COOK, ssc 





Tel + 355 1096 Fax. +44 171 483 4979 


“1509002 CERTIFICATED 


Offshore Information on 
Www.ocra.com 





‘OFFSHORE 
COMPANIES 
BY LAWYERS 


SCF is one of the world's largest tang 
planning practices. Fully owned. and 
operated by lawyers and accountants, 
All-our consultants are professionally 
trained and will ensure your affairs will 
be dealt with in an atmosphere of 

utmost privacy and confidentiality. 


WORLDWIDE OFFICES CAN 
= PROVIDE: g 

© BANK INTRODUCTIONS ` 

© FULL NOMINEE FACILITIES 

© FOUNDATION REGISTRATION | 

© TAX PLANNING ADVICE FROM QUALIFIED. 
LAWYERS & ACCOUNTANTS. 

© COPYRIGHT & PATENT REGISTRATION 


LOWEST 1" YEAR 
& ANNUAL FEES 
GUARANTEED 


For confidential & irendly 


LONDON OFFICE 


90-100 SYDNEY ST, 
ir beg LONDON: 
TEL: + ie 2274 
FAX: + 171-873 9688 
E-mail: offshore@scfgroup.com 


FREEPHONE: 0800 262 856 
www.scfgroup.com 


DUBLIN OFFICE 
27-29 LWR PEMBROKE ST, DUBLIN 2 
TEL: + 353-1-662 1388 
FAX: + 353-1-662 1554 
E-mail: ofishore@sctgroup-iokie 
Athens, Budapest, Lisbon, Monaco, Moscow, go 
Nicosia & Sofia : 


For a free colour brochure on 


how you can save taxes please | 
complete this coupon below: | 
























COMMODITY PRICE INDEX 
Wm The price of aluminium on 
| the London Metal Exchange has dipped | 
America’s jobless rate increased to 4.5% in June. | below $1,300 a tonne, a four-year low. At | 
; _ the same time as new sources of supply are 

copr "e Economist poll emal Reell saks- © Unemployment _ coming on stream, Asia’s economic crisis | 

3mthst tyear 1998 ; 3mths? 1 year latest yearago has weakened demand in the region. Alu- : 

4 32 a o 8&lmay 88 | minium is now piling up in warehouses | 
Mar in Japan, as recession has hit the country’s | 
construction and car industries. China 
used to ship 90% of its exports to other | 
| Asian countries, but it is now expanding | 
| exports to Europe and America. It has | 
_ scrapped export licences and may become 
i : | anetaluminium exporter for the first time | 

10 + 06 E -112 May ~ 1.0 Ap E | this year. Russia is also expected to step up | 
36 56 Apr 4a M | exports to earn foreign exchange, though | 
many of its smelters are running ata loss. 
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Switzerland 





| 1990=100 % change on 
i Jun 30th Jul 7th* one one 





mpàred with average of previous 3 months, at annual rate. #New senes, Fel arrora aaa Aaa 
rate 4.8% in May. §Mar-Nay, | Dollar index 














| PRICES AND WAGES Italy’s rate of consumer-price inflation rose slightly, to 1.8% in the 

| year to June; its rate of producer-price inflation fell to 0.6% in May. Japanese producer prices 

| fell by 0.3% in the year to June, compared with a 1.7% fall in the year to May. American 
- | workers received a pay rise of 4.2% in the 12 months to June—a real increase of 2.5%. 



































6 | 
| S8 B= 50 264 | 
% change at annual rate The Economist poll i Sterling index j i 
Consumer prices* consumer prices forecast _Producer prices* Wages/earnings Ro | All tems 974 | 
3mthst 1 year 3 mths? 1year 3mthst 1year | food 1180157 09 Ci 
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All items 32.8 
Food 187.7 
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| | $ pe 29765 29455 + 04 = 82 
| | Crude oil North Sea Brent 
| | Sperbarel 1342. 1290. -7 








| * Provisional, © Non-food agriculiurats. 








Wi MEDICAL COSTS In general, wealth- 
ier countries spend a bigger share of their 
‘national income on medical care than 
poorer ones. Health-care spending 
“reached an estimated 7.8% of Gpp, on aver- 
age, among OECD countries in 1997. This 
includes all money paid for medical 
goods and services, including insurance 
‘and prevention programmes. America 
| spends the most on medicine, a weighty 
-14% of Gop, but this level has held steady 
since 1993. Canada has actually seen its 
health-care spending drop by a full per- 
centage point over the past five years, 
thanks to efforts to contain costs.Germany 
and. France are trying to control their 
“health-care costs, but they have failed to 
prevent a further rise in spending as a 
share of GDP over the past five years. 


| Health spending 


per person, 1997 estimates, $/000 at 
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| STOCKMARKETS All the markets in the table rose in the week to July 8th. European mar- | E COMMERCIAL BANKS For the third 
| 











kets soared, led by the airline, bank and car sectors; new all-time highs were reached in year running, British-registered HSBC 
Brussels, Paris, Frankfurt, Amsterdam, Stockholm and Zurich. | Holdings tops the Banker magazine's list 
of the world’s largest banks ranked. by 



























































i 
| 
| Share price indices % change on | x A n 
1998 Sha on ora Dec 34st 1997 | shareholders’ capital. Chase Manhattan 
Jul 8th high Tow week year high in local ins | has replaced Bank of Tokyo-Mitsubishi in | 
| Australia 2,774.1 2881.4 2,5249 28 29 37 a 4 ae l second place. The list is based on capital at | 
A i a ie z 4 + 2: + 2, - 3. + d +0. sas ls i 
; Austria 1,526.6 1,6286 1,2457 +15 + 91 =n) + 173 1166 | the end pineal before Citico p agreed to 
Belgium 3,5420 3,549.2 2,405.0 7 03 $47 zz 4 æs aa | Merge wi Travelers. Continuing finan- 
Britain sose e18 5o88 + i5 +262 16 + 17o s165 |Cial difficulties mean that there are now 
Canada 7,4513 7,822.3 6,240.0 + 14 +133 Zar + 112 + 80 | only six Japanese banks in the top 20, the 
Denmark 748.8 778.8 667.1 + 24 +223 -39 + 108 +95 | lowestsince the ranking began. Their re- 
france 2,773.7 2,773.7 1,873.1 + 15 +43.8 nit + 42.6 + 40.7 | turn-on assets is the lowest in the chart. 
| Germany 6,0131 6,013.1 4,0873 +18 +483 ni + 415 z400 | 
italy 1,540.7 1,654.4 1,053.2 + 58 +76.5 ~ 69 + 463 +444 | 
Japan 16,531.0 17,2643 14,6644 zaio -161 2575. + 83 + 08 | 
Netherlands 1,259.8 1,259.8 892.0 +34 +347 ni + 379 +364 | 
Spain 7 332.9 938.8 6326 + 80 +487 -o6 + 475 +457 | 
Sweden 39114 3,911.1 2,853.1 + 7.0 +227 nl + 304 +283 | 
Switzerland 8,227.2 8,227.2 6,062.1 + 24 +376 ni + 313 $254 | 
United States 9,175.0 9,211.8 7,580.4 + 14 +17.0 ~ 04 + 160 rieo | 
| Word” 1,115.1 T1154 896.5 4 14. +163 Perey + iga O] 





* Morgan Stanley Capital international index includes above markets and eight Hata.  . s- | 








MONEY AND INTEREST RATES America’s 30-year government bond yields dropped to | 
5.57% on July 6th, their lowest closing level ever. The 12-month rate of growth in France’s | 










































































broad money supply eased slightly in May, to 5.0%. | 
f 
Money supply* interest rates % p.a. (Jul 8th 1998) | 
% rise on year ago over- 3-mth money market banks bond yields Eurocurrency | 
a narrow broad night latest year ago prime gov't? corporate 3 mths bonds | 
Australia +118 +55 May 470 5:00 5.30 8.75 5.47 6.00 5.25 5.31 
Austria +55 +18 Apr 3.38 3.62 339 6.50 4.82 na na 5.62 “| 
Belgium +57 +66 Mar 3.51 3.61 331} 725 483 550 3.69 442 | 
Britain +63 +92 May 6.06 7.81 7.00 8.50 5.85 6.13 781 6.29 | 
Canada +12.5 +42 May 462 4.95 3.08 6.56 5.23 6.01 491 5.19 | 
Denmark na +28 May 380 4.14 360 675 482 704 416 469 | 
France +10.0 +50 May 338 3.48. rn 3.30 6.55 4.74 5.02 3.50 | 
Germany +56 +37 May 338 3.55 3.13 490 465 465 3.50 | 
italy +12.2 +10.1 May 5.06 488 6.81 7.88 4.99 5.33 4.80 | 
Japan ; +8.0 +38 May 0.43 0.58 0.53 1.63 1.68 1.43 0.72 i 
Netherlands +57 +66 Mar 337 3.39 3.11 5.25 4,73 5.13 3.44 H 
Spain: +134 +16 May 4.33 4.33 5.21 7.00 4.89 5.18 4.27 | 
Sweden na +27 May 415 4.14 4.05 458 484 4.89 425 456 | 
Switzerland +96 +16 Apr 1.94 2.13 1.56 4.00 315 339 206 257 | 
| United States +1,3 +10.2 May 6.25 5.47 5.60 850 542 660° 563 541 | 
t Ten-year bond rates (United States 30-year 5.63%, Japan No.182 1.37%). uly 7th | 
*Narrow: Mt except Britain MO, broad: M2 or M3 except Britain M4. Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belglan Bankers’ Assn, Chase | 
Manhattan, CA IB investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, }.P. Morgan, Paribas, Royal | 





Bank of Canada, S£-Banken, Svenska Handelsbanken, WEFA Group, Westpac, DatastreanviCV. Rates cannot be construed as banks’ offers. 





RADE, EXCHANGE RATES AND RESERVES The yen stabilised at ¥140 against the dollar after falling by 0.7% in the week to July 8th. In 
trade-weighted terms the yen dropped by 0.5%, sterling lost 1.3%, the dollar gained 0.4% and the p-mark gained 0.3%. Spain's 12-month 
current-account surplus remained unchanged in April, at $7.1 billion. 







































































Trade balance*, $bn Current account, $bn Exchange rate Currency units per $ Currency units Foreign reserves* $bn 
latest latest 12 latest 12 mths trade-weighted? jul 8th year ago per per per 
month months Jul8th year ago £ DM ecu 
| Australia ~ 0.31 May ~- 06 - 58 QI 83.5 912 1.62 1.34 266 089 177 
Austria = 1.29 Q55 - 49 = 35 Ap 3102) 128124 i 
Belgium + 0.87 jan + 11.6 + 13.5 Mar 102.3 101.6 37.5 36.4 
Britain -2.32 Ap - 25.0 - 02 Q1 105.7 104.1 0.61 0.59 3 
| Canada + 0.84 Apr + 138 ~ 11.2 91 80.6 84.3 1.47 137 — X 
| Denmark + 009 Ma + 3.7 + 05Q1 1049 +1038 693 67% 
| France + 253 Ap + 297 + 40.9 Mar 1056 1040 6.10 5.95 
Germany + 6.61 Ap + 743 + 11 Apr 103.8 102.4 1.82 1.76 
Italy + 3,03 Ap + 27.3 + 30.3 feb 75.8 76.0 1,791 1,719 ; 
| Japan + 9.80 Apr +113.2 +106.4 Apr 7 1355 140143 ~ 
Netherlands + 1.67 MarSS + 16.7 + 22.1 Q4 7016 1009 2.05 1.98 
Spain = 0.70 Ap — 189 + 7.4 Apr 768 766 154 43 %3 849 168 ü 167 
$ Sweden + 133 May +171 + 55 Apr 84.6 847 8.07 We 
Switzerland + 0.13 Apr + 0:2 + 21.1 Qi 104.6 1047 1.53 146 0 
United States -21.48 Apr -208.9 soan OOOO T30 003 = St eee 
Australia, Britain, France, Canada, Japan and United States imports fab, exports fab. All others cifffob. t1990=100, Bank of England. +Excluding gold, IMF definition. 
§Forwaid rates for delivery January tst 1999, calculated by J.P. Morgan, §§Not seasonally adjusted. 
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| expected to remain the fastest-growing | 








E ECONOMIC FORECASTS This week | ECONOMY Malaysia's visible-trade surplus rose to $3.8 billion in the1 
| The Economist launches a new quarterly | 
_ poll of private-sector forecasters. The table 














_ shows the average of their predictions of | 1.4%. Based on a new series, Thailand's inflation rate rose to 10.7% in June. 

| growth and current-account balances for _ l 
25 emerging economies. Despite the fall- -_“ change on year earlier _tatest 12 months, $bn_ Foreign reserves, $bn | 
| A Rea E i Latest Y. 

| out from Asia’s financial crisis, China is | sania Baars pen : haama oon eas eran 








~ 5.6 May 





1.0 May +44.9 May +23.1 1997" 





112.13 













| emerging economy. Our seers expect its 
GDP to grow by 6.7% in 1998 and 7.2% in 
1999. They also expect continued strong 
growth in Poland, with Gpr rising by 5.8% z Bre aoe 
in 1998 and 5.5% in 1999. Argentina is | — : a eae 
tipped to be Latin America’s star per- ape A 
former, with 5.5% growth this year, but Bra- | 
zil’s growth is forecast at only 1.3%. / 
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Turkey +6704 +86 My + 906 wn =22.2 A 
Czech Republic - 0.9 o + 3.0 ar + 13.0 ma = 3.2 Ma 
ats Hungary + 4.9 01 
























Russia ~ 1.2 May ~ 2.1 May + 64 jun +14.7 apr 
*Estimate. tinciudes gold. Visible and invisible trade balance. §New series 












































_ bank governor pushed the South African rand down to 6.75 to the dollar at one point. Athens 
| and Istanbul were the best stockmarket performers, with rises of more than 9%. 








| 
sign of agreement with the IMF. Worries about the appointment of Tito Mboweni as central- | 






















































Currency units Interest rates — Stockmarkets % change on ! 

per $ ~ peré short-term  Julëth ooo Dec 31st 1997 | 

Jul 8th year ago Jul 8th % p.a. one “intocalin$ | 

week currency terms | 

China +t? + se 29 | 
Hong Kong 10 











| Philippines 
W ASIAN OUTLOOK The consensus on | groes 


Indonesia’s economic prospects is ever 
gloomier. Our forecasters, on average, ex- 
pect that its GDP will shrink by a shocking 
15.5% in 1998, and by a further 0.6% in | 

1999. Thailand and South Korea will also 8 r 20.51 <2 10336.0 
see severe recessions this year, with GDP | -— e za mi Sar 
falling by 7.3% and 4.9% respectively. T 


| GDP 
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32.7 
189 
EA 
578 38 




































Sources: Natonal statistics offices, central banks and stock exchanges, Datastream iCY; EIU; Reuters; Warburg Dillon Read: 1P. Morgan; Hong Korg 
| Monetary Authority; Centre for Monitaring indian Economy; Bank Negara indonesia; Malayan Banking: Philippines National Economic and Development 
| Authority, Hoare Govett Asia: HEL: Baring Securities: Merrit tynch: Bank Leumi Le-tsraef: Standard Sank Group; Akbank; Bank Ekspres, Deutsche Bank: 
+ Russian Economic Trends. 
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| If the world 

is really getting smaller, 
being “global” just isn’t 
the big idea anymore. 








These days, everybody says they’re “global” 

But saying you’re global isn't the same as “being” global. 
It’s not just where you are, it’s how you are there. To us, 
being global means being completely local. Entirely at home. 
The way we are in 100 countries around the world. 

Our job is to understand a country by its people, not just 
by its airports. To grow our customers’ business by 
understanding, the issues that are literally around the corner. 
Not just around the world. And that’s a big idea. 
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Japanese voters have given their govern- 
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Bad attitudes 


-0 Str-—Bagehot, in his article on the 
~ syiolent death of a young black 
oman, Stephen Lawrence (July 
4th), concludes that nobody can 
-knowhow widespread racist atti- 
“tudes are in Britain. In fact, this is 
not true. The British Social Atti- 
tudes Survey has been tracking 
this sort of information for near- 
~ ty two decades. Each year thou- 
‘sands of randomly sampled 
-Britons are asked: “Would you 
describe yourself as prejudiced 
against people of other races?” In 
“1997, a remarkable four out of ten 
<= replied yes. Sadly, this is the same 
figure as found in the early 1980s. 
Itis rare in face-to-face surveys 
for so many people to own up to 
intolerant views. The true figure 
is likely to be higher—probably 
the majority of Britons. 

This is not only a British prob- 
lem. With colleagues at Harvard, 
Dartmouth and Oxford, I have 
recently studied surveys of 
reported happiness levels ofhun- 
dreds of thousands of people 
across western countries. Black 
people report much lower happi- 
ness levels than whites. We do 
not yet know why but racial hos- 
tility is probably a large part of 
the explanation. 

ANDREW OSWALD 
Coventry T A 








Influencing Israel 


Sir—Your leader on the Middle 
East (June 27th) is very discourag- 
ing. You seem to imply that the 
only “crumbs” the Palestinians 
can hope to get are through 





Economist 


Subscription Service 


America’s influence. Yet you 
know that Congress has totally 
embraced Israeli views and posi- 
tions regarding Palestine. You do 
not consider European influence 
or pressure. It seems that Europe 
is much less tolerant than Ameri- 
ca of Israel’s misbehaviour. Yet it 
is not certain that Europe could 
be effective. Aside from banning 
imports from settlements, Eu- 
rope has done little to encourage 
a fair solution to these problems. 
Several years ago the then 
prime minister Yitzhak Shamir 
said: “I don’t care what the Euro- 
peans say as long as 1 have the 
United States Congress on my 
side.” Binyamin Netanyahu 
seems to feel the same way, par- 
ticularly when Europe's disap- 
proval is limited to words. But 
strong action by the Europeans 
might influence a few represen- 
tatives or senators in Congress. 
Manassas, 
Virginia PAuL MATHIEU 
aE senda ean bc = 





Manufacturing news 


S1r—Modern manufacturing has 
indeed become global (Survey, 
June 20th) and this reorganisa- 
tion of production affects social 
and political affairs as countries 
become increasingly dependent 
on economic ties to foreign 
states. More importantly, this 
type of production is only possi- 
ble—or desirable—given a partic- 
ular structure of world politics; 
one that favours free trade and 
mobile capital. 

However, to gain the greatest 
efficiencies, truly global produc- 
tion networks need not only 
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FAX + 


open markets but markets with 
similar regulatory systems. 
Major firms lobby governments 
around the world for deregula- 
tion or for global negotiations to 
harmonise rules or, better yet, for 
self-regulation. 

As firms lunge into emerging 
markets, they also find them- 
selves more exposed to another 
increasingly global set of actors: 
activist pressure groups, urging 
them to adopt. international 
codes of ethical conduct that 
commit them to better practices 
with regard to the environment 
and human rights. Media atten- 
tion to violations, shareholder 
activism, consumer boycotts, 
and political action can all affect 
the corporate bottom-line. 

The reorganisation of produc- 
tion along global lines is not sim- 
ply the technological or manage- 
rial innovation you portray. 

VIRGINIA 


Washington, DC HAUFLER 


Sir—The configuration of the 
global machine on the cover of 
your survey in effect prevents 
every gear in the machine from 
rotating. This could havea damp- 
ening effect on output. 
Hong Kong TIM TESLUK 
az ele reas | 





Wish you were here 


Sır—Your august publication has 
sunk to the level of the American 
gutter press with your article 
about St Vincent (June 13th). Itis a 
scurrilous piece of irresponsible 
“journalism” at its worst. 

Apart from the questionable 
factual content—we would be 
interested to know the where- 
abouts of the supposed “islands, 
many dotted with storage pits for 
drugs’—your denigration of this 
country by insinuating that it is 
an island where Colombian drug 
barons and inept politicians 
abound is a misrepresentation 
in which arrogance is exceeded 
only by absurdity. 

Yes, there is unemployment 
here; yes, there are drugs; Po 
there is a paucity of glitzy 
tourism on the main island of St 
Vincent. The very same might be 
said of any small town in Great 


0171 839: 2968 


E-MAIL + letters@economist.com 


industry with tens of thousands 
of visitors each year.Crime is low, 
the people are friendly; most 
have nouse fora front-door key. 
MARTIN BARNARD 
Kingstown, Chamber of Industry 
St Vincent and Commerce 
powem sin a 





Striking facts 


Sir—Perhaps your profile of the 
General Motors strikers in Flint 
(Face value; June 20th) was writ- 
ten by. the same person who in 
1988 wrote that Gm had been per- 
manently outsmarted ‘by the 
Japanese, only to. see Gm sales 
climb from $120 billion then. to 
nearly $180 billion last year while 
profit went from red figures to 
handsome black ones. 

Which of your reporters, while 
retaining the loving affection. of 
the employees, could’ preside 
over a reduction of employment 
from some370,000 world-wide to 
the present 220,000? Which of 
your reporters will volunteer to 
bring the Flint stamping plant 
up to competitive efficiency. 
while keeping the “loyalty” of its” 
workers? 

Since 1937 the vaw has had 
only one goal—maximum wages 
and benefits for its members for 
as little productive effort as possi- 
ble in return. . 
Mattapoisett, 
Massachusetts 


ROBERT 
COQUILLETTE 
scien s 





Express delivery 


Sir—I was disappointed to read 
your article on the Express (July 
tth): | assume that you have not 
seen the Express recently. If you 
had, you would know that since 1 
took over as editor, less than 
three months ago, we have con- 
tinued to be harsh on the govern- 
ment when we felt it was 
deserved. We. have relentlessly 
investigated the financial affairs 
of Geoffrey Robinson and have 
raised £500,000 ($820,000) for 
Sudan, flying in the face of gov- 
ernment: policy. Only this. week 
we have called for Tony Blair to 
concentrate on real issues and 
ignore the Cool Britannia- hype. 
Your article was unbalanced, un- 
representative and misleading. 
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EUROPEAN CENTRAL BANK 








VACANCIES IN THE EUROPEAN CENTRAL BA 






ECONOMISTS IN THE DIRECTORATE GENER/ 
FOR RESEARCH 


2 The k Europei Central Bank (ECB), established in Frankfurt am Main on 1 June 1998, is urgently seeking highly- 

qualified economists for its Directorate General for Research. The ECB has its own terms and conditions of employ- 
ment, including a competitive salary structure, retirement plan, health insurance and relocation benefits. Candidat 
must be a national of a Member State of the European Union. 















The main task of this Directorate General is to identify, investigate and conceptualise new issues directly relevant to 
the single monetary policy and to the performance of other functions of the European System of Central Banks : 
(ESCB). Its main aims are to review and suggest medium-term policy options. The fields of research in which 
expertise is sought are, inter alia, monetary policy strategy and operational frameworks for monetary and foreign 

‘|. exchange policies, the assessment of monetary policies, financial stability and the international monetary system, 











Qualifications 


* Advanced post-graduate studies in economics (a Ph.D in economics would be an asset); a significant publication ; 
«record anda solid foundation in theoretical and applied economics, as well as extensive research experience the 
areas related to ECB functions. i 







* Candidates should have the appropriate skills and experience in one or more of the areas of work mentioned 
above. K 

* Good knowledge of English and the ability to present research findings and address policy i issues in non-technical : 
terms. Working knowledge of at least one other European Union language is required. 







- Ref:ECB/01/ OBE a 










Applications 
Applications should include a Curriculum Vitae and a recent photograph, references confirming the required experi- ; 
ence and skills and, if possible, copies of (published or unpublished) papers or notes prepared by candidates. They- epee 
should quote the reference number and should be addressed to the European Central Bank, Directorate Person- 
nel, Postfach 16 03 19, D-60066 Frankfurt am Main and should reach us no later than 24th July 1998. Applica- 
tions will be treated in the strictest confidence and will not be returned. 









In the letter of application, candidates are invited to indicate the area(s) of work for which they feel they are best 
qualified. 





These vacancies are also published on Internet: http://www.ecb.int but applications should only be submitted on 
paper via surface mail. = 
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IRC International Water and Sanitation Centre 
The Hague, the Netherlands 


IRC is an international knowledge institute on water 

_| supply, sanitation and related environmental issues in 
developing countries. It deals with information, training, 
research and advisory services. With its highly motivated 
40 staff members, and its partners in the south and the 
north, it plays an important role in the water and sanitation 
sector. 


IRC is looking for two new staff members: 


Head Research and Development 
(36 hours/week; salary level Dfi. 90,000 - 120,000/year) 


Responsibilities: 
General management of the R&D section (12 staff) dealing 
with Research, Institutional Development and Innovation. 
Policy development on key R&D issues. 
Innovation of IRC’s services and products, developing 
publications and representing IRC at international meetings. 
Acquisition of projects for the R&D section. 
Participation in the management team. 


Requirements: 
Professional qualification: PhD or MSc level. 
Relevant experience of more than 10 years including long 
term experience in developing countries. 
Fluency in English and at least one other language (French, 
Spanish, or. Portuguese). 
Strong leadership qualities and proven management 
Capacities. 
Willingness to travel and work overseas on a regular basis. 


Project Officer 


(36 hours/week; salary level Df! 50,000 - 75,000/year) 


Responsibilities: 
Desk & field research.in IRC projects. 
Supporting other IRC staff members in developing 
publications and in project implementation. 

*® Support to training activities. 


|. Requirements: 

“s Professional qualification: preferably MSc or comparable 
level. 
Relevant professional experience in WSS including atleast a 
period of two years in developing countries. 
Fluency in English and preferably good command of another 
‘language (French, Spanish or Portuguese). 
Willingness to travel and work overseas on a regular basis. 


Applications, including a detailed curriculum vitae and the names 

of three references should be submitted within three weeks after 
: the publication of this advertisement to: IRC International Water 

and Sanitation Centre, Ms. M. Broersma, PO Box 93190, 

2509 AD The Hague, the Netherlands. For further information, 

contact Ir. J.T. Visscher, Director; or Mr. H. Nederlof, controller, 

tel. 31 (0)70 306 8930, E-mail Sbrosrsma@jire. ni> : 


41) FITCH IBCA 


The International Rating Agency 


Fitch IBCA, the international credit 
rating agency, has vacancies in its 
expanding team analysing the credit 
worthiness of sovereign borrowers. 


A good command of English and 
the ability to write clear and 
authoritative reports are essential to 
these London based posts, which 
involve extensive travel. Applicants 
need to be able to spot risks and 
make reasoned judgements on their 
likelihoods and consequences. 


Senior Economist 

Senior economists are Fitch IBCA’s 
leading analysts in assessing country 
risk. TI here are vacancies for specialists 
in both Asia and the Middle East. 
Presentational skills are important, as 
they communicate Fitch IBCA’s view on 
individual sovereign ratings and the 
outlook for their region to subscribing 
investors and the press. 


Successful candidates are likely to have 
an excellent first and second degree in. 
economics, a sound analytical grasp of 
political economy and macro-economic 
policy, computing skills, and experience 
of country missions or policy work, 
probably for a well-regarded 
international institution, finance 
ministry or central bank. 


Please write or fax in confidence by 24th 
July to Christopher Huhne, group 
managing director of sovereign and 
international public finance, Fitch IBCA 
Ltd, Eldon House, 2 Elden Street, London 
EC2M 7LS 

or fax to +44 (0)171 417 4343. 
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$238888 The 
esssee British 
223233 Council 


leading international educational exchange 


DIRECTOR 


Central Bureau for Educational 
Visits and Exchanges 


salary £50-60k 


The Central Bureau is responsible for promoting and supporting 
the provision of international education, training and experience 
for young people and educators in the UK. Within the European 
Union it is a leader in its field and is the UK national agency for 
many of the relevant European Union programmes. Last year’s 
budget was £17m (£11m from the European Union and £6m 
from UK Government departments). Support for modern 
language teaching is a central part of the Bureau’s work. 


The Director is chief executive of the Central Bureau. S/he reports 
“to the Assistant Director General of the Council responsible for 
grant-funded activities, Management and service delive ory are 
Riana responsibilities alongside developing external 
relationships and winning new business. Specific challenges in 
the next few years include: 
. developing the Bureau’s programmes in line with 
UK Government education and training policy 


central London 


* expanding the Bureau’s. work in the European Union and 
China, Russia, Eastern Europe. and Latin America. 
The British Council seeks to appoint as Director an exceptional 
individual in the field of education management with knowledge 
of education systems in several countries (inc luding thorough 4 ! 
knowledge of the UK) who is a talented communicator, negotiator. 
and leader, able to maximise the Bureau’s resources andu 
strategically. Significant experience of managing chan 
and resources is essential as is cominitrnent to internatie 
intercultural relations and the development of young peop 
forei sign language competence is. important. 


‘To apply please send in strict confidence a detaile d cv to Douglas 
Board at Saxton Bampfylde Hever ple (ref: DNCF), PO Box 


` 198, Guildford GU1 4FH or fax +44 (0)1483 30 30 29 
# to arrive not later than Tuesday 25 August 1998, 
{ bie We will contact you by the end of September. 


ADVERTISED RECRUITMENT AND CONSULTANCY 
A PRACTICE WITHIN SAXTON BAMPFYLDE HEVER AG 


“Our cllent, the Uganda Wildlife Authority (UWA) is the leading organisation with overall 
oes over the conservation and management of Uganda's wildlife resources and 
protected ateas. The organisation is responsible for managing the protected areas, including 
nationa! parks and wildlife reserves as well as wildlife management areas, including wildiite 
sanctuaries and community wildlife areas. 
in order to ensure a more effective, efficient, and commercial organisation, UWA wishes 10 
recruit a high calibre person as its Executive Director. 

The person we are looking for will be a visionary leader, an excellent communicator with strong 
interpersonal and influencing skills and high levels of integrity and customer orientation. it you 
are the kind of person described above, have a proven track record of achievement, thrive on 
challenge and meet the requirements given, then we must hear from you. 

Reporting to the UWA Board of Trustees, the Executive Director will be the Chief Executive 
Officer and will be responsible for putting in place all the essential management components to 
ensure UWA becomes a viable, functional, sustainable, transparent and reputable organisation. 
The ideal candidate will have: 


“@ a advanced degree in conservation, environment or business 
related disciptine: 
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PRICEWATERHOUSE(COPERS 


EXECUTIVE SEARCH & SELECTION. 


e. over ten years experience at a senior level: Experience in wildlife 
conservation or environment will be an added advantage: and 


e — strong business management skills with an impeccable record of 

accomplishment in strategic planning and management, handling large budgets, organisation 
festructuring and transformation, implementing performance standards and continuous 
improvement of service quality. S 


This is a World Bank funded position with a very attractive and competitive remuneration package 
to the successful candidate. The appointment will be on a three year non-renewable contract. 


If your background, experience and competencies maich the given specifications for: this 
position, please send us your application letter and detailed curriculum vitae giving full career 
details including current salary, daytime telephone number and names and addresses of three 
referees, quoting ref. AG/EDAIWA/98 on both application letter and envelope to:- 


Ann Garry, Executive Search & Selection 
PricewaterhouseCoopers, Herman House, 
1 George Street, 

Uxbridge Middx UBB 100 

EMail: ann.e.garry@uk.pweglobal.com 

to arrive nol later than 21 August 1998. 










RADIO FREE EUROPE 
RADIO LIBERTY 





Radio Free Europe/Radio Liberty, Inc., a leading international 
broadcaster to Central and Eastern Europe and the former 
Soviet Union, seeks an experienced 


Director 


for its 
Russian Broadcast Service 


The Broadcast Director directs and manages the 
operations of the broadcast department; sets the 
department's goals and objectives; is responsible for 
program development and implementation and for 
editorial control; and administers the department’s budget. 
He/she ensures that the news output, information and 
feature programs are balanced, accurate and conform to 
RFE/RL policy and the highest journalism standards. 

The position/broadcast operation is located in Prague, 
the Czech Republic; it includes overall responsibility for 

a Bureau operation in Moscow and for a world-wide 
network of freelancers. 


























The successful candidate must possess fluency in 
Russian and English along with a broad knowledge of 
the political, social and economic currents in Russia. A 
general understanding of Russia’s history and culture as 
well as knowledge of current international affairs, 
particularly in RFE/RL's other broadcast areas is critical. 
A minimum of 10 years’ news journalism experience 
within a fast-paced, deadline-oriented environment, 

and at least five years’ experience managing staff, 
budgets, resources and work processes is required. 

You must have a university degree in Journalism or 
comparable experience in a related discipline; an under- 
standing of new technological developments in communi- 
cations such as the Internet; and familiarity with Russian 
electronic media aimed at establishing, maintaining and 
developing affiliate relations. 



























-For consideration, send cover letter and resume no later 
-than August 21, 1998 to: 






in Prague: 
Judy Gardner, Human Resources Dept. 
Fax: 420-2-2112-3420 
E-mail: gardnerju@rferl.org 
Radio Free Europe/Radio Liberty 
Vinohradska 1 
110 00 Prague 1 
Czech Republic 






in D.C.: 
Dawnne Robinson, Human Resources Dept. 
Fax: 202-457-6974 
E-mail: robinsond@rferl.org 
1201 Connecticut Avenue, N.W.e 

Washington, DC 20036 


No telephone calls will be accepted. 


RFE/RL is an Equal Opportunity Employer 
committed to workforce diversity. 



































% IFAD 


Via del Serafico No. 107, 00142 Rome, Italy Fax 39 06 5043465 
seeks 
DIRECTOR, Office of Evaluation and Studies 


J INTERNATIONAL FUND FOR AGRICULTURAL DEVELOPMENT 


DUTIES and RESPONSIBILITIES Participate in the design of 
IFAD's strategic approach and ensure that monitoring and 
evaluation activities are fully integrated into the design of 
corporate strategies, with particular focus on expanding access to 
evaluation knowledge and promoting the use of internal and 
external information within the context of IFAD's role as a 
knowledge organization on poverty and hunger. Lead IFAD's 
evaluation activities, plan and organize the work of the unit under 
direction, providing guidance to staff by establishing objectives 
and priorities. Provide the necessary coaching and counselling. 


QUALIFICATIONS and EXPERIENCE Advanced university degree 
in economics and/or social sciences. At least 15 years of 
progressive professional activities in the field of rural development. 
Solid experience in evaluation. Strong communication and 
negotiation skills. Demonstrated ability to lead and manage staff. 
Excellent knowledge of English plus one other IFAD official 
language (Arabic, French or Spanish). 


GROSS SALARY RANGE from USD97,119 to USD121,869 per 
annum, plus post adjustment. 


Piease send 2 copies of detailed curriculum vitae in English to 
Personnel Division not later than 18 August 1998. 


Only shortlisted candidates will receive an acknowledgement 


Applications from women candidates are particularly encouraged 





REGIONAL DIRECTO 


Family Planning International Assistance, the international divi- 
sion of Planned Parenthood Federation of America, Inc., the nation’s 
oldest and largest voluntary reproductive health agency, seeks a 
highly accomplished candidate with at least 3 years living and work- 
ing background in Africa. 


The Regional Director represents PPFA/FPIA in the area, manages 
the regional office and directs subgrant, commodity, and audit pro- 
grams. Additional responsibili ude strategic planning. 
process; negotiating agreements with grantee agencies; assisting in 
fundraising activities; and overseeing production of articles. and 
special reports. 

Master's degree or equivalent in family planning, public health, 
administration, or management, 5-10 years experience managing 
in the private and/or public sectors, substantial supervisory and 
budget background. Must be detail oriented with strong negotia- 
tion and creative problem solving abilities, plus excellent 
writing/editing/number skills. Knowledge -of non-governmental 
organizations and issues related to delivery of family planning ser- 
vices in developing countries, as well as project/community devel- 
opment and management by objectives. mandatory: 

Fluency in English and French required, knowledge of other lan- 
guages in the region desirable, comfortable with working both 
independently and as a team member essential. Position requires 
up to 40% travel. Be part of a program making a positive difference 
for women and their families around the world. Qualified candi- 
dates send or fax resume to: HR. Dept RD, Family Planning 
International Assistance, Planned Parenthood federation of 
America, inc., 810 Seventh Avenue, New York, NY 10019. U.S.A. 
FAX: 212-261-4361. Only applications that best match the require- 
ments of the position will be acknowledged. EOE. 


(e) Planned Parenthood’ 


Federation of America, Inc. 














“THE ECONOMIST JULY 18TH 1998) 


© CH2MHILL 
OPPORTUNITIES IN DUBAI 


: ¿Technical Coordinator/Land.Use Planner 
‘The candidate should have a Degree in Urban Planning and 15 years of 
| experience in coordinating and managing various planning disciplines. 


Planning and Housing Specialist 
The candidate should -have a Masters in Urban Planning with a major in 
‘housing and / or 10 years éxperience working in the housing field. 


Institutional Development, Management & Organisational Specialist 
The candidate should have a Degree. in Urban Planning, Public 
Administration or a related field. Understanding of strategies and 
‘organisation building for the development and growth of an effective 
planning department are essential. 


Community Facility Planner 

The candidate should have a Degree in Urban Planning or related field and at 
least ten years of experience in community facilities planning, development 
of planning objectives, principles.and planning standards. 


Personal skill, flexibility, cultural sensitivity and an ability to work with 
and motivate a diverse team. of expatriates and local professionals are 
essential. 

Previous experience working in the Middle East and the Gulf area, under a 
tight schedule, is desirable. 


ALL POSITIONS ARE ON SHORT TERM CONTRACT 


Applications will be accepted until these positions are filled. Applications or 
requests for more information should be sent to: 
‘Miss Seath, CH2M Hill, Ist Floor, 195 Knightsbridge, London, SW7 IRE 
Fax: (0171) 591 0574 
e-mail: aseath@ch2m.com 
No phone calls please 


Managers R 


Purchasing 
Consultancy Group 


‘Swenska som moddersmal 
Muttersprache deutsch 


| Good Package + Benefits London 


Excellent opportunity for two bright, enthusiastic professionals, one 
German-speaking and one Swedish-speaking with strong interpersonal 
skills, who are comfortable working with specialised data. 


THE COMPANY 
© Leading global financial services group. Profitable and dynamic. 
© Expanding consultancy focused on providing purchasing value for global, 
multinational key accounts and middie market clients. 
® Strong market position. Hard working and lively environment. 
THE POSITION 
@ Work within close-knit European team. Significant travel to Germany and Sweden. 
i Analyse corporate clients’ purchasing patterns using company data. Recommend, 
“igaplement and track corporate programmes which deliver direct cost savings. 
@ Develop and support purchasing management tools for German or Swedish 
marketplace. 
QUALIFICATIONS 
@ German or Swedish native speaker with good level of English. Effective ream 
player. Persuasive, able to influence. 
@ = Graduate-calibre. Excellent quantitative and analytical skills, Experience in 
strategic planning, statistical modelling or systems analysis advantageous. 
© Extensive training in project and people management, quantitative analysis and 
software packages given. First class prospects for career development. 


lll. Please send full cv, stating salary, ref GR854/E, to 
ae <BN B> BNB international, zH: Bodo Hartmann, Messeturm 

ila = Se oo. Box 23, D-60308 Frankfurt, Germany 

Nw) Tet 0049.69 975446 52 Fax 0049 69 975 449 00 


INTERNATIONAL Email bodo,hartmann@bnbi.com 
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pame 
= RADIO FREE EUROPE 
== RADO BERNY 


Radio Free Europe/ Radio Libert 
qualified candidates to work z 

for its new broadcasting service to | 
one year contracts with the possibili 
positions will be located in Prag 
with correspondences in major’ 
Eastern capitals. Also sou 

locations. 


Radio Free Europe/Radio Liberty (RFE 
broadcasts in 23 languages to 20 million reg 
listeners in Central and Eastern | 

Soviet Union. : 


Broadcast Journal 
Iran Service 


The successful candidate must possess a stron 
commitment to objective writing and reporting alon 
with a native fluency in Farsi/Persian. The ability to 
read and comprehend source materials in English is 
paramount. Exceptional writing and analytical skills. 
along with a broad knowledge of the political, social 
and economic currents in Iran; and a general under- 
standing of international affairs, particularly in RFE/ 
RU's other broadcast areas is a must. A degree in 


Journalism, Political Science or comparable experience | 


in one of these disciplines, and a proven ability to 
work effectively with people from vastly different 
backgrounds is essential, as is the understanding of 
other broadcast area languages. A comprehensive 
knowledge of radio broadcasting practices and 
procedures is strongly recommended. . 


Please apply in confidence, sending your CV and 
cover letter to: : 


in Prague: 
Judy Gardner, Human Resources Dept. 
Fax: 420-2-2112-3420 
E-mail: gardnerju@rferl.org 
Radio Free Europe/Radio Liberty 

Vinohradska 1 
110 00 Prague 1 
Czech Republic 


in D.C.: 
Dawnne Robinson, Human Resources Dept. 
Fax: 202-457-6974 
E-mail: robinsond@rferl.org 
4201 Conneqicut Avenue, N.W. 
Washington, DC 20036 


No telephone calls will be accepted. 


RFE/RL is an Equal Opportunity Employer 
committed to workforce diversity. 










PRESIDENT 


The Presidential Search Committee of Claremont McKenna College seeks 
nominations and expressions of interest for the position of President. The search 
is necessitated as Jack L. Stark retires after 28 years of exceptional service 
as President. 













Consistently ranked as one of the nation’s best colleges, Claremont McKenna 
College is a highly selective independent liberal arts college preparing students 
for leadership in business, government, and the professions. Located 35 miles east 
of downtown Los Angeles, Claremont McKenna College enrolls nearly 1,000 
students and offers majors in more than 20 fields, including economics, 
government, history, psychology, literature, philosophy, mathematics, and 
the sciences, 






























CMC is a member of The Claremont Colleges, a consortium of five of the 
nation’s finest small colleges and two graduate institutions. The five 
undergraduate colleges include Claremont McKenna College, Harvey Mudd 
College, Pitzer College, Pomona College and Scripps College. 


Review of candidates will begin in late July and will continue to the time of 
selection. Candidates should submit a letter of interest in the position, a resume, 
and the names, addresses, and telephone numbers of five references. The new 
president will assume office on or about July 1, 1999. The search is being assisted 
by Dr. Bruce T. Alton of the Academic Search Consultation Service, Washington 
DC. Interested candidates or nominators may contact Dr. Alton in confidence at 
(202) 884-0800 or by electronic mail: bta@academic-search.org. 








Nominations and expressions of interest should be submitted to: 


Mr. William F, Podlich, Chair 
Presidential Search Committee 
Claremont McKenna College 
500 East Ninth Street 
Claremont, California 91711 














Claremont McKenna College is an Equal Opportunity Employer. 





IRRI 
International Rice Research Institute 


Position Announcement for Rice-Wheat Specialist, Soil and Water Sciences Division 


The International Rice Research Institute (IRR1) is seeking a Rice-Wheat Specialist far its Soil 
and Water Sciences Division (SWSD) to conduct research on soil fertility and plant nutrition in 
rice-wheat systems. 


IRRI is a member of the Consultative Grip for International Agricultural Research (CGIAR), 
which is cosponsored by the World Bank, FAO, UNDP, UNEP, and some 30 other donors. 
Located at-Los Baños, Philippines, the Institute is a nonprofit, autonomous organization 
engaged in research and training on rice-related technology in rice-growing countries 
worldwide. The SWSD conducts research on the management of natural resources in rice 
systems and on the chemistry, biology, and physics of rice soils and water. 


Responsibilities 

The Rice-Wheat Specialist, based at Los Baños, will work in the irrigated Rice Research 
Program aad with national agricultural research systems that are members of the Rice-Wheat 
Consortium for the Indo-Ciangetic Plains. 


The Specialist will 1) conduct research on soil fertility and plant nutrition in rice-wheat systems 
with a particular emphasis on soil carbon and nitrogen dynamics; 2) be responsible for 
coordinating IRRI’s research on rice-wheat systems, particularly in working with scientists from 
countries in the Consortium; and 3) supervise advanced degree research and participate in 
IRRI’s nondegree training program. 


Qualifications 

Applicants. must have a Ph D or equivalent in soil science or a related discipline and five years 
af post Ph D experience. They should have a strong background in soil science and plant 
nutrition, an understanding of agronomy and socioeconomics, and a system perspective for 
integration. Applicants should have a demonstrated ability to work in multidisciplinary research 
teams, experience in- working with scientists from national agricultural research systems, and be 
“willing to travel extensively in South Asia. Preferred candidates would have experience with 
rice systems.in Asia. 


Salary and perquisites are internationally competitive. IRRI provides aggender-sensitive work 
environment and particularly welcomes applications fom women. 


Application 

Applicants should send a comprehensive curriculum vitae including details of three referees by 
31 July 1998 to: 

Dr. Kenneth S. Fischer 

Deputy Director General for Research 
International Rice Research Institute 
P.O. Box 933 

Manila 1099, Philippines 


Refer to: TRO8-RWS-06L. 


Tek: (63-2) 845-0563 
Fax: (63-2) 891-1292 
E-mail: kfischer@egnet.com 













For over 40 years Pathfinder International has been improving the 
quality of life in developing countries by providing essential family 


planning services. 


Based in our regional office in Nairobi, Kenya, you will lead 
program development efforts and oversee day-to-day 
program operations of our Sub-Saharan Africa region. This 
will involve developing, reviewing and providing input 
to key strategic activities regarding country programs, 
diversification, technical and long term plans. This 
position requires a minimum of 7 years of program and staff 
management experience related to family planning or 
reproductive health programs in developing countries. MPH 
or related degree, familiarity with USAID procedures and 
regulations, computer literacy and willingness to travel are 
required. Must be fluent in written and spoken English, 
second language preferred. 


Qualified candidates should send cv and salary 
requirements to: Regional Vice President, Pathfinder 
International, PO. Box 48147, Nairobi, Kenya; 
fax: 254-2-214890; e-mail: elule@pathfind.org. 
No phone calls, please. We are an equal opportunity employer. 


NTERNATEONAL 


UNOPS 


The United Nations Office for Project Services is currently seeking an 
experienced 


Gender Advisor for United Nations 
in Afghanistan - Director Level 


Duty Station: Islamabad; Pakistan 


The Gender Advisor will be the main focal point foral UN agencies inf 
Afghanistan on gender issues. Responsibilities of the incumbent will. 
include: analyzing the current situation facing women in Afghanistan, 

develop a gender policy, aid the UN in developing ways-to integrating 

female beneficiaries into development programmes, create gender-training 
protocols, review gender priorities, devise success indicators, formulate 

monitoring mechanisms for gender in selected assistance sectors and assist 

UN agencies to prepare gender action plans. 


Qualifications: At least fifteen years of experience in; development 
programmes with strong experience in issues concerned with women and f 
development. Postgraduate degree in development. studies, social | 
anthropology or related fields. Strong background in gender and human 
rights, strong analytical capabilities as well as operational experience from 
implementing activities in women. and development programmes. 
Demonstrated leadership qualities including the proven capacity to conduct 
gender-training protocols. Fluency in English and working knowledge of a 
second UN language. Experience in working in Islamic countries, 
understanding of Islamic cultures and familiarity with the UN system are 
assets. Knowledge of Dari and Pushtu is a plus. Duration of the post is (1) 
year, with the possibility of extension. 


Please send applications, including curriculum vitae-to Division of WAASE - 
reference: AFG/96/002 UNOPS. Headquarters, 220 East 42 St... 14" fl. New 
York, NY 10017 Fax: 212-906 6906/6902 E-mail:khadijam@unops.org. 
Closing Date for Submission of Applications: 15 August, 1998. Women. _ 
strongly erate to apply. Only shortlisted candidates will be contacted. 
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‘EXECUTIVE FOCUS 
unicef € 


_United Nations Children’s Se 


EDUCATION OFFICERS 
(Middle to Senior levels) 


JOIN ONE OF THE WORLD'S 
OUTSTANDING SERVICE ORGANIZATIONS 


The United Nations Children’s Fund, with Headquarters in New York, an annual budget of 
approximately $1 billion, is the UN agency that works. in 161 countries, areas and territo- 
ries to ensure the survival, protection and development of children. We seek highly quali- 
|. fied candidates for positions of Education Officer or Adviser, at middle to senior levels. 
Candidates must be able to work wall in teams and have a strong background in education 
with related work in the behavioral sciences or specialized subjects, leading to a broad 
understanding of child development issues. Major responsibilities involve the design, plan- 
ning, management and monitoring of education programmes in developing countries. Ideal 
candidates will have robust leadership skills, ability to collaborate between the different 
“programme sectors (education, health, nutrition, etc.), represent the organization at high- 
level meetings and contribute to policy development. The posts will be located at UNICEF 
regional or country offices in Africa, Asia, Latin America, the Middle East and Central and 
Eastern Europe. Qualified candidates may be included on our active roster for 1-2 years, 





































* Advanced university degree in an education area {educational planning, curriculum 
development, educational technology, ete), with related work in one or more of 
the social sciences. 

* Minimum: eight. years of professional work experience at the national and international 
levels in educational development, innovation, planning, monitoring and management, 
four years of which should be in a developing country. 

{ia Experience with building linkages across. formal education, young child development, 

4) child protection, and youth health and development. 

Joe Current knowledge of social development issues and policies as well as programming 
policies and procedures in international development cooperation. 

«Proven ability to conceptualize, innovate, plan and execute ideas and programmes, 

as well as to transfer knowledge and skills. 

Good analytical, negotiating and advocacy skills. 

Excellent management and communications (written and oral) skills. 

Competency in using computer applications. 

Ability to work in an international and multicultural environment . 

Fluency in English and French or Spanish. 

Applications fram female candidates are especially welcome. Interested candidates 

should send detailed resume, in English, to: Career Management Section (EDU), 

Division of Human Resources, UNICEF, 3 UNPlaza (H-5F), New York, NY 

10017, USA. E-mail: cmsrecruit@unicef.org. Applications for these positions 

must be received by (August 18th, 1998). Acknowledgement will be sent gnly_to 

candidates placed on the roster. 


UNICEF is a smoke-free environment. 


eses’ 


The Network Scholarship Programs 


of the Open 
Society FAAA a non-profit 


pen Society Institute 
051 Budapest, Hungary by 
ates will be interviewed in 
st 24-26, 1998. 


Budapest betweer 
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William Kent International, Inc. 


William Kent international is a management. consultancy 
specialized in international business planning forleading global 
corporations. A 60-person firm working out-of headquarters. in 
Washington, DC, WKI has done work in over 80 countries during 
the past three years. Our consulting staff spends about 30-40%: of 
their time travelling in foreign countries, usually in two- to three- 
week blocks. Using detailed market assess 
analysis, WKI constructs specific action plat 

clients global profitability. Non-confidential 

Hershey, Rockwell and Saint Gobain. = 


We are looking to expand our Washington, D 
Qualified candidates will possess strong quantita 
interpersonal skills. Candidates should be hi 

starters who can demonstrate ability to work in 
groups. All positions require excellent com: 

spoken English. Foreign language skills are an a ; i 
meritocracy whose professionals are promoted a S soon as they 
demonstrate an ability to take more responsibility, 


MANAGER - $110K + BONUS 


and analysis. Act as principal client contact. 


Qualified candidates will possess MBA from top school and S10. 
years of strategy experience. The ideal candidate will have at least 
3 years experience with a major strategy consultancy. This position } 
requires an ability to interact with Fortune 1000 CEOs and other 
senior executives. a4 


SENIOR CONSULTANT - $85K + BONUS: 


Perform analysis, draw conclusions, and design relevant, 
compelling, and action-oriented presentations for senior client 
management. Structure and manage the work load of Associate 
Consultants. Manage interactions with clients domestically 
and abroad. 


Must possess MBA from top school or 3 years of management 
consulting experience. Position requires strong presentation skills, 
management skills and experience with strategic analysis and 
international business. 


CONSULTANT - $55K 
integral members of consulting teams responsible for independent ` 
research, quantitative analysis, and presentation writing. Position 
requires some management of Associate Consultants and some 
senior client contact. 


College graduate from top schools with 3-5 years of business 
experience in related fields. Requires ability to conduct research in. 


many different countries. International business experience is | 


highly regarded. 


ASSOCIATE CONSULTANT |- $39K : 
integral members of consulting teams responsible for basic: | 
research and quantitative analysis. Work closely with senior staff to 
learn tools of strategic consulting. Extract accurate and relevant: 
information from interviews in foreign countries and organize ideas 
verbally and in writing. 


College graduafes from top schools. Requires ability to conduct 
research in many different countries. One to two years of relevant 
busines experience preferred. International exposure is highly 
regarded. 

To apply, please send resume and cover letter to: William 


Kent International, Attn: Betsy Shimko, Recruiting Director, 
2101 Wilson Boulevard, Suite 1100, Arlington, VA 22201, 


- fax: 703/351-7654, www.wkint.com. 








j; Cancel the warm milk. 


I dont think I'll need it” 


The advantages of a Four Seasons Hotel are obvious even in the dark. There's the sensation of slipping between 
fine cotton sheets, thoughtfully French-folded for dreamlike comfort. The luxury of curling up under 
our goose-down duvets. The back-soothing firmness of our mattresses, each one custom-made 


to Four Seasons specifications. Awakening hours later, you will feel as if you haven't slept so 


fo 
The demands of business demand nothing less. For toll-free reservations in Hong Kong, FOUR SEASONS 


call 800-96-8 385; in Singapore, 737-3507. Or visit our Web site: www.fourseasons.com Hotels and Resort 


soundly in years. So we apologize, in advance, for the promptness of our wake-up call. 


Defining the art of service al 40 hotels in 19 countries. 
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Goodbye, Hashimoto 


HEN a government has failed to get to 

grips with a country’s economic slide, 
and failed to make a serious effort to clean up 
a banking system that has plainly been cov- 
ered with dirt for almost eight years, it de- 
serves to be punished by the voters. That is 
what has happened to Ryutaro Hashimoto's 
Liberal Democratic Party in Japan’s second- 
chamber elections (see page 23), and rightly 
he has resigned as prime minister. Yet the par- 
adox is that his defeat and departure will 
make it harder for the LDP government to get 
to grips with Japan’s problems, not easier. 
Which in turn makes it odd that, after his res- 
ignation, the yen steadied and stockmarkets 
rose strongly around the world. 

For months, the eyes of those worried about how East 
Asia’s troubles might worsen, and perhaps spill over into 
America and Europe, have been trained on Japan. It is, after 
all, by far the region’s biggest economy as well as being one of 
the region’s biggest hopes: if it could only pull itself out of its 
current recession and start importing more, then its neigh- 
bours’ prospects might begin to look brighter. So will it, now 
that the voters have dethroned Mr Hashimoto? The answer, 
as so often in Japanese politics, is far from clear. 

“An inch ahead is darkness,” runs an old Japanese politi- 
cal cliché. But to see an inch would at least be something. Be- 
fore the election, a group of young reformists surrounding Mr 
Hashimoto seemed to be gaining ground, and looked likely 
to promote some banking reform as well as cutting taxes. It 
will now take a week or so for the party to choose a new leader, 
and thus for a new pecking order to be established, but for the 
time being the reformists seem to have taken a knock. The 
government can, in principle, hang on for two years before 
the next main parliamentary elections have to be held; its de- 
feat in the second-chamber elections means, however, that its 
policies can more easily be blocked. Whoever takes over the 
prime ministership will probably feel obliged to make some 
sort of a gesture towards fiscal stimulus and bank reform in 
order to quell domestic and foreign criticism, but it could 
well be a weaker gesture than would otherwise have been the 
case. And that is in comparison with a planned gesture from 
the reformists that already looked inadequate. 


Japan’s contest, and Asia’s 

The right response to Japan’s electoral surprise, therefore, is 
one of guarded pessimism. Pessimism, because it makes it less 
likely that Japan’s economy is going to recover quickly, and 
less likely that radical reforms will be attempted. Guarded, 
because the ways of Japanese politics are obscure and because 
something, at least, will be done. The right question for Japan 
is not whether it is the Titanic, a ship about to hit an iceberg. 
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Japan is more like a battered vessel, which has 
rotten timbers and many leaks, and the right 
question to ask is whether the rate at which 
the government repairs the ship and bails it 
out can outpace the spread of rot and entry of 
water. It is that contest that the world should 
be watching. 

While Japan muddles along disappoint- 
ingly, the rate of decline of Asia’s smaller 
economies continues to exceed expectations. 
Indonesia’s GDP could drop by 20% this year. 
Malaysia’s government, long keen to claim 
that its economy was barely affected by the 
regional turmoil, is now watching helplessly 
as its GDP drops at an annual rate of perhaps 
5%. As if to show that he cares, Malaysia’s prime minister, 
Mahathir Mohamed, now has two finance ministers each 
backing contradictory policies. But to anyone but his country- 
men, Dr Mahathir's antics are a sideshow. The real drama is 
taking place in China. 

To China’s undisguised pleasure, the focus of most Ameri- 
can criticism and concern has recently been Japan. Yet, im- 
portant though Japan is, that focus is somewhat misleading. 
American officials have concentrated on Japan because there 
they may actually have a chance of influencing policy. In 
China, they are mere spectators. Still, they should be con- 
cerned by what they are seeing. 

The Chinese economy is staging a contest of its own. EF 
forts to reform bankrupt state-owned enterprises are creating 
unemployment. Rapid economic growth is required if the 
newly jobless are to find more productive ways to spend their 
time than rioting against the government. So, with exports 
unable to provide a solution, the finance ministry is splurg- 
ing on an old-fashioned public-works programme to boost 
demand and create jobs. Officially, it still expects Gor growth 
this year to be 8%, slow by China’s recent standards but strong 
enough to keep the jobless total down. However, it looks un- 
likely to achieve that target—and, as if to admit it, is postpon- 
ing several reform programmes (see page 25). 

So the first question is: by how much will it miss it? No 
one can know, but with Asia’s awful past 12 months in mind, 
the right attitude is to err on the cautious side. Governments, 
even Chinese communist ones, are less able to control eco- 
nomic outcomes than they claim to be. And the second ques- 
tion is:how much of the future will be mortgaged by the effort 
to hit the 8% target, whether or not it is successful? The answer 
to that is a lot, since to finance its public-works programme 
the government is postponing reform of its state-owned 
banks and is forcing those banks to hand over a chunk of their 
deposits in return for government bonds. 

That is all very well, but isn’t this just an internal Chinese 
matter? It is, but it is an internal economic matter that could 
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quickly turn political if growth grinds to a halt and workers 
take to the streets. That would pose a big threat to China’s 
prime minister, the impressive Zhu Rongji, who has hung his 
hat on economic growth and reform. Even without a democ- 
racy, economic failure could thus bring down another Asian 


prime minister. It would also threaten the stability of the Chi- 
nese and Hong Kong currencies, and with that the tranquil- 
ity, such as it is, of the rest of East Asia. Still sure that American 
and European stockmarkets (see pages 17-19) should be at 
record highs? 





The iron Santa Claus 


Britain’s chancellor of the exchequer, Gordon Brown, plans to increase public 


spending’s share in the economy 


FTER playing the tough guy, what could be more pleasur- 
able than a spell as Santa Claus? Ever since Labour won 
Britain’s general election 15 months ago, Gordon Brown, the 
chancellor of the exchequer, has been sticking grimly to the 
tight spending plans left behind by his Tory predecessor, 
while setting taxes and building fiscal frameworks to prove 
his prudence. But on July 14th, when he announced the re- 
sults of his “Comprehensive Spending Review”, he pulled on 
ared outfit and handed out presents. Over the next three years 
£21 billion ($35 billion) more will be spent on health, and £19 
billion on education; there will be more for pensioners, more 
for scientific research, more for the poor in the third world, 
more for the BBC World Service. It was difficult to think of a 
deserving cause that Mr Brown missed out. 

And deserve, many of them do. Demand for health care is 
rising, and the National Health Service is struggling to keep 
up. Education is undoubtedly an important public good, and 
British education undoubtedly an international laggard. 
Spending more on such things can be justified, even if you are 
sceptical about public spending in general. What is more, Mr 
Brown has promised to deliver big spending increases in 
these and other areas, without sharp increases in taxation or 
borrowing. After all, in his previous big announcement he 
said that although public spending would rise by 2.75% a year 
in real terms in 1999-2002 he will nevertheless keep the books 
in balance throughout that period. 

Or might that prediction be wrong? That is the most im- 
portant political judgment to be made about these plans. To 
spend more on health and education is politically popular; 
yet it is also a commitment that, once made, Mr Brown and 
his boss, Tony Blair, will have to stick to. If the economy grows 
at the speed Mr Brown expects—2% in 1999-2000 and 2.25% 
in each of the following two years—he will have the tax reve- 
nues to pay for it, more or less. In that case, the share of the 
economy taken up by the state will increase, if modestly. But, 
while not outlandish, this economic forecast looks fairly op- 
timistic—already, The Economist poll of forecasters shows a 
consensus prediction of 1.6% for 1999. In that case, Santa’s 
spending plans would oblige an iron chancellor to raise 
taxes, or a softer one to borrow more, i 

There is another, trickier, question about Mr Brown’s fig- 
ures. To change the metaphor, while he and the spending 
ministers have been bingeing after their 15-month fast, from 
the kitchens behind them is drifting the smell of the books 
being lightly sautéed. The Comprehensive Spending Review 
is full of accounting tricks, which may permit departments to 
raise spending by more than the overall figures suggest—for 
example, by allowing them to net off extra spending against 
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fees and levies they collect (see page 58). Which brings on the 
question of how spending will be controlled. As is by now 
traditional, the chancellor has invented a new way to do 
this—far more rigorous, of course, than all the old ways. Tar- 
gets are being set for what spending is supposed to achieve, 
which, if missed, will mean that the money will be withheld. 
How this is going to work, however, is obscure, to say the least. 
It may be possible to operate such controls within a depart- 
ment, rewarding an effective school, say, and punishing an 
ineffective one. But would the government really cut overall 
health spending if it fails to meet its waiting-list targets? 


Conventionally innovative 


Perhaps when the details emerge, this new control method 
will indeed prove to be radical. On the face of it, however, it is 
much like the rest of the package: a useful promise, but of a 
fairly familiar sort. Where the Labour government entered of- 
fice pledging to “think the unthinkable” on welfare spending, 
and to redistribute the gains from “cutting the costs of eco- 
nomic and social failure”, it has found no hidden treasures 
through either of those efforts. After a year of deep contempla- 
tion, the government is having to settle for simply slowing the 
rate of growth of welfare expenditure—rather like its Tory 
predecessor—and hoping that the economy stays strong 
enough to keep unemployment down and tax revenues up. 

What does emerge from this exercise, however, is an ele- 
ment of political clarity. Rather than pulling off a piece of 
radical magic, Labour is simply offering itself as a govern- 
ment willing to raise the share of the economy devoted to 
public spending, on health and education in particular. It is 
willing to do so more than the Tories would, but less than the 
Liberal Democrats. And, if Mr Brown is to be taken at his fiscal 
word—a crucial if, but not one testable in advance—it is a gov- 
ernment willing if necessary to raise taxes to finance this extra 
spending though not, on current evidence, in novel and de- 
sirable ways such as special taxes earmarked for health or 
schools, or greater imposition of user fees. 

It is also a government firmly attached to the notion that 
the debate should be about how public spending is handled, 
not how much there should be of it. As such, it will shortly be 
providing a raft of output targets against which it wishes to 
measure its managers. Too often, such targets move, discon- 
certingly—as the Tories found when years of real health in- 
creases failed to meet rising expectations. And, by setting 
measurable targets for priority areas like health and educa- 
tion, Mr Brown and Mr Blair will also establish the bench- 
marks against which their government will be measured. 
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Funds for the Fund 


America’s Congress should stop shilly-shallying and approve extra 


money for the International Monetary Fund 


Fo’ months the United States House of Representatives 
has been playing a game of chicken. By refusing to en- 
dorse America’s share of new money for the IMF, it has flirted 
with global financial instability. The stakes became clearer 
this week. Thanks to a $15 billion 1mF-led rescue programme, 
Russia was hauled from the brink of collapse. As usual, the 
IMF provided most of the funds, but because it is so short of 
cash, it drew also on an emergency credit line from rich coun- 
tries last used in 1978 (see page 74). It is time for America’s law- 
makers to stop posturing and start appropriating. 

Sadly, they are not getting the message. On July 15th a 
House Appropriations subcommittee allocated only $3.4 bil- 
lion for a new IMF credit line, omitting $14.5 billion in neces- 
sary fresh capital—even though there would be no budgetary 
impact, because a capital increase for the 1MF is paid not in 
cash but through an asset swap. This decision will make it 
hard, and maybe impossible, to get all the new money 
through Congress this side of November's elections. And even 
if the $14.5 billion is reinstated at a later stage, it could still be 
stalled through the introduction of extraneous issues or at- 
tempts to attach impossible conditions to its approval. 

The biggest and most outrageous such issue is wholly un- 
related: abortion. In an election-year gesture, Republican 
leaders have promised extreme anti-abortion fanatics in 
Congress that any IMF legislation will have attached to it a 
provision tightening the rules on financing American family- 
planning groups overseas. The Clinton administration ada- 
mantly opposes this, and has threatened a veto. Whatever the 
merits of the case, this has no business in a bill about an inter- 
national financial institution. 

More forgivable is general congressional scepticism 
about the iF itself. Law-makers object to the effects of its 
lending and to its secrecy. Many congressmen are concerned 
that the Fund’s largesse creates moral hazard, encouraging 
governments to indulge in reckless policies and investors to 


The Berlusconi problem 


Can Italy be considered a normal democracy while the opposition is led by 


a thrice-convicted criminal? 


TS praise has been fulsome. Ever since the beginning of 
May, when Italy was officially designated a founder- 
member of Europe’s single currency, those who more often 
carp about the country’s inability to get its act together have 
been lauding its new maturity. According to the metaphor- 
makers of the world’s press, Italy has been “promoted to Eu- 
rope’s premier league”. With “its gift for design”, it “is taking 
its place at the new political drawing-board.” It is now a “top 
player”, deservedly enjoying the “politics of optimism for the 
new dawn”. Well, up to a point, Lord Copper. 
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finance them—with both parties sure that if troubles come, 
they will be bailed out. Yet the truth is that no right-minded 
government relishes the thought ofan IMF programme, since 
it is accompanied by tough and unpleasant economic condi- 
tions. And foreign investors do not, in general, seem to be 
influenced by the prospect of an IMF bail-out. They threw 
money at East Asia, for instance, largely because of their belief 
that its phenomenal growth would last forever. 


Trust but change 


In extremis, moral hazard can exist. Ironically, Russia could 
be the clearest case of it so far. Foreign money did indeed 
pour into Moscow largely because Russia was judged “too im- 
portant to fail”. This judgment has been proved right. That 
may be galling; yet the alternative—chaos in one emerging 
market that could infect others, instability in a country with 
thousands of nuclear weapons—would have been worse. 

Clearly, the rules of the international financial system 
need looking at to minimise such unpalatable choices—for 
instance, by making sure that private lenders take a hit when 
governments are bailed out. And congressmen are also right 
to push for greater transparency at the Fund, which is unnec- 
essarily secretive. But to approach either goal by withholding 
capital for the IMF is a mistake. However imperfect the cur- 
rent system, it is far better than no system at all. 

The IMF was set up in the 1940s—at American instigation, 
remember—to avoid a repeat of the Great Depression of the 
1930s. The world has changed a lot since then, but the objec- 
tive remains as important as ever. If the Fund runs out of 
money—a real possibility if Congress remains obdurate—the 
next emerging-market collapse could trigger a default that 
would spill over, fatally, to all other emerging markets. And 
since rich countries now account for barely half of world out- 
put, that could easily mean a global slump. Even the most 
isolationist congressman would hardly welcome that. 











Italy has indeed proved supple enough to limbo its way 
under the Maastricht bars and join the euro. That is no mean 
feat for a country that many have long considered irredeem- 
ably profligate and irresponsible, and therefore unfit to stand 
alongside disciplined north Europeans like the Dutch and 
the Germans. Moreover, Italy’s claim to have changed rests 
not just on its economic performance, but also on its new 
politics. The centre-left government of Romano Prodi, now 
over two years old, has lasted longer than all but two of its 54 
predecessors. Under Mr Prodi’s deceptively skilful leader- 
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ship, Italy has started to do things it would have shunned in 
the past; it has led a multinational force to pacify Albania and 
is opening a dialogue with Iran. The world’s sixth-biggest 
economy, long notable for its all-but silent part on the world 
stage, now has the makings of a foreign policy. It is beginning 
to behave more like a normal country. 

That, of course, is exactly what Mr Prodi wants. His 
avowed aim is to make Italy a “normal democracy”. Alas, it 
may not be in his power to do so. The trouble lies with the 
opposition—chiefly, though not exclusively, with its leader, 
Silvio Berlusconi. This week Mr Berlusconi received yet an- 
other criminal conviction (for bribery), complete with jail 
sentence. It was his second conviction in six days, his third in 
seven months (these two for bribery and fraud respectively). 
Six more trials—involving charges of corruption and tax fid- 
dling—are pending, five of them in Italy and one in Spain. 

Mr Berlusconi claims the charges are politically moti- 
vated. Declaring himself the victim of overbearing magis- 
trates bent on ruining his career, he is carrying on. Legally, he 
can do this because convicts in Italy do not usually serve short 
prison sentences until all their appeals have been heard, and 
anyway he enjoys parliamentary immunity. Politically, he 
can do it because, well, despite Mr Prodi’s best efforts, Italy is 
not yet a normal democracy. After all, if you accept Mr Berlus- 
coni’s explanation of what is going on, Italy is a country 


whose judiciary acts politically. If you reject his explanation, 
it is a country whose opposition is ready to follow a leader 
who is a criminal. Either way, Italy fails the normality test. 

In truth, there is plenty wrong with Italy's system of jus- 
tice: it allows the innocent to be locked up for long periods 
before trial, and the guilty to go free for long periods after trial. 
But what is wrong with Italian politics is perhaps more seri- 
ous: it allows people like Mr Berlusconi on the right and Fau- 
sto Bertinotti on the left to wield considerable power. Mr Ber- 
tinotti is not a criminal, let it be said; he is an antediluvian 
communist of a kind now seldom seen west of Minsk. That 
would not matter if the government could continue its re- 
forms—and its new efforts to behave maturely—without him 
and his fellow communists, but it probably cannot. And that 
in turn is why many people fear that, having bent over back- 
wards to limbo under the Maastricht bars, Italy may yet re- 
turn to its habitual posture of happy-go-lucky indiscipline. 

Of course, were Italy to reform its electoral laws and its 
constitution, as Mr Prodi and many others would like, people 
like Mr Bertinotti would be shorn of most of their power. But 
guess what: Mr Berlusconi has scuppered an 18-month-long 
attempt at constitutional reform, largely because he was 
thwarted in his desire to cut the magistracy down to size. Italy 
may be up with France and Germany in the first division of 
the single currency, but a normal democracy it ain't. 


—B 





Nomenclatura 


The sad—and funny—business of company names 


CCTM HE naming of cats is a difficult matter, it isn’t just one 
of your holiday games.” T.S. Eliot might have said the 
same of companies, had he been a corporate image consul- 
tant; but he lived in benighted times, before civilisation de- 
veloped that fine art. Still, the sentiment is appropriate in 
these merger-mad days. What, for instance, should British Air- 
ways and American Airlines, who hope this autumn to clear 
regulatory obstacles to an alliance, call their offspring? Eliot 
would have advised caution: he favoured “sensible, everyday 
names”. Sadly, there are fewer and fewer of these about. 

Long ago a name was a simple way of distinguishing a 
thing, a person, or a company from other things, people or 
companies. But that was before companies had grasped such 
fashionable notions as corporate identity; and before they 
had cottoned on to the trick of handing large cheques to peo- 
ple who could teach them to be cool or hot—or both at once. 
These days, real names such as W.H. Smith or Walt Disney are 
out; they are not only old-fashioned but also redolent of the 
egocentricity that business must pretend to avoid. 

Today's fashion-conscious company has two tempting 
trends to choose between. One leans on classicism which, ac- 
cording to the image consultants, is laden with values—and 
values, as everybody knows, are very 1990s. Hence Diageo, for 
the merged Guinness-Grand Met, which combines the Latin 
for day with the Greek for world and means nothing in any 
language. The drug business is thick with fake classical: 
Novartis (the Ciba-Geigy and Sandoz merger), Zeneca (the 
pharmaceutical spin-off from 1c1) and a whole biotechnol- 
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ogy family of little Cygnuses, Cephalons and Sequuses. 

The other trend, which has its origins in unhappy com- 
promises, is to do interesting things with capitals. SmithKline 
Beecham was a pioneer. PricewaterhouseCoopers (which 
seems, confusingly, to call itself PCw for short) is the longest 
recent example of such corporate breathlessness: Mr 
Lybrand, one feels, is well out of it. But why stop at just two 
capital letters? Bolder companies, such as OXiGENE, a 
biotech company, and NeXT, a software firm, are pushing at 
the frontiers of typography. Others, such as idealab!, an Inter- 
net company in which the indisputably fashionable Steven 
Spielberg has a stake, consider capitals an outdated conven- 
tion and prefer to play with punctuation. 


Dedicated followers, beware 


Yet those who succumb to temptation should remember that 
fashions in names suffer from the same problem as fashions 
in clothes or decor: they change. And it is a lot more expensive 
to retool your corporate identity than to throw out your flared 
trousers or avocado bathroom suite. Worse, the more success- 
ful a company, the harder it is to get rid of an embarrassing 
moniker. The managers of Toys “A” Us must cringe at their 
name today; but it is too late to change. 

Still, trends are hard to buck and trend-setters hard to ig- 
nore. If BA and AA decide to go with the vogue, there is a name 
just waiting that is in tune with the spirit both of the age and 
of their enterprise: icarus! 
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_STOCKMARKETS 


Welcome to bull country 








_ Have investors grown more courageous, or just more foolish? The outlook for 
the world economy may turn on the answer—and that depends on an elusive 
measure known as the “equity premium” 


VERY day, it seems, another official 
joins the throngs who are warning the 


western world about overvalued stock- 


markets. Even cautious central bankers 
have been speaking out. Alan Greenspan, 
chairman of America’s Federal Reserve, has 
mostly kept his counsel since the markets 
rudely ignored his mutters, 18 months ago, 
about “irrational exuberance”. But recently 
Hans Tietmeyer, president of Germany's 
Bundesbank, joined the doom. merchants, 
promising that a gathering of central bank- 
ers this week would discuss the problem 
_. “intensively”. And the International Mone- 
tary Fund has also declared that stockmark- 
ets should be watched carefully. 
.. < Investors seem singularly unimpressed. 
The lead continues to be set by Wall Street, 
whose. bulls have driven American share 
prices ever higher into the stratosphere. The 
Dow Jones Industrial Average hit a new all- 
time high of 9,246 on July 14th; European 
markets were not far behind. Triumphant 
bulls have come up with many different ex- 
planations for the markets’ exuberance. 
America’s corporations have discovered 
new, world-beating skills; the computer age 
has created a wholly different economy; the 
Asian crisis means money is desperately 
searching safer havens; or, in anod to those 
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central bankers, monetary policy has killed 
inflation and even the business cycle. Yet 
none of these has converted the doomsters. 

So now a new explanation is on offer. 
The key to Wall Street’s continuing miracle, 
bulls have started arguing, is more endur- 
ing even than their other claims: the new 
courage of small investors. The suggestion 
is that the rules they have followed in the 
past may no longer apply. Having over- 
come a previously irrational fear of the 
risks of equities, they are now pouring into 
them. And since their enlightenment is ir- 
reversible, the bulls conclude, the trend 
should continue indefinitely. 

Although most popular in America, this 
argument is starting to be heard elsewhere 
too. Fund managers in Europe may be im- 
pressed by America’s low unemployment 
and high growth. But what they most want 
to borrow from across the Atlantic is the ap- 
parent change in investors’ attitudes. If gov- 
ernments would get out of the pension 
business and investors could be persuaded 
to buy more equity mutual funds, Europe 
could enjoy a similar bull run to Wall 
Street’s. Indeed, optimists believe that the 
recent run-up. in European shares—they 
have mostly outpaced America’s this year— 
shows this is already happening. 










































Of course, there are still bulls who: 
fer to justify high share prices in traditi 
ways, predicting rampant growth in pr 
far into the future. But as America’s 
sion starts to stutter, these claims are | 
ing thin. The total value of American equ 
ties is now $12 trillion—double the level o! 
two years ago—but profit growth has beer 
slowing sharply. Thus the new reliance on 
investors’ changed attitudes. The message. 
is: forget the New Economy; say hello to the 
New Investor. ae 


Returns to go 
It is not just giddy portfolio managers who. 
herald the New Investor’s arrival. As wit 
most financial fashions, this one clai 
support from economists as well. They m 
use different jargon. But their belief in th 
New Investor is just as strong—perhaps be 
cause they have spent so long trying, an 
failing, to understand the old one. E 
The reason for their confusion is some- 
thing called the “equity premium”. In es- 
sence, this is the average extra return.(in- 
cluding dividends and capital gains) tha 
investors expect to earn above that on safe 
investments—such as American Treasu 
bonds—if they invest in riskier equities i 
stead. This number, which can be thought 
of as the current price of risk, has a huge in- 
fluence on share prices. few 
The equity premium has particularly 
troubled economists since 1985, when 
Rajnish Mehra and Edward Prescott pub- 
lished a paper* arguing that it was too big 
to be consistent with prevailing theories. 
They assessed this by looking at almost a 
century of returns for American stocks and 
bonds. After adjusting for inflation, equi- 
ties had average real returns ofaround7%a_ = 
year, compared with only 1% for Treasury: 
bonds—a 6% equity premium (see chart 1. 
on next page). 
A small premium seemed justified, 
since returns on equities had bounced - 
around more than those on bonds—that is, 
stocks were riskier. But since they found a 
relatively small difference in risk between: = 
bonds and shares, a six-point premium = 
looked ridiculously high. A smaller pre- 
mium (prevailing theory suggested less’ 
than a percentage point) should have been 
enough to lure investors into shares; six. 
points implied that investors were cowed 
by even the slightest risk of a loss. If people - 
made daily decisions in the same way they = 
invested money, few would ever cross the” 
street. The economics profession, the au 
thors concluded, had a puzzle on its hand 


* “The Equity Premium: a. Puzzle”. Journal ‘of Monetary 
Economics. 1985. -i ee 













Suppose, however, that investors 
really wanted a 10%, rather than a 
9%, return. That may seem only a 
small difference. But if dividend 
growth remained unchanged, this 
small difference could have a devas- 
tating effect on shares. To deliver the 
extra percentage point in returns— 
with no change in future dividend 
growth—the current dividend yield 
would have to rise from 12% to 22%. 
And since dividends are unchanged, 
the only way for the yield to rise is for 
the price of shares to fall—in this case 
by a heart-stopping 40%. If you 
doubt whether the equity premium 











matters, the difference between a 
Dow above 9,000 and one of 5,400 








Economists have been struggling to 
solve it ever since. Market watchers are 
starting to take a keen interest. It is not hard 
to see why. If the equity premium fell, it 
should be easier to persuade investors to 
buy shares. At present, when compared 
with the six-point premium investors ap- 
pear to have demanded in the past, poten- 
tial returns look too low to do that. But a 
~smaller equity premium could make those 
low returns more than adequate—even 
with no improvement in the economic 
(and profit) outlook. 

The upper half of chart 2 shows how 
heavily share prices can be affected by even 
small changes in investors’ expected re- 
turns. Suppose, for example, that investors 
demand a 9% return on equities before they 
are willing to buy. And suppose that the ex- 
pected growth in profits—and hence in div- 
idends—is around 72% for the foreseeable 
future. With 72% dividend growth, inves- 
tors would need only a 1%% dividend 
“yield” (the ratio of dividends to share 
prices) to be induced to buy. That is roughly 
the yield on the sap 500 at the moment, 

© suggesting that shares are currently priced 
about right. 

























ought to convince you. 

What level of returns are investors in 
American markets demanding at present? 
Unfortunately, it is impossible to say. The 
current value of shares reflects a balance be- 
tween the returns that investors want and 
the returns they actually expect. But neither 
figure can be estimated on its own. The best 
one can do is to work out combinations of 
equity premiums and dividend growth 
that are consistent with the current level of 
share prices. 

The lower part of chart 2 does this. The 
third column shows different levels of the 
equity premium, ranging from zero to six 
percentage points. The fourth column 
shows different rates of growth in divi- 
dends (which over the long term must 
equal the growth in corporate profits). If the 
equity premium is still at its historic rate of 
six points, investors should require returns 
of 12% a year (the current yield on America’s 
long bond is around 6%) before they buy 
shares. Since the current dividend yield is 
around 12%, that means that profits must 
grow by around 102% a year to justify the 
present price level of American equities. 

By contrast, if the equity premium has 
vanished completely, the required return 
on shares is only 6%. Current share 
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prices could then be supported by 
profit growth of only 42% a year. No 
wonder America’s bulls have discov- 
ered the equity premium. A deter- 
mined optimist needs only to plug a 
lower risk premium into his trusty 
equation and--hey presto!~share 
prices look just right, or even a bit 
low. 

To the uninitiated, this argument 
may seem circular. It amounts to say- 
ing that share prices have soared be- 
cause investors are more confident, 
something most people might con- 
sider obvious. Yet focusing on the eq- 
uity premium can still be useful. If it 
has shrunk, examining why can illu- 
minate what has made investors 
more confident—and whether their 














confidence is sustainable. 








Has the equity premium really shrunk? 
That depends on why it was so high in the 
first place. There is no shortage of explana- 
tions on offer. Some economists argue that 
the premium only seemed to be high be- 
cause it was not measured properly. Econo- 
mists can estimate the premium only retro- 
spectively, assuming that over the long run 
investors have received roughly what they 
expected. If the American stockmarket has 
done better than anyone could have hoped, 
they might argue, using its performance to 
measure the equity premium may make it 
seem artificially high. 

One recent study* argues that this is 
precisely what the evidence from other 
stockmarkets shows. Using data from 39 
national stockmarkets going back to the 
1920s, William Goetzmann of Yale Univer- 
sity and Philippe Jorion of the University of 
California, Irvine, found that investors in 
America were by far the luckiest, earning an 
annual real return of 5%, compared with an 
average of 12% everywhere else. So measur- 
ing the equity premium using only Ameri- 
can data could make it appear 342. percent- 
age points higher than it really is. 


Unprofitable future 


If this argument is right, it is mixed news for 
today’s investors. It may justify the present 
level of the market, but it also means that 
the extra rewards from. investing in shares 
rather than bonds could be lower in future 
than they have been in the past 70 years. 
However, in a surveyt of academic research 
on the equity premium, two other econo- 
mists—Jeremy Siegel of the Wharton School 
and Richard Thaler of the University of 
Chicago—suggest that this argument is 
wrong. They agree that returns on Ameri- 
can equities have been high by interna- 
tional standards, but point out that returns 
on American Treasury bonds have also 
been relatively high. In countries such as 
Germany and Japan, which have experi- 
enced massive share-price collapses in the 
2oth century, bond prices have fallen at the 
same time. They argue that since good and 
bad luck have extended to bonds as well as 
shares, the equity premium has not been ar- 
tificially inflated. 

These arguments offer several interest- 
ing ways of looking at the equity premium. 
One lies in a distinction between people’s 
attitudes towards risk and the actual level 
of risk. Economists find the risk premium 
puzzling mainly because they do not un- 
derstand why people are put off by the 
stockmarket’s apparently low risk. But the 
$12 trillion question is whether, in the long 
run, the market is really as safe as econo- 
mists think it is. The past may not be a sure 
guide to the future. Equally, especially 


* “A Century of Global Stockmarkets”. NBER Working pa- 
per. January 1997. 

t “Anomalies: The Equity Premium Puzzle”. Journal of 
Economic Perspectives. Winter 1997. 
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_ given the risk of inflation, bonds may not 
- peas safe as markets assume—and equities, 
“a better inflation hedge, may be safer. 

Second, it is pointless to evaluate the 
stockmarket in isolation. The question is 
whether the market is fairly valued relative 
to. the alternatives. The equity premium 
measures how the market is priced relative 
to American Treasury bonds. Since Ameri- 
can interest rates are low, and investors no 
longer seem to fear inflation, shares look at- 
tractive relative to other domestic invest- 
ments. But that says nothing about whether 
investors have too much money in Amer- 
ica. The economies of continental Europe 
-are beginning to grow faster; asset prices in 
Asia are a lot lower than they were a year 
ago. If investors have funnelled too large a 
proportion of their savings into American 
assets, both bonds and shares could be 

overvalued, even if the equity premium is 
about right. 

The fact that economists cannot mea-. 
sure risk accurately, or explain why Ameri- 
can investors have been so reluctant to di- 
versify abroad, suggests that they have a 
long way to go before they understand in- 
vestors’ behaviour. They have crunched 
enough numbers over the years to know 
that, overall, the stockmarket behaves re- 
markably efficiently—more so than most 
investors realise. Yet when they come across 
a problem they cannot explain, their weak 
comprehension of investors’ behaviour 
leaves them at a loss. 

One example is to be found in the dif 
ferences between the short and long terms. 
Young investors should have different pri- 
orities from older ones, since some of the 
risks of stocks balance out over time. Yet 
economists cannot agree on how to take ac- 
count of these time horizons. In a recent 
study with two other co-authors*, Mr 
Mehra, one of the economists who started it 
all, argues that the equity premium is so 
high because there is a fundamental gap be- 
tween the investment goals of young and 


* “Junior Can't Borrow: A New Perspective on the Equity 
: Premium Puzzle”. Working paper. November 1997. 
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middle-aged workers. The stockmarket, he 
argues, offers a good hedge against uncer- 
tain wages: a worker skilled at, say, making 
cars risks seeing the value of his skills fade 
over time, but he can partly offset this by 
investing in different industries that con- 
tain future Microsofts as well as future GMs. 

Many workers would be far better off if 
they could borrow lots of money while they 
are young and invest it in equities. When 
they are older, they might want to place 
more of their money in bonds, since uncer- 
tainty about their future wages has dimin- 
ished and they no longer need equities to 
hedge their bets. However, since job skills 
do not make good collateral, young and old 
workers are unable to strike this bargain. 
This has the effect, Mr Mehra argues, of 
weakening the demand for equities. So 
buyers of equities get them cheap, earning a 
higher premium over time. 

If this is right, the equity premium will 
have fallen permanently only if the con- 
straints on would-be young investors have 
weakened. It is conceivable that defined- 
contribution pension accounts and easier 
access to loans have had this effect. But Mr 
Mehra argues that it is still almost impossi- 
ble for young workers to borrow fully 
against expected future earnings. And ac- 
cording to his model, even small con- 
straints on borrowing are able to generate a 
hefty premium on equities. 


From theory to practice 


These explanations are far from the only 
ones that economists have come up with. 
One of the most intriguing has been put 
forward by Mr Thaler. He asks what would 
happen if investors were to deviate from 
economists’ textbook models in two ways: 
by focusing on the returns they earn, rather 
than the money they have to spend; and by 
judging the risk ofan investment according 
to how often they look at their portfolio— 
even if their plan is never to change it. If 
investors do behave this way, Mr Thaler ar- 
gues, a high equity premium be- 
comes easier to understand. That is 
because the more often investors 
study their portfolios, the worse they 
will feel, and the more they will be 
intimidated by even small risks. 

He shows this by inverting the 
logic of the equity premium debate. 
Using reasonable estimates of peo- 
ple’s risk aversion, and taking into 
account the historic volatility of 
bond and share prices, he concludes 
that an average evaluation period of 
around 13 months is enough to ex- 
plain investors’ past behaviour. Such 
a period may seem all too familiar to 
fund managers dealing with league 
tables based on annual perfor- 
mance. But it also implies that as 
more of people’s money is given to 





mium should go up, not down. coo o oo 
The more economists. grapple with the 
puzzle, in other words, the more differe 
images of the stockmarket they come up 
with. In fact, to get their models to. make 
sense, economists often assume that the eq, 
uity premium changes over time—hardly 
reassuring concept for those who are bet- 
ting their pensions. Moreover, a recent sur- 
vey of financial economists suggests that; 
even after 15 years of pondering the prè- 
mium, estimates of its level still vary wild! 
Ivo Welch, at the University of California, 
Los Angeles, surveyed over 100 financial: : 
economists at top business schools. A quar-: 
ter of them think the premium is less than 
three percentage points; but another quar 
ter put it above seven. For those who like to: 
bet the averages, the economists’ median 
estimate for the risk premium over the nex 
30 years is around six percentage points— 
suggesting that little has changed. 

All of this should remind investors that 
they face another kind of risk, very different. 
from those that economists and fund man- 
agers usually discuss. That is the risk that 
they have no idea what they are doing. Yes, 
the equity premium seems to have been in- 
explicably high in the past. And since inves- 
tors in America (and, increasingly, Europe) 
have unprecedented access to mutual: 
funds and to financial information, it i 
conceivable that their attitudes towards 
risk have changed fundamentally. 

But given the slowdown in corporate. 
profits, and the inflated price of American: 
equities, it would take a massive drop in. 
the equity premium—perhaps to only. 
percentage point or two—to make Wall 
Street seem cheap. And even if the pre- 
mium had indeed fallen by that much; 
there could be no guarantee it will stay that ` 
low for ever. In short, since nobody really. 
knows how big the equity premium is or 
what influences it, it would seem wise to 
assume that what goes up will also come : . 
down—eventually. 
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Ryutaro Hashimoto resigned 
as prime minister of Japan 
after his party was heavily de- 


feated in an election for the 
upper house of parliament. 


Zhu Lilan became the first 
cabinet minister from China 
to visit Taiwan since 1949. 
He claimed the visit would 
strengthen Beijing's links 
with “the motherland’s pre- 
cious island”. 


Five men who tried to register 
the “Chinese Democratic 
Party” during President Clin- 
ton’s visit to China were de- 
tained by police. 


The imMF resumed loan pay- 
ments to Indonesia, sus- 
pended during the last days 
of the Suharto regime. 


Sanctions imposed by the 
United States on India and 
Pakistan after nuclear tests 
in the subcontinent were 
eased so as not to harm 
American farm exports. 


| The discovery of a dead 


North Korean naval com- 
mando on a South Korean 
beach increased tension be- 
tween the two governments. 


The courts rule 


America’s Justice Department 
said it would ask a federal ap- 
peals court to reconsider its 
ruling that Secret Service offi- 
cers must testify in the Mon- 
ica Lewinsky investigation. 
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A jury in New York decided 
that a former district attor- 
ney, Steven Pagones, was de- 
famed when he was accused 
of the kidnapping and rape 
of Tawana Brawley, a black 
girl, in 1987. The Rev Al 
Sharpton, the most influen- 
tial black leader in New York, 
said he continued to believe 
that her story was not a hoax. 


The first direct charter flight 
for two years left Miami for 


| Cuba. 


Peace hopes rose in Colom- 
bia. The president-elect, 
Andres Pastrana, last week 
met the chief of the FARC, the 
main guerrilla force. This 
week, in Germany, the small- 
er ELN met a large group 
representing all sides of Co- 
lombian society, and agreed 
to a later “national conven- 
tion” in Colombia. The 
paramilitaries said they too 
would talk peace. But all 
three have preconditions. 


In Ecuador, Jamil Mahuad, 
mayor of Quito, seemed to 
have won the second-round 


| vote for the presidency, but 


only just. The loser, Alvaro 


| Noboa, demanded a recount. 


A fillip 


Russian stockmarket 
RTS index, Sept Ist 1995=100 
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Russia agreed with the IMF 
and World Bank that it 
would get a series of loans 
worth $22 billion over the 
next 18 months to help stabi- 
lise Russia’s economy. The 
stockmarket soared and the 
rouble strengthened. 


Rebels of the Kurdish Work- 


| ers’ Party (PKK) killed 22 sol- 
diers in Turkey’s south-east, 
undermining recent Turkish 
claims that its army has 
nearly beaten the rebels. 


| 





Tension in Northern Ire- 
land rose after three young 
children of a Catholic 

| woman living on a mainly 

| Protestant housing estate in 
Northern Ireland died in a 
sectarian arson attack. The 
Protestant Orange Order con- 
tinued to insist that it should 
be allowed to march through 
a Catholic area in another 
part of the province, but the 
protests grew more muted. In 
London four suspected Irish 
republicans were charged 
with trying to bomb the city. 


| A Spanish judge, with govern- 
ment approval, ordered a 
newspaper and radio station 
which echo the views of ETA, 
the main Basque separatist 
guerrilla group, to close. 


Germany’s Central Council 
of Muslims complained 
about a decision of the state 
of Baden-Wiirttemberg not to 
employ a teacher who 
wanted to wear a Muslim 
headscarf at school. 


Brazilians wept as unfancied 
France, the host country, 
| trounced their footballers 3-0 
| in the World Cup. Jean-Ma- 
| rie Le Pen, a right-wing xeno- 
phobe, had earlier disparaged 
| France’s multiracial team. By 
| contrast, France’s prime min- 
ister, Lionel Jospin, extolled 
its success as a victory for tol- 
erance and social harmony. 





POLITICS THIS WEEK 


Provocative 


The UN Security Council 
called on Israel to abandon 
its plans to extend the bound- 
aries of Jerusalem. Forget it, 
replied Israel's government. 


The £u and Iran were due to 
resume high-level talks inter- 
rupted more than a year ago 
when a German court found 
the Iranian government mas- 
ter-minded the killing of 
Kurdish dissidents in Berlin. 


South Africa’s government de- 
cided to send troops to Rich- 


| mond, in KwaZulu-Natal, 


where rivalry between sup- 
porters of the ruling African 
National Congress and a new 
party, the United Democratic 
Movement, has led to the kill- 
ing of 25 people in ten days. 





Rebels in southern Sudan 
declared a three-month 
ceasefire; the government a 
one-month one. New routes 
can now be opened to get 
food to the people in desper- 
ate need of it. 


Extremist Hutu rebels in 
Rwanda killed 34 people as 
they watched the World Cup 
final in a village bar. 


The burial of Moshood 
Abiola, Nigeria's leading op- 
position politician and politi- 
cal prisoner, took place amid 

| controversy over his death. 
His family claims the govern- 
ment murdered him; after a 
post mortem, independent 
doctors believe he died of 





heart failure. More political 
prisoners are being released. 
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The Dow Jones Industrial 
Average, ignoring worries 
about economic slowdown 
and Asia’s troubles, soared to 
a new record as American 
companies turned in strong 
profits, and economic data 
showed only weak inflation- 
ary pressures. 


Asian stockmarkets, at first 
shaken by the resignation of 
the Japanese prime minister 
after a drubbing in upper- 
house elections, rose in the 
wake of the Dow's upward 
progress. So did European 
markets. Moscow’s stock- 
market soared by 32% in 
three days, following the 
IMF's deal with Russia. It also 
brought relief to some other 
markets, especially Germa- 
ny’s, whose banks have lent 
$30.5 billion out of the $72.5 
billion of total loans made by 
foreign banks to Russia. 


Reckoning up 


America’s MCI Communi- 
cations will sell all of its In- 
ternet assets to Cable & 
Wireless of Britain for $1.75 
billion. The sale was required 
by regulators, who have now 
approved Mcr’s $37 billion 
merger with WorldCom. The 
deal should give caw the 
American clout that it needs 
to forge a European alliance. 








Accounting irregularities at 
cuc, with which HFs merged 
last year to form Cendant, a 
company whose franchising 
interests range from Avis car 
hire to the Ramada hotel 
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chain, are worse than first 
thought. They amount, said 
Cendant, to “a fraud of his- 
toric proportions”. Cendant 
shares plunged and are now 
trading well below their April 
level, when fraud at cuc was 
first disclosed. 


More accounting irregular- 
ities were uncovered at Allied 
Carpets, one of Britain’s big- 
gest carpet sellers, whose 
shares were suspended after 
auditors discovered that 
some stores were chalking up 
sales before they took place. 


Abbott Laboratories, Pharm- 
acia & Upjohn, Rhone-Pou- 
lenc and Hoechst’s American 
unit agreed to spend some 
$350m to settle class-action 
litigation over price-fixing in 
the drugs industry. The suit 
was brought by American 
drugstore chains and chem- 
ists. Other drug makers had 
settled previously; still others 
are fighting the case. 





The University of Cambridge 
is to set up a school of entre- 
preneurship in another sign 
that one of Britain’s top uni- 
versities, which only recently 
set up a management school, 
is at last embracing business. 


Monsanto, an American 
biotech firm, will pay $525m 
to buy Plant Breeding Inter- 
national, Cambridge, a crop- 
breeding group, from Uni- 
lever, an Anglo-Dutch 
multinational. 


Time Warner, whose inter- 
ests range from Bugs Bunny 
to Time magazine, reported 
an unexpected profit in the 





second quarter, as cash flows 
in its cable, publishing and 
Hollywood interests rose to 
new highs. The media and 
entertainment giant declared 
a net profit of $23m com- 
pared with a year-earlier loss 
of $49m. 


A rejuvenated Apple Com- 
puter surprised analysts with 
a reported profit of $101m in 
the quarter to end-June, its 
third consecutive quarterly 
profit. 


Joint venture 


Two Dutch co-operatives, 
Rabobank and Achmea 
Holding, are to merge, creat- 
ing a financial-services opera- 
tion with assets of 486 billion 
guilders ($239 billion), second 
in the Netherlands only to 
ABN Amro. 


The chairman of Deutsche 
Bank, Rolf Breuer, tried to 
smooth the ruffled feathers of 
the French, who were left out 
of a London-Frankfurt alli- 
ance hailed as the first step 
towards a single European 
stockmarket. He said the 
joint alliance could still be- 
come a three-way one, but 
gave warning that too many 
founders negotiating could 
lead to a collapse of the 
whole thing. 


Struck out 


Continuing strikes at Gen- 
eral Motors knocked $1.2 bil- 
lion off second-quarter prof- 
its as production in North 
America was crippled. But 
America’s biggest car maker 
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was also hurt by downturns 
in Asia and Latin America: 
earnings there plunged from 
$176m a year ago to $13m. 
Ford reported increased prof- 
its on lower revenues, thanks 
to continuing cost-cutting. 
Chrysler, the smallest of the 
big three and soon to merge 
with Germany’s Daimler- 
Benz, beat expectations with 
record earnings. 


Volkswagen’s Audi division is 
buying Vickers’ Cosworth 
unit, a British maker of high- 
performance engines. The 
purchase came after BMW, 
which lost the battle for Rolls- 
Royce Motors to Volkswagen, 
said it would no longer sup- 
ply engines to Rolls-Royce. 


The South Korean govern- 
ment put Kia Motors and 
Asia Motors up for sale as a 
pair after announcing a 
recapitalisation. 


Authorities slapped a tempo- 
rary ban on air cargo coming 
into Hong Kong’s new air- 
port at Chek Lap Kok. Cargo- 
handling has been in chaos 
since the airport opened on 
July 6th. Twelve people were 
arrested and accused of using 
inferior materials in the con- 
struction of a railway station 
for the new airport. 


The Australian government's 
plans to privatise the remain- 
ing two-thirds of Telstra, the 
country’s telecoms company 
(a third has already been 
floated), and raise A$45 bil- 
lion ($28 billion) in the pro- 
cess, were thwarted by the up- 
per house of parliament. 
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The Gol intends to appoint a Global Advisor (GA) to examine various alternatives/options of disinvestment of its shareholding 
in ITDC. Incorporated in 1966, ITDC is the Central Government organisation in the Hospitality Industry having a chain of 
Hotels, Duty Free Shops, Tourist Transport Services etc. 

The responsibilities of the GA will broadly cover 

Phase | - Examination of the various alternatives/options for restructuring of / disinvestment in / privatisation of ITDC. 


Phase 2 - Based on the mode of restructuring / disinvestment / privatisation approved by Gol, to advise and assist in 
executing the transaction. 


Submission of Expression of Interest 


Internationally reputed merchant / investment banks, consulting firms and financial institutions, with expertise in business 
and capital restructuring / privatisation / strategic sale, desirous of taking up this assignment are invited to submit Expression 
of Interest for selection as GA, singly or as a consortium by July 27, 1998 with the following information : 


and region. The details shouid 
cover the specific role played by the 
Bidder, the outcome and size of 
transaction. 


1. Full particulars of the constitution, | could affect the performance of the 
ownership and main business Bidder under this mandate as also 
activities of the prospective GA details of any past convictions and 
covering, inter-alia, its global pending litigation against the 
network and highlighting India sponsors / partners. 
presence. 

Unabridged annual reports or 
audited financial accounts for the 
last three years. 

Details of material pending litigation 
and contingent liabilities, if any, that 


coverage in relevant sector and 
region. 


(Govt. and Private sector 
separately) executed / under 
execution by the Bidder. Further 
break-up may please be provided 
for assignments in similar sector 


in case of consortium bids, 
the co-ordinating firm with principal 
responsibility for the mandate. 


| 

| 

| 

| 

| 5. Expertise including research 
| 

| 

| 6. 

| 


| 
| 
| 
: 4. Details of similar transactions 
| 
| 
| 


The above particulars should be provided year-wise (wherever applicable) for the last three years and separately for 
transactions in respect of India. The Bidders shall be shortlisted based on the above information. 

Bidders shall deposit alongwith two copies of their Expression of Interest, a non-refundable processing fee of INR 20,000 
(or US $ equivalent) by way of demand draft payable at New Delhi in favour of India Tourism Development Corporation 
Limited. Gol reserves the sole right to accept or reject any or all Expressions of Interest without assigning any reasons 
therefor. All potential Bidders are requested to approach for details and send their Expression of Interest to SBI Capital 
Markets Ltd., Consultant to the Gol in selection of the GA, at the following address : 


The Dy. General Manager 
@ Corporate Advisory Services 


£] SBI Capital Markets Ltd. 


Limited 


202, Maker Tower ‘E’, Cuffe Parade, Mumbai 400 005, India. Tel: 91-22-218 4704, Fax: 91-22-218 8332 
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The shoguns in the shadows 


Japan’s voters protested and Mr Hashimoto resigned, but can the powers be- 


hind the scenes produce a better leader? 


“Ç AY what you will about Ryutaro Hashi- 
J moto, the outgoing prime minister had 
a vision of sorts about how to reform Japan 
and drag its fossilised financial systems 
and bureaucracy into the next century. 
True, he misread the economic signals di- 
sastrously and taxed the country into its 
‘worst recession since the second world war. 

“With no power base inside the ruling Lib- 
eral Democratic Party (Lor), he relied too 
much on an ineffective civil service demor- 
alised by blunders and shenanigans. Above 
all, he was guilty of equivocating when ac- 
tion was called for. But for all his faults, Mr 

Hashimoto was head and shoulders above 

“his probable replacement. 

No one expected the scale of the ruling 
party’s defeat in the election on July 12th for 
half the 252 seats in the upper house of the 
Diet (parliament). Flush from recent by- 
election successes, the LDP faced a hand- 
some victory. Some in the party had begun 
to think it might regain the overall majority 
it lost at the height of the Recruit (shares-for- 


favours) scandal in 1989. Coupled with its. 


majority in the more important lower 
house, the pp could then rule without wa- 
tering down legislation for the sake of its 
coalition partners. 

The upper house actually has more 
clout than most people realise; through its 
ability to block some legislation. Although 
the LDP has a comfortable majority in the 
lower house, it has nowhere near the two- 
thirds necessary to overturn an upper- 
house veto. So it has relied for the past two 
and a half years on the help of two small 
Opposition groups, the Social Democratic 
Party and the New Party Sakigake, to ensure 
that its bills were never mired in the upper 
house. All that will now change for the 
worse, causing serious setbacks for Japan’s 
economic and financial reforms, as well as 
its foreign relations. 

The surprise about the outcome had its 
origins in the turnout. At the upper-house 
election in 1995, the turnout fell to a 
record low of 44.5%. This time, 
with the voting hours’ ex- 
tended and postal-voting re- 
Strictions relaxed, the’ figure 
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was expected to rise. It did—and how. With 
unseasonably mild weather and nothing 
much on television, an almost unprece- 
dented 58.8% of Japan’s 100m eligible vot- 
ers cast their ballots, one for the candidate 
of their choice under the prefectural system 
and one for the party of their choice under 
the proportional-representation system. 

According to the exit polls, the addi- 
tional votes came almost exclusively from 
the uncommitted (close on 60% of the elec- 
torate), especially in the cities. What seems 
to have stirred people were noisy demands 
by foreigners for Japan to make recent tax 
cuts permanent to help revive the mori- 
bund economy. Mr Hashimoto had 
hummed and hawed about this suggestion 
because of worries over the country’s soar- 
ing budget deficit, and agreed to it only on 
the eve of the election. 

The protest votes went almost exclu- 
sively to independent candidates in the 
prefectural poll and to Naoto Kan’s Demo- 
cratic Party of Japan (prj) in the propor- 
tional-representation part. Overall, inde- 
pendents now account for 25 seats (up from 
13) in the upper house and the ppy for 47 











seats (up from 38). Meanwhile, enough of 
the ruling party's faithful vented their a 
ger by staying at home—causing the LD 
end up with only 103 seats (down fr 
Mr Hashimoto duly fell on his sword 
traditional fashion, “Oe 

The front-runner. for his job as party 
president (which, because of the Lp 
lower-house majority, also means prime 
minister) is the pleasant but ineffectual 
Keizo Obuchi, who has been whiling away 
his time as foreign minister.. Mr Obuchi’s 
sole qualification is that he is the nominal 
head of the largest faction within the tbr, | 
and it wants its man in the Kantei, the 
prime minister's residence, so that: 
have the plum jobs in the cabinet and p 
executive. But there are other shadowy 
forces thrusting Mr Obuchi forward. 

The “Gang of Four”, which has-man-: 
aged party affairs and set the governme: 
agenda for most of Mr Hashimoto's ter 
loth to lose its grip on power. Headed | 
Koichi Kato, the party’s secretary-general, © 
this group includes Hiromu Nonaka, the 
acting secretary-general, Taku Yamazaki, 
the party’s policy chief, and Yoshiro Mori, 
chairman of the Lpp’s general council. 

With the exception of Mr Nonaka, who 
is 72, the gang are in their late 50s or early 
60s—-and anxious to keep their’ places. in 
line for the leadership. Mr Nonaka, a senior. 
statesman in the Obuchi faction, wields 
awesome political clout behind the scénes.. 
thanks to his close ties with Noboru Tak- 
eshita, the faction’s former boss and prime 
minister a decade ago—and nowadays the 
“Shogun in the Dark” whose approval is 
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needed for most things. But whereas none 
of the other members of the gang owes any 
allegiance to the Obuchi faction, each is 
prepared to back Mr Obuchi for other rea- 
sons. One is that, having little himself to of- 
fer, Mr Obuchi would allow them to wield 
even greater influence over party and gov- 
ernment affairs. The other is that the alter- 
native, as they see it, would be disastrous. 
That alternative is Seiroku Kajiyama, a 
former chief cabinet secretary and power- 
broker within the Obuchi faction. The 72- 
year-old Mr Kajiyama would at least liven 
things up. Though no expert in finance or 
economics, he is a rocket scientist com- 
pared with Mr Obuchi. But because of his 
enthusiasm for an alliance with Ichiro Oza- 
wa’s right-wing Liberal Party, the LDP bar- 
ons fear that Mr Kajiyama’s appointment 
could be too divisive. Some fear it would 


lead to the break-up of the LDP. Mr Kaji- 
yama has the support of his party's old bri- 
gade, but he is dreaded by younger mem- 
bers who fear he would cost them their 
seats. Mr Kajiyama’s chances took a turn for 
the worse on July 15th when the LDP de- 
cided that its new leader would be chosen 
by a secret ballot, rather than the usual be- 
hind-the-doors deals. 

The vote means that other candidates 
are expected to throw their hats into the 
ring. The health and welfare minister, Juni- 
chiro Koizumi, is one. Mr Koizumi has im- 
peccable credentials as a reformist and is a 
favourite among the party’s younger gen- 
eration. He is also the only weapon the rul- 
ing party has for countering the populist 
Mr Kan, whose prj looks like providing the 
LDP with its biggest challenge. Other names 
being bandied about include Yohei Kono, 


who served as the LDP chief, but not prime 
minister, from 1993 to 1995. A long shot is 
Sadakazu Tanigaki, the director-general of 
the science and technology agency. 

With no one candidate having emerged 
as an obvious replacement for Mr Hashi- 
moto, the vote on July 24th is shaping up to 
be a classic LDP battle of the generations— 
with the geriatric right favouring Mr Kaji- 
yama—f he still insists on standing—and 
the younger members voting with the Gang 
of Four for Mr Obuchi, unless a reformer 
such as Mr Koizumi joins the race. Al- 
though a general election will have to be 
held within two years, and may take place 
as early as next January or February, the bet- 
ting is that the dull Mr Obuchi will win the 
party presidency and thus become prime 
minister—and that the Lpr will come to rue 
the day. 
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Cambodia 


Every way a winner 


PHNOM PENH 


Hun Sen means to stay in power, by hook or by crook 


CC TF I campaign,” explains Hun Sen, 
Cambodia’s dictator, of his low-pro- 
file approach to the general election on July 
26th, “it would look no different from a 
football player who also blows the whistle.” 
The analogy betrays a poor grasp of “free, 
fair and credible” electoral democracy. It 
does, however, give a good idea of the na- 
tional dominance of Mr Hun Sen’s Cambo- 
dian People’s Party (cpp), which has aban- 
doned its communist ideology, but not its 
Leninist grip on the administration. 

Sadly for Cambodians, the cpp is not an 
impartial whistle-blower. It is helping its 
side through threats, violence, biased me- 
dia coverage, cheating and all the appa- 
ratus of the one-party state it ran from 1979 


Rainsy considers it a joke 
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to 1991 and has never really dismantled. 
The electoral statistics are impressive: 
5,395,024 registered voters, 12,500 tamper- 
proof aluminium ballot boxes, a $27m bill 
(paid mostly by foreigners ) and 39 parties 
competing for 122 seats in the National As- 
sembly. But many believe the cpp cannot 
lose. Even if the party fares badly, it is still 
likely to glean at least a third of the vote, 
enough, under Cambodia’s system, to 
block any rival coalition and to ensure that 
it forms at least part of the next govern- 
ment. And, if it fails to achieve even that, its 
control of the bureaucracy and the armed 
forces will still give it bargaining muscle. 
Not that the party is leaving the result 
entirely to chance. UN human-rights work- 





ers have received nearly 200 claims of po- 
litical intimidation or violence, including 
22 killings, in the past two months. Moni- 
toring Cambodia’s television news, they 
have found that, in May, the cpp was fea- 
tured 448 times, whereas only five refer- 
ences, mostly unfavourable, were made to 
the two main opposition leaders. In the 
countryside, where most Cambodians live, 
some villagers have been told their ballots 
are not secret: satellites will be watching, or 
super-computers will trace their finger- 
prints. The CrP is trying to flood the polling 
stations with tens of thousands of its peo- 
ple posing as neutral “observers”. 

To take the longer view, the election can 
be seen as the culmination of a five-year 
process that began with Mr Hun Sen’s de- 
feat in the UN-administered election of 
1993. He defied the result, bullied his way 
into partnership with the winner, Prince 
Norodom Ranariddh, the leader of the roy- 
alist party, and set about ridding himself of 
opposition. This reached its climax last 
year, with a putsch in July that sent the op- 
position leaders into exile for several 
months, and was followed by the killing of 
over 100 people, crimes for which nobody 
has been punished. 

As Mr Hun Sen himself puts it, “It 
would not look good even if I win.” But 
many are just as worried about what would 
happen if he loses. Despite repeated assur- 
ances that he would then hand over power 
peacefully, that is not what his record sug- 
gests. Some Cambodians say they will vote 
for the crr out of fear of the trouble its de- 
feat might bring. Even so, despite every- 
thing, there are signs that the opposition 
may not do badly. Prince Ranariddh’s party 
enjoys support from those still loyal to his 
father, King Sihanouk. The other main 
party, Sam Rainsy’s, is popular, in Phnom 
Penh especially, for its clean image. The op- 
position has also capitalised on the tradi- 
tional Cambodian hatred of Vietnam, 
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which installed the cpp in power in 1979. 

Mr Rainsy, however, is among the 
gloomiest of forecasters about his party’s 
prospects. He dismisses the election, which 
he earlier threatened to boycott, as “just a 
joke”. The support he enjoys is “neither a 
necessary nor a sufficient condition” for 
power. His stance may be tactical—al- 
though it is odd to tell potential voters he 
has no chance—but he has a point. 

Mr Rainsy hopes for a split within the 
Crp after the election. He would, he says, be 
able to work in coalition with disaffected 
members of the cpp—and it is possible that 
some might be unhappy enough to defy Mr 
Hun Sen. Others reject such speculation. 
“Hun Sen is the party,” affirms one 
onlooker. 

A plausible election would ease some of 
Mr Hun Sen's international worries. Since 
last July, his government has been without 
a seat at the un, and its accession to the 
Association of South-East Asian Nations 
has been delayed. It is already too late for 
him to win the election fairly. But he wants 
to win, and may feel it will take far worse 
behaviour to prompt the rest of the world, 
tired of Cambodia and its troubles, to deny 
him recognition and aid. 





Indonesia 
Look, nothing up 
my sleeve 


JAKARTA 


N THE new post-Suharto Indonesia, the 

country’s most powerful political orga- 
nisation, Golkar, is anxious to show that its 
old, authoritarian ways are over. Its oppor- 
tunity came on July 11th, at the end of a 
three-day congress in Jakarta, when it chose 
a new chairman. Twenty-seven delegates 
representing the party’s regions lined up in 
the congress hall. On stage the ballot boxes 
were held aloft and shaken to show they 
were empty. The polling booth was cun- 
ningly hidden behind a thicket of pot- 
plants to emphasise secrecy. Then, to ap- 
plause from the party faithful, each 
delegate cast his vote. 

Thus did 52-year-old Akbar Tanjung, an 
ally of the new president, B.J. Habibie, be- 
come the first Golkar chairman to be 
elected by a free vote. Mr Tanjung, who has 
areputation as a skilful and relatively clean 
politician within Golkar, beat a retired gen- 
eral, Edi Sudrajat, by 17 votes to ten. Mr 
Tanjung won the support of devout Mus- 
lims and reformers within the party, and 
he was backed by the armed forces’ com- 
mander, General Wiranto. 

For President Habibie the result will 
come as a relief. Until an election can be 
held under new rules next year, Golkar 
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holds the 74% of the seats in parliament it 
won last year. That hardly mattered while 
Mr Suharto occupied the presidential pal- 
ace, as the parliament merely rubber- 
stamped his decisions. But Mr Habibie 
does not enjoy the same control over Indo- 
nesia’s institutions. Parliament has a deci- 
sive role in the People’s Consultative As- 
sembly, which can sack the president. 
Having his own man in charge of Golkar is 
a comfort. 

But Mr Habibie’s future still depends 
on finding a way out of Indonesia’s eco- 
nomic mess. The prospects for that bright- 
ened on July 16th, when Indonesia reached 
a new agreement with the mF, which will 
providean extra $6 billion on top of the $41 
billion already agreed on. A plan to re- 
schedule part of the country’s $54 billion in 





Habibie hangs on 


sovereign debt was also announced. This 
helped to boost the value of the currency, 
the rupiah, which had fallen to less than 
20% of its value a year ago. 

Yet economists wonder when Mr Habi- 
bie will produce a coherent strategy for re- 
storing business confidence and ridding 
Indonesia of the corrupt and nepotistic 
habits of his predecessor. Nor has the gov- 
ernment been able to allay the fears of the 
ethnic Chinese, who were the main victims 
of the riots in May. 

Meanwhile Mr Habibie likes to play the 
populist, directing government money ¢o 
subsidise basic foods for the poor. The long 
lines of women queuing every morning for 
cheap rice and cooking oil are evidence of 
how desperate the plight of many Indone- 
sians has become. But the money for subsi- 
dies will eventually run out, as no doubt 
will the patience of the Indonesian people. 
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China 
Reforms on ice 


HEN Zhu Rongji took over as Chi- 

na’s prime minister in March, he 
promised a heady combination of eco- 
nomic growth and sweeping change. His 
proposals were bold, Mr Zhu was serious, 
and people were prepared to give him the 
benefit of the doubt. But, though his gov- 
ernment swiftly began cutting interest rates 
and easing credit, the economy still shows 
few signs of vigour. As for reforms, there are 
growing indications that some—perhaps 
most—may be delayed or even reversed. 

Mr Zhu and his cohorts have consis- 
tently promised economic growth this year 
of 8%. But in the first six months the econ- 
omy managed to grow by barely 7%, though 
the credibility of local statistics becomes 
ever less certain. Few believe the original 
target can be hit, and even 8% is low by Chi- 
na’s recent standards. 

Mr Zhu has little choice but to keep try- 
ing. The prime minister has given China’s 
state-owned enterprises three years to 
shape up. Most are to be cut loose from the 
state, and those that remain will no longer 
be expected to provide housing, schooling 
and health care. Mr Zhu is relying on high 
economic growth to create jobs, and thus 
absorb the millions being laid off. China’s 
leaders are concerned at the social chaos 
that mass unemployment could bring. 

They can pin some of the blame for the 
slowdown on Asia’s financial mess. Chi- 
na’s exports to Japan, South Korea and 
South-East Asia have collapsed. But those to 
Europe and the United States have held up. 
China has also found new markets, For in- 
stance, exports to Australia have surged this 
year by over 20%. In all, exports in the first 
half of the year grew by 7.6%, compared 
with the same period in 1997: a declining 
trend in growth, but still healthy in the 
circumstances. 

China is also protected somewhat from 
the Asian turmoil by a currency that is not 
fully convertible. That means the real slug- 
gishness, as ever, lies with domestic de- 
mand. Mr Zhu’s mistake may be that he has 
misjudged the effect his own reforms 
would have on the Chinese economy. He 
has counted greatly upon the creation of a 
private housing market to revive domestic 
demand. Yet the prospect of buying one’s 
own home, or at least paying higher mar- 
ket-based rents, seems to have spurred peo- 
ple to save rather than to spend. So too does 
the fear of being laid off. Meanwhile, state 
banks that have been told to clean up their 
rotten balance sheets have not been willing 
to lend on anything less than terms attrac- 
tive to them. All of these influences are de- 
flationary. Retail prices are now falling at 
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an annual rate of 3%, the government says. 
With growth assumptions slipping, Mr 
Zhu’s reforms are now coming into ques- 
tion. On July 10th the government issued a 
notice critical of the “blind” privatisation 
of small and medium-sized enterprises. 
The government is concerned that the sale 
of such enterprises is often accompanied 
by cronyism and corruption—though per- 
haps not as as much as, say, in Russia. 
There are now signs that Mr Zhu’s 
boldest measures are being put on ice. 
Housing reform was meant to start from 
July 1st, but rent increases will not now be- 
gin before the end of the year. Health-care 
reform, which Mr Zhu promised at his first 
prime-ministerial press conference in 
March, has scarcely been mentioned since. 
A bold promise to cut the central-govern- 
ment bureaucracy by half appears also to 
have run into the sand. And state banks are 
being urged to lend to state enterprises 
again. People are starting to say that the big- 
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gest reform of all, that of the banks, will 
now be delayed by up toa year. 

It may be delayed longer if growth does 
not pick up. Many infrastructure projects 
are being pushed through in the hope they 
will provide a stimulus. The projects reflect 
the traditional imperial obsessions with 
flood control, irrigation and grain produc- 
tion. There are ambitious plans to improve 
the rural power supply, to build railways, 
roads and housing. To help pay for all this, 
the finance ministry is preparing to tap 
over 100 billion yuan ($12 billion) from the 
huge pool of savings sitting in the state 
banks. The ministry will compel the banks 
to buy special issues of treasury bonds. 
Once such cash is put to work, says Xiang 
Huaicheng, Mr Zhu’s new finance minister, 
it will take just three or four months for the 
economy to hit the 8% growth target. Ifhe is 
wrong, Mr Zhu’s government might even 
start to look like a lame duck. 








` Tuna war in the Antipodes 


WELLINGTON 


APAN is raising hackles down under 

ina fierce fishing dispute with Austra- 

lia and New Zealand. The three coun- 
tries are the founders and signatories ofa 
1994 convention that is supposed to con- 
serve stocks of the southern bluefin tuna, 
a fish much prized by lovers of Japanese 
sushi and sashimi. But even though the 
southern bluefin is considered by Aus- 
tralia and New Zealand to be an endan- 
gered species, a fleet of 65 Japanese fish- 
ing boats has set sail to catch more than 
| the conservation agreement allows. 
| On July 13th, after a protest to the Jap- 
| anese ambassador, New Zealand closed 
its ports to all Japanese tuna fishers. Aus- 
tralia had done likewise earlier this year. 
| Both countries are angry at Japan’s deci- 
sion to begin an “experimental” pro- 
gramme to catch an additional 1,400 
| tonnes of southern bluefin in the south- 
| ern stretches of the Indian Ocean. Japan 
| already has a 6,065-tonne share of the to- 
tal quota of 11,750 tonnes. 

The row has been simmering for 
months. During a visit to Tokyo in 
March, New Zealand’s prime minister, 
Jenny Shipley, raised the issue with the 
| now outgoing Japanese prime minister, 
Ryutaro Hashimoto. She argued that 
| southern bluefin were an international 
resource and that Japan should stick to 

the agreement to allow stocks of the mi- 
gratory fish to recover. Japan, however, 
| claims there is no scientific evidence to 
| show that the species is endangered. 
| Many Australian and New Zealand 
| 
| 











tuna fishermen believe Japan has simply 
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Anyone for endangered sashimi? 


bowed to pressure fora bigger catch from 
its powerful fishing industry. The market 
for tuna is lucrative. A southern bluefin 
can fetch ¥1m ($7,100) in Tokyo’s fish 
market, and top specimens much more. 
Australian exports of southern bluefin 
are worth an estimated $A100m ($62m) a 
year and New Zealand's about a quarter 
of that. The idea of the convention is to 
create a healthy long-term future for the 
fishermen of all three countries. 

The issue could grow into wider 
trade row. A tuna war with Japan would 


be an awkward forerunner to a plan to | 


create free trade in food products, which 
is supposed to be launched at the APEC 
summit in New Zealand in 1999. 
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Australia 


Not exactly one 
nation 


SYDNEY 


OTHING much is going right for John 

Howard, Australia’s prime minister. 

He had planned to call an early general 

election, possibly in August, confident that 

his conservative coalition government, in 

power since 1996, would be returned, But 
his plans have been thrown into disarray. 

Most of the trouble has been caused by 
One Nation, a racially divisive party led by 
Pauline Hanson. It won almost a quarter of 
the votes at a Queensland state election in 
June, taking 11 of the 89 seats in the state 
parliament. The opposition Labor Party 
formed the new state government with sup- 
port from an independent mp not aligned 
to One Nation. 

With her eye on the forthcoming federal 
election, Mrs Hanson has started stumping 
beyond her Queensland base. This week 
she was in Western Australia preaching her 
negative gospel: against further immigra- 
tion, welfare spending on aborigines, for- 
eign investment and what she calls the 
“Asianisation” of Australia. She spoke in 
the constituency south of Perth that Kim 
Beazley, leader of the federal Labor opposi- 
tion, holds with a small majority; if One 
Nation does take off nationally, Mr Beazley 
could lose his seat. Then she moved on to 
South Australia for a fund-raising dinner, 
where she attacked the “aboriginal mafia”, 
and to Tasmania, where she promised to 
stop welfare payments to single mothers 
and public spending on ex-prime 
ministers. 

Mrs Hanson has drawn support, at least 
for the time being, from hard-pressed peo- 
ple in declining rural areas who are disillu- 
sioned with the mainstream parties. And 
her rise has put pressure on Mr Howard to 
push through Parliamenta bill that restricts 
the rights of aborigines to claim traditional 
“native title” over outback farming lands 
known as pastoral leases. This had been 
deadlocked in the Senate, the upper house. 
The bill was finally passed on July 8th with 
a majority of two after Brian Harradine, an 
independent senator, abandoned his op- 
position in order to avoid, he said, a “hate- 
ful” election based on race. 

But Mr Howard was not successful with 
a bill that would have allowed the govern- 
ment to sell its remaining two-thirds of 
Telstra, Australia’s main telecoms com- 
pany. On July 11th the Senate rejected the 
bill after Mal Colston, another indepen- 
dent, voted against it. The result shook Mr 
Howard and his colleagues. They had ear- 
marked the proceeds from the Telstra sale 
to pay for electoral promises in a bid to lure 
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Cares descend on Howard 


voters away from Mrs Hanson. These in- 
cluded tax cuts. 

Now cracks are opening in Mr How- 
ard’s coalition over Telstra. State leaders in 
the National Party, the coalition’s junior 
partner, called on the government this 
week to ditch the sale. Mrs Hanson wants to 
keep Telstra in public hands. So do many 
rural Australians, who fear their telephone 
and other communications costs could rise 
under a privatised company. 

Mr Howard now seems uncertain just 
when to call the election. Apart from any- 
thing else, he knows that the longer he dith- 
ers, the bigger the impact could become on 
Australia’s economy from East Asia’s finan- 
cial turmoil. October is being touted as a 
likely date. By then Mr Howard may hope 
that the Hanson effect will have fizzled. 
There was some possible indication of this 
in an opinion poll published on July 14th 
in the Australian. It gave the government 
37% support, compared with 40% for La- 
bor. One Nation's support stood at 11%, a 
decline of two points since late June. 

s 





The Koreas 


Stranger on the 
shore 


SEOUL 


IFE in a land divided into the commu- 

nist North and the capitalist South, 
with families separated for almost half a 
century by one of the world’s most heavily 
fortified borders, leads to plenty of anxiety 
and insecurity. Hoping to ease the tensions 
between the two Koreas, the South’s new 
president, Kim Dae Jung, started his term of 
office this year with a “sunshine policy”. 
But the North remains as hostile as ever, 
sending armed agents to infiltrate the 
South. No wonder Mr Kim is now talking 
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tough. He cannot, however, afford to with- 
draw the hand of friendship completely. 

In the latest incident, on July 12th, the 
body of an armed commando was found 
on South Korea’s east coast near the Tong- 
hae naval base. Nearby was a small sub- 
mersible device capable of towing up to 
five frogmen. South Korean troops imme- 
diately began a manhunt. Officials in the 
North, flatly denying the body was that of 
one of their agents, claimed the incident 
was all a “conspiracy” by the South. Mr 
Kim, however, has demanded an apology 
and a promise from the North that it will 
stop all armed infiltrations. 

This was a very different response from 
that of barely a month ago, when a North 
Korean midget submarine was caught in a 
fishing net in South Korean waters. Then 
Mr Kim played the incident down. He also 
promptly repatriated the bodies of the nine 
crewmen found inside. They had either 
shot themselves to avoid capture, or had 
been shot by their companions. Nor did the 
South Korean government demand any 
sort of apology. 

The North tried to explain that incident 
away as a training exercise that had gone 
wrong, but the discovery of the diver’s body 
leaves no doubt that armed spying mis- 
sions continue. That deeply worries South 
Koreans. It also concerns 
Mr Kim, not least because 
by-elections are due on 
July 21st and he needs to 
calm conservatives and de- 
fend himself against oppo- 
nents who argue he is too 
soft on the North. 

South Korea now plans 
to ask the UN Security 
Council to put pressure on 
North Korea to halt its spy- 
ing activities. Some people 
say this could be counter- 
productive, upsetting the 
North at a time when there 
have been signs that the 
hermit kingdom might 
perhaps be pulled out of its 
isolation. The latest incur- 
sion certainly reminds 
South Koreans of an inci- 
dent in September 1996, 
when a 320-tonne subma- 
rine was found stranded 
off their east coast. It 
sparked a 53-day manhunt 
for the 26 North Korean oc- 
cupants, 24 of whom were 
subsequently found shot 
dead. Pressed by America, 
the North eventually apol- 
ogised, but then shut down 
all channels of communi- 
cation with the South. 

Mr Kim’s government 
now threatens to take 





ASIA 


“stern” measures if the North refuses to 
apologise or sends any more spies. One 
possibility might be to cancel aid, includ- 
ing the sending of a second herd of cattle 
donated by Chung Ju Yung, the founder of 
the Hyundai group. Investments in the 
North, which Mr Kim has also encouraged, 
might be put on hold. 

But would Mr Kim snuff out his sun- 
shine policy entirely? Probably not. The 
government needs to be “flexible” in its 
dealings with North Korea, says Lim Dong 
Won, the president’s senior security ad- 
viser. The best of way dealing with the 
North, argues Han Sung Joo, a former for- 
eign minister, is to use carrots and sticks 
simultaneously, The problem is that the 
South has few sticks. Its biggest is to cut off 
aid, encourage other countries to do the 
same, and wait for the North to collapse. 
But the prospect of having to absorb 23m 
starving people while their own economy 
is in tatters is too dreadful to contemplate 
for most South Koreans. For a while at least, 
most would prefer some kind of peaceful 
coexistence—preferably without the spies. 

Northerners, meanwhile, can look for- 
ward to a day of public celebration, despite 
their misery. Their leader, Kim Jong Il, is ex- 
pected to be officially inaugurated as presi- 
dent within the next two months. 
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Black, yes; Democrats, maybe 


HOUSTON 


Most blacks are conservative—except when it comes to voting. How can the 


Republican Party appeal to them? 


HEN the Southern Republican Lead- 

ership Conference met in Biloxi, 
Mississippi, this spring, those attending se- 
lected a favourite for the Republican nomi- 
nation in 2000. To no one’s surprise, 
George W. Bush, the governor of Texas, 
came out on top. Much more surprising, 
and perhaps of more significance, was the 
man these southern Republicans wanted 
for vice-president: J.C. Watts, a conservative 
black congressman from Oklahoma. 

Mr Watts is in the vanguard of black 
conservatism, which is more self-confident 
and influential these days than at any time 
since the end of the civil war. As he and 
many other black politicians know, black 
Americans may vote left, but they often 
think right. Poll after poll shows that blacks 
are more conservative on social issues than 
whites. They are tougher on homosexuality, 
abortion and drugs, and more outspoken 
in favour of school prayer. They are also sur- 
prisingly conservative on key political is- 
sues. Most think term limits are a good 
idea; and yes, America should strive for a 
balanced budget. Even affirmative action is 
viewed suspiciously; in one Gallup poll, 
74% of blacks were opposed to minority 
preferences in hiring. And yet, despite all 
these indicators, Bill Clinton snapped up 
84% of the black vote in 1996. Why? 

The biggest reason is that blacks still 
equate conservatism (and, by default, Re- 
publicans) with racial prejudice. They have 
not forgiven conservatives for opposing the 
civil-rights movement, and they still per- 
ceive the Republican Party as something of 
a country club, jolly enough for members 
but haughty towards those left outside. The 
Republican drive to downsize government, 
which has given many blacks jobs and ad- 
vancement over the years, is another stum- 
bling block. And the style of the wilder Re- 
publican candidates does not help. “I’m 
not saying Pat Buchanan is a racist,” sighs 
one black Republican, “but to most black 
folks, that’s the way he comes across.” 

Blacks do not often have much contact 
with Republicans anyway. Few Republican 
campaigns are eager to spend their hard- 
begged dollars reaching out to black voters. 
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In most places, Republicans in effect cede 
the black vote to Democrats before any real 
money is spent. Latinos, by contrast, are ac- 
tively pursued wherever they are numer- 
ous, simply because they hint that they 
might be willing to slip into bed with Re- 
publicans. “It’s the worst of all worlds,” says 
Clark Kent Ervin, the black assistant secre- 
tary of state in Texas. “Republicans ignore 
us and Democrats take us for granted.” 

Yet there are signs that this is changing, 
and nowhere more strikingly than in Flor- 
ida. There, Jeb Bush, the younger son of the 
former president, is striving to win the 
hearts of blacks in his race for the governor- 
ship. This used to be a group he almost wil- 
fully ignored; asked in 1994, during his pre- 
vious race, what he would do for blacks if 
elected, he famously answered “Probably 
nothing”. Now he is campaigning with en- 
thusiasm in some of the poorest black dis- 
tricts in the state. In Liberty City, a de- 
pressed black area of Miami, he has helped 
to set up a charter school. The tactic seems 
to be working; blacks are beginning to ask 
themselves whether this Republican, who 


A 


J.C. Watts, most-favoured conservative 





talks like a conservative Democrat, might 
not be on their side. 

Florida’s blacks have also learned that 
they have leverage. Mr Bush needs them, be- 
cause they make up 20% of the state’s voters; 
they may spell the difference for him be- 
tween victory and defeat. Richard Nixon 
knew this, too: in 1960 he snuggled up to 


Jackie Robinson, the first black to play na- 


tional league baseball, and won more than 
a third of the black vote from Kennedy. In- 
deed, if black voters applied themselves in 
a Machiavellian manner, they would vote 
Republican in large enough numbers to 
worry Democrats and thereby gain more 
influence in both parties. 

This is exactly what is happening in the 
Missouri Senate race. There blacks are de- 
serting the Democratic candidate, Jay 
Nixon, in favour of Christopher Bond, the 
Republican incumbent. Mr Nixon has an- 
noyed them by proposing to end busing as 
a means of school integration, and assum- 
ing that they will vote for him all the same. 
By contrast, Mr Bond, with no assump- 
tions, is working hard in black precincts 
(where he barely set foot in his previous 
races) and is going to all the right church 
suppers. The black mayor of Kansas City, 
among other prominent blacks, is now 
publicly contributing to his campaign. 

There are, of course, a small core of 
blacks who vote Republican without per- 
suasion. Pollsters say they are such a tiny 
sample that it is hard to generalise about 
them. But they tend to be recent immi- 
grants (particularly West Indians such as 
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Colin Powell); the upwardly mobile 
(“buppies”), especially businessmen and 
lawyers; blacks in the armed forces; and 
those brought up as Episcopalians or Cath- 
olics, who—the argument goes—have a 
broader outlook than blacks attending 
more narrowly black churches. 

Frances Edwards—West Indian, Catho- 
lic and an executive with HBO, a cable Tv 
channel—is a good example of the upcom- 
ing generation of black conservatives. She 
finds it hard to relate to liberal leaders such 
as Jesse Jackson; instead, she gains suste- 
nance from thinkers such as Thomas 
Sowell and Shelby Steele, who emphasise 
that blacks must progress by their own ef- 
forts and not with the help of government. 
She regrets what she calls “censorship” of 
the black conservative view, and resents the 
way the media present blacks as a group 
with a single political outlook. Her views 
are echoed even more forcefully by Clar- 
ence Thomas, the lone black voice on the 
Supreme Court, who in a new book of es- 
says by various writers, “Black and Right” 
(Praeger-Greenwood), applauds “dissident 
blacks” for refusing “to give in to the cult 
mentality and childish obedience that 
hypnotises black Americans into a mind- 
less political trance.” 

Yet, for all their passion, black conserva- 
tives seldom run for political office. An ex- 
ception is Alan Keyes, a black politician 
from Maryland (and Republican candidate 
in the 1996 presidential race) who is the 
standard bearer of social conservatives 
both black and white. Mr Keyes has 
founded Black America’s Political Action 
Committee (BAMPAC) to encourage black 
conservatives to get elected. Its director, Al- 
vin Williams, says the vital issues are tax re- 
form, school choice, amendments to affir- 
mative action, welfare reform; and, above 
all, moral regeneration. Mr Williams be- 
lieves that black conservatives are the true 
voice of the black community: self-starting, 
respectful, pious. 

BAMPAG, with 60,000 members, con- 
tributes to the campaigns of black Republi- 
cans and holds training sessions for politi- 
cal novices. Already it has three notches in 
its belt: Mr Watts, elected to Congress in 
Oklahoma; Ken Blackwell, elected state 
treasurer in Ohio; and Vikki Buckley, 
elected secretary of state in Colorado. This 
autumn it will be backing several more 
black conservatives, including two first- 
time congressional candidates from Texas. 

For those blacks—and there are many of 
them—still reluctant to show their Republi- 
can sympathies, there is a model in Tex 
Moten, who in 1940 wandered into the 
Texas campaign office of the Republican 
presidential candidate, Wendell Willkie. 
As a black man, he had to enter by the side 
door. The white campaign officials looked 
at him strangely; what was a black man do- 
ing in a Republican office? He told them 
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that he opposed Roosevelt’s government 
handouts, and wanted to help the Republi- 
can campaign by stuffing envelopes. He 
never looked back. 

Mr Moten, now in his eighties, remains 
a staunch Republican, retailing the party’s 
virtues to anyone who cares to listen. Re- 
publicans, he insists, are not racist and 
never have been. Most black colleges, he 
points out, were founded by Republicans. 
Several of the founding fathers of the Texas 
Republican Party were black men. Indeed, 


Republicans held power during Texas's tur- 
bulent Reconstruction largely because of 
black suffrage. And whatever its lapses dur- 
ing the civil-rights years, the party was origi- 
nally founded to fight slavery. 

Besides, times have changed. At the turn 
of the century Mr Moten’s grandfather, a 
freed slave, tried to register as a Republican 
and was laughed at. “Boy,” said the county 
official, “in this county we only allow Dem- 
ocrat niggers.” Never let it be said that that 
particular prejudice is still alive and well. 
—-s 





The Tawana Brawley case 





Ready for your close-up, 


Mr Sharpton? 


NEW YORK 


ce E STATED openly that Steven 

Pagones did it. If we're lying, sue 
us, SO we can go into court and prove it.” It 
was inevitable that Al Sharpton’s mouth 
would eventually get him into trouble; in- 
evitable too that the Tawana Brawley affair, 
where a young black girl claimed that she 
had been raped bya gang of white men and 
left in a rubbish bag, would come back to 
haunt both Mr Sharpton and New York.On 
July 13th a jury in upstate New York found 
that seven statements by Mr Sharpton in 
various forums in the late 1980s, all nam- 
ing Mr Pagones, a local prosecutor, as one 
of Ms Brawley’s alleged assailants, were 
defamatory. 

Mr Sharpton, the inspiration for the 
Reverend Bacon in Tom Wolfe’s “The Bon- 
fire of the Vanities”, may face a tougher 
punishment than his two co-defendants, 
Alton Maddox and Vernon Mason, who 
were found liable on a total of only three 
counts; they have been even more tren- 
chant in their libels against Mr Pagones, 
but lacked Mr Sharpton’s knack for getting 
on television. Ms Brawley refused to appear 


to defend herself, and is thus automatically 
liable. The wretched Mr Pagones, who has 
been trying to clear his name for a decade 
and swallows anti-ulcer pills by the mouth- 
ful, has asked for $395m in damages. 

Defamation is a hard charge to make 
stick. Even though a grand jury investiga- 
tion in 1988 discredited Ms Brawley’s 
claims and specifically exonerated Mr 
Pagones, both Messrs Maddox and Mason 
repeated their charges against Mr Pagones. 
Mr Sharpton, who ran for mayor in 1997 
and has recently shown signs of modera- 
tion (for instance, forgiving a white man 
who stabbed him), was more evasive. But 
the prosecution still compared all three 
men to Goebbels for apparently advocat- 
ing the idea that if you say a lie often 
enough it may become true. 

Far from hanging his head in shame, 
Mr Sharpton has responded by hitting the 
airwaves. He has declared, amongst other 
things, that he has no money (if true, a wor- 
rying statement not just for Mr Pagones but 
for Mr Sharpton’s own lawyers, who have 
run up $500,000 in fees); and that the ver- 
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They get into your 
suitcase, hide behind 
your desk and are 
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That’s why we 


put a fax, e-mail and 
internet access 
all into a phone. 
We call this 
human technology: 


Bird’s new nest 


KANSAS CITY, MISSOURI 


T IS 43 years since Charlie “Bird” 

Parker died, but the question of where 
to bury the pioneering jazz musician 
burns on. The great saxophonist rarely 
slept easily in life, tortured by depres- 
sion, drugs and alcohol; now his eternal 
rest is being disturbed by politics. 

Emanuel Cleaver, the mayor of 
Parker’s home town of Kansas City, Mis- 
souri, has a controversial scheme to re- 
vive, with a celebration of black heritage, 
the district around 18th and Vine Streets. 
He wants Parkers resting place to be 
moved there. It would sit next to a mu- 
seum of jazz (and another 
celebrating Negro Leagues 
baseball) which opened last 
autumn after years of strug- 
gle between Mr Cleaver and 
city officials, who reckoned 
the money could be better 
spent on repairing roads 
and buildings. 

Mr Cleaver’s latest bud- 
get proposal, which in- 
cluded the cost of moving 
Parkers remains, met with 
hostility in the city council. 
Although the sum was 
small, the revitalisation 
project has so far cost 
around $26m. “Enough is 
enough” was already the 
feeling when Mr Cleaver 
spent $140,000 of public 
money to buy Parker's plas- 
tic saxophone in an auc- 








dict would be spun round quicker than 
“James Brown on the stage at the Apollo”. 
Indeed, Mr Sharpton seems to have re-em- 
braced the front pages with much the same 
enthusiasm as Norma Desmond did the 
lights in “Sunset Boulevard”. 

Many New Yorkers want to write off Mr 
Sharpton as a ghostly figure from another 
era. His critics point out that his popular 
support in the city seems stuck around 
130,000 (almost exclusively black) votes— 
not enough to win high political office. Ru- 
dolph Giuliani, they argue, has taken the 
sting out of New York's racial politics, and 
the growing black middle class is support- 
ing younger managerial black politicians, 
not racial ambulance-chasers. 

Mr Sharpton’s interpretation of his po- 
sition to The Economist was a little differ- 
ent. Although he might “have done some 
things differently”, the verdict was still “a 
victory” because the (mostly white) jury dis- 
missed 12 out of the 22 alleged defama- 
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tion. To be sure, not every- Alto, not tenor 
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one has reacted so negatively. When Bill | 
Clinton—a strong supporter of Mr | 
Cleaver—saw the instrument on a recent 
visit to the museum, the president, who 
famously courted popularity by playing 
jazz on the Arsenio Hall show, offered to 
donate one of his own saxophones. This 
may undermine the museum’s credibil- 
ity as a tribute to the giants of jazz. 

Money for a new grave is now being 
sought elsewhere. One possibility is to 
use some of the cash raised to erect a 
sculpture of Parker. His bones lie in a ne- 
glected cemetery, well away from 18th 
and Vine and little visited. 
Worse, after the original 
headstone was vandalised 
in 1992, the replacement 
carried an image of a saxo- 
phone: but, to his fans’ dis- 
may, it was of a tenor sax, 
not the alto on which he 
made his name. This error 
would not be repeated at 
the new site. 

After he died, Parker's 
common-law wife (the last 
of several partners) said he 
had asked her not to let him 
be buried in Kansas City. 
But other family members, 
along with fellow jazz mu- 
sicians such as Dizzy Gilles- 
pie, replied that he always 
wanted to be laid to rest be- 
side his mother, Addie. So, 
if Parker is moved, will his 
mum go too? 
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tions—and also a joint conspiracy charge. 
“The only reason why it was the main story 
in the New York Times was because I was in 
it.” As for the 130,000 votes, they are a 
springboard, not a ceiling. Noting that no 
other black politician in the state can sum- 
mon up the same support, he declares him- 
self fully set for the mayor's race in 2001. 
The truth is somewhere in between. The 
verdict surely puts Mr Sharpton back sev- 
eral years in his pursuit of broader support. 
But it will probably do him little harm with 
his core constituency, which, partly thanks 
to his own mischievous efforts, still regards 
white people as capable of any sort of 
frame-up. And at least some of the evidence 
about the moderation of the new black 
middle class is equivocal. Abigail 
Thernstrom, the co-author of “America in 
Black and White” (Simon & Schuster, 1997) 
points out that some polls show college- 
educated black people are more likely to 
believe mad conspiracy theories than less 
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well-educated blacks. 

The saddest thing about Mr Sharpton is 
that his talents—and his mouth—are misdi- 
rected. Most of his constituency’s biggest 
challenges—for instance, the fact that 70% 
of black children are now born out of wed- 
lock—are hard to blame on white people. If 
Mr Sharpton were to point his consider- 
able wit, energy and influence at such prob- 
lems, he would do far more good—and he 
might save some money in court cases too. 





Recruiting teachers 
Try m-o-n-e-y 


BOSTON 


OW can you get good teachers in the 
public schools? Over the past few far- 
cical months, Massachusetts has been won- 
dering. Across the country, demand for 
new teachers is expected to reach 2m over 
the next decade, and states are in fierce 
competition to get the best of the crop. So 
first Massachusetts has tried tests, and now 
it is trying bribes. It is not clear that either 
will work; but in a state that prides itselfon 
a long history of quality education, the de- 
bate is raging red-hot. 

The trouble began in April, when, fol- 
lowing the lead of 43 other states who al- 
ready require such exams, Massachusetts 
held its first statewide test for nearly 1,800 
candidates aspiring to teach in the public 
schools. To its astonishment, almost 60% of 
the candidates failed. Around 30% failed a 
basic reading and writing test, with ques- 
tions along the lines of “What is a preposi- 
tion?” and “Define the word ‘abolish’.” 
Some 63% failed the maths paper. In one 
section of the reading and writing test, a 
paragraph from “The Federalist Papers” 
was read aloud three times as dictation. 
Among the interesting words thereby intro- 
duced to the lexicon were “improbally”, 
“integraty”, “bodyes” and “relif”. 

Confronted with such results, the state 
Board of Education did what any other self- 
preserving body would do: it voted to lower 
the pass-mark. Roughly 260 more of the 
candidates thereby slid through. Then the 
board reinstated the original, higher, pass- 
mark, prompting the interim education 
commissioner to blame the switch on “po- 
litical forces” and immediately resign. 

After the test debacle, state officials had 
a better idea. After all, Massachusetts has a 
$1 billion budget surplus waiting to be 
spent: and what better cause could there be 
than education? A number of school sys- 
tems in other states have already turned to 
such incentives to attract qualified candi- 
dates. Baltimore offers housing bonuses of 
$5,000 to new teachers, with a bigger bonus 
if they are willing to work in rough areas. 
Detroit offers bonuses of $3,000, and Los 
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Angeles provides a $5,000 salary dif- 
ferential to teachers who are bilin- 
gual. New York city is recruiting 
(with the lure of generous starting 
salaries) from as far away as Austria, 
which has a surplus of teachers. 
Now Massachusetts may cap the 
lot by offering teachers the biggest 
bonus in the country: $20,000 
merely for signing the contract. If the 
law passes, 250 aspiring teachers 
could receive such a bonus. To put 
the sum in context, it is not far off the 
average starting salary for a teacher 
in the Massachusetts public schools 
($26,540), and $5,000 more than the 
median signing bonus received by 
all graduates from Harvard Business 
School who accepted job offers last year. 
This idea is the brainchild of Thomas 
Birmingham, the president of the state Sen- 
ate, who unashamedly describes it as “elit- 
ist”. There are several more around. Scott 
Harshbarger, the state attorney-general and 
the leading Democratic contender for the 
governor's seat, has proposed $5,000 bo- 
nuses for 200 teachers who accept jobs in 
the state’s worst schools. Paul Cellucci, the 
acting governor and the leading Republi- 
can contender, would rather use the sur- 





plus for tax cuts, but he has also suggested 
full college scholarships for top high-school 
students willing to teach for four years in 
Massachusetts public schools. He has also 
suggested that all current teachers take the 
famous test. 

Although international studies have 
shown no connection between education 
spending and achievement, the states like 
to think that extra money is at least the key 
to teacher satisfaction. One national study, 
by Harvard University’s Graduate School 
of Education, has shown that low salaries 





Bad days for hot-rodders 


SAN FRANCISCO 


INCE July 1st, large numbers of Cali- 

fornian teenagers (those lissom, 
suntanned creatures devoted to open- 
top cars) have been having a hard time. 
The reason: all those obtaining their 
driving licences after that date are pro- 
hibited for a year from driving at night 
unless accompanied by someone over 
the age of 25. Worse, during the first six 
months of driving, they may not carry 
any passengers under the age of 20. They 
cannot get a licence at all until they have 
completed 50 hours of driving, 
ten of them at night, under adult 
supervision; and they cannot get a 
full licence until they have driven 
for a year with no violations. 

All this is very much stricter 
than the previous regulations, as 
many a movie suggests; which ex- 
plains why, in the days before July 
ist, every local office of the Califor- 
nia Motor Vehicle Department 
was crammed with desperate 
young people. But the state has 
been moved to act—as others 
have—by the disproportionate in- 
volvement of teenagers in fatal 
accidents. 

In California, 16-19-year-olds 
make up 3.9% of the state’s 20m 
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motorists; but they account for 10.2% of 
all drivers in injury collisions and 8.9% 
of those in collisions that prove fatal. 
Across the country, 14% of all drivers in- 
volved in fatal crashes in 1996 were 15-20 
years old. In the words of the CMVD, 
which could be echoed round the world, 
“inexperience, immature judgment and 
a proclivity for risk-taking place teens at 
a disadvantage behind the wheel.” 

It was Maryland, in the mid-1970s, 
that first analysed accidents by age- 





Can you pass for over 25? 


often deter public school teachers 
from staying longer than a year in 
the profession, while others show 
that up to half America’s teachers 
leave before their fifth year of service. 
Bonuses could either be awarded in 
one lump sum, or spread out over 
several years to ensure that new 
teachers stay in their jobs. They could 
also be targeted and varied to attract 
teachers with particularly valued ex- 
pertise—in maths, say, or foreign lan- 
guages. According to John Silber, the 
chancellor of Boston University and 
chairman of the Massachusetts 
Board of Education, bonuses “cer- 
tainly can’t hurt, and I suspect they 


can help a great deal.” 


Others, however, believe a more system- 


atic attempt is needed to improve teacher 
salaries, working conditions and retire- 


ment policies. “Attracting teachers is cer- 
tainly important,” says Kathy Kelley, presi- 
dent of the Massachusetts Federation of 
Teachers, one of the state’s two main teach- 
ers’ unions. “Retaining them is even more 
important.” To all those familiar with the 
intransigence of unionised teachers, those 


remarks would seem to spell trouble. 





group and, asa result, brought in tougher 
restrictions on young drivers. After two 
decades, collisions involving young driv- 
ers fell by 10%. But the state was still un- 
happy, and last year a new law came in 
that required a written log recording all 
supervised practice time with an adult, 
as well as 18 months of driving without 
violations. California’s new law is mod- 
elled on one introduced in 1986 in Mich- 
igan, where over 500 specially trained 
testers have been recruited to examine 
the new drivers. 

California’s teenage rebels might 
protest, however, that they are not the 
only dangerous people on the state’s 
roads. The largest group involved 
in accidents between midnight 
and 3am are drivers in their early 
20s, and this is also the largest 
group involved in accidents 
caused by alcohol. As for future 
trends, the number of teenage 
drivers is falling, while the num- 
bers of those over 65—many of 
them poorly-sighted, slow of reac- 
tion and on mind-numbing mix- 
tures of pills—is growing fast. The 
most dangerous driver in Califor- 
nia is not necessarily the James 
Dean lookalike in the red sports 
car with three girls, but the grand- 
father in the golf-cart who drifts 
out of the Senior Retirement Cen- 
tre into the fast lane. 
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States and their progress 


The Wyoming paradox 


BIG HORN, WYOMING 


Here is a state that is a byword for rugged enterprise and risk-taking. 
Why then, a native asks, has the boom ignored it? 


Oe 480,000 people live in Wyoming, 
fewer than in any other state; and 
they try not to draw attention to them- 
selves. Camera-shy and at ease with soli- 
tude, they would just as soon avoid public 
scrutiny. But Wyoming has been corralling 
a dreary set of statistics. Of the 50 states, it 
ranks 50th in new economic growth, 50th 
in the creation of value-added jobs and 
50th in technological industries. Its neigh- 
bours have budget surpluses; Wyoming's 
politicians squabble over every dime, anda 
$200m shortfall is expected by 2004. 

Why should this be? Wyoming seems to 


in taxes. A similar family in Colorado pays 
$4,000; in Connecticut, $10,000. 

Nothing wrong with that, you might 
say. But Wyoming has developed a danger- 
ous conviction: that its people can mould 
its future without personally paying for it. 
Wyoming’s unearned income allows them 
to remain apathetic, and the state itself to 
wallow in ideological isolation. It clings to 
old-West nostalgia as legitimate public pol- 
icy, one that mixes free-market philosophy 
and government dependence in almost 
equal measure. And it has done so for de- 
cades. As a former state land commissioner 





Going nowhere fast 


have pots of money. It is number two in the 
nation in unearned income, getting $5,200 
per head from the federal government, 
most of it from government mining prop- 
erties; and it also has a $2.4 billion trust ac- 
count, financed by a severance tax on oil 
and coal. Last year, the account earned 
$94m in interest for the general fund. En- 
ergy prices go up and down, of course. But 
since Wyoming produces more coal than 
any other state and has huge reserves of nat- 
ural gas, the fund is likely to be topped up 
for many years to come. 

There is the rub: since Wyoming coasts 
along on federal largesse and the trust fund, 
its citizens barely contribute to the running 
of government. They pay no state income 
tax, a five-cents-on-the-dollar sales tax, rock- 
bottom cigarette, alcohol and fuel taxes, 
and some of the lowest property taxes in 
the country. A Wyoming family of four 
making $50,000 a year pays about $2,500 
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once said, Wyoming is “the most conserva- 
tive socialist state in the union”. 

Nowhere is this paradox clearer than in 
the case of Wyoming's beloved cowboy, the 
symbol of the state. The bold bronco-rider, 
ruggedly conservative, survives largely on 
government-subsidised grazing fees. More- 
over, he represents an industry that ac- 
counts for only 3% of the state’s gross prod- 
uct, and to which few Wyomingites have 
any ties at all. Most ranches are run as a life- 
style, not as a serious means of production, 
a source of taxes or a source of jobs. 
Throughout the West, fewer than 1% of ghe 
ranches have 500 head of cattle, the num- 
ber needed to run a viable operation. It is as 
if all Virginians aspired to live like colonial 
Williamsburg, demanding that the world 
at large pay them a subsidy for making 
charcoal or coopering barrels. 

Although Wyoming clings to the Holly- 
wood version of its history, it also tends to 


UNITED STATES 


remove the old in favour of the new. Town 
officials gleefully bulldoze historic sites on 
the mere rumour that a Wal-Mart advance 
team has been spotted on Main Street. And, 
because they have so much of it, counties 
are generous with their open space. Devel- 
opers get free rein to service the state's 
booming second-home and recreation in- 
dustry. Thus Wyoming is spending its prin- 
cipal. High values for recreational plots— 
ranchland prices are climbing by 9.5% a 
year—and loose zoning policies not only 
foretell the creeping suburbanisation of the 
state but also spell disaster for the few local 
stockmen who are left. 

Most harmful of all, however, is the 
sense of stagnation that afflicts the state. 
Wyoming used to be rather a bold place. It 
gave the vote to women in 1869, thinking 
this would lure in settlers. (Today the Equal- 
ity State boasts the highest wage differential 
between men and women.) Residents once 
staked every penny on drilling that last 
hole. Wyoming has considered, and some- 
times undertaken, all kinds of projects, 
from exploding nuclear devices to en- 
hanced oil production and selling itself as 
a site for spent fuel rods, all in the name of 
jobs. Now it seems to have given up trying. 

It would be easy to blame the state’s 
moribund Republican Party. Wyoming is 
essentially a one-party state; Republicans 
there, like Democrats in the Deep South in 
the 1950s, do not tolerate dissent and ig- 
nore party members, no matter how quali- 
fied, who want to challenge an incumbent. 
But the real responsibility lies with the av- 
erage Wyomingite, who exhibits an almost 
pathological ambivalence towards growth 
and who, rather than contributing to his 
state, coasts along on a sense of subsidy and 
entitlement. For the history of this state, as 
much as being one of risk, is also of working 
for someone else: absentee cattle barons, 
New-York-based mining and oil compa- 
nies, railways and, of course, the federal 
government. In real life, the famous Wyo- 
ming cowboy was an itinerant, landless, 
poverty-stricken soul, dependent upon the 
rancher for bread and shelter. 

Only this month, Wyoming set up yet 
another business council. It could have 
lived without it. What it needs to recover is 
its legacy of bold risk-taking: not with an- 
other mining claim or ranching spread, but 
by paying its own way. When someone else 
picks up the tab, the entrepreneurial spirit 
languishes. Wyoming needs political par- 
ties that encourage, rather than squash, 
new talent and fresh ideas. And it needs to 
take control of its own future. Each year, at 
least 50% of its college graduates drift away, 
like cottonwood leaves in the wind, unable 
to find work. If Wyoming cannot keep 
them, its future will continue to be shaped 
by people, usually from outside, who want 
to exploit its riches for themselves. 

-a 
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An officer and a social worker 


MERICA’S drug tsar, Barry McCaffrey, has a one-theme cv. 
He is a general. He is the son of a general. His own son is a 
major; his daughter holds the rank of captain in the National 
Guard. He has three Purple Hearts, awarded for wounds re- 
ceived in battle; he has commanded the biggest mechanised ad- 
vance in history, leading a pincer of 26,000 soldiers behind 
Iraqi lines during the Gulf war, then slaughtering the retreating 
Republican Guard. In 1996, when Mr McCaffrey got the job of 
drugs tsar, he brought his background with him: several army 
buddies came along to help run his new command. So it is not 
| surprising when the general is described, as he was this week in 
| the leading Dutch newspaper, as “the old war-horse of the re- 
pressive American drug policy”. 
| For who better than a career offi- 
| -cer to pursue, with military bone- 
headedness, America’s self-defeat- 
ing war on drugs? 

Or so you might think, until 
you meet him; for this general 
turns out to demonstrate that cv 
is not destiny. He has a predict- 
| able military demeanour; he is a 
| tough boss, a tough talker, a tough 
man to interrupt. But, for the most 
part, the drug tsar’s message is de- 
|. cidedly unmilitary. Rather than 
mouthing the slogans of the 
“drugs war”, Mr McCaffrey pre- 
fers a medical metaphor: he de- 
scribes drug abuse by one in 17 
Americans as a “cancer”. Rather 
than pouring ever more money 
into military counter-smuggling 
efforts, Mr McCaffrey prefers to 
emphasise unmilitary campaigns 
“| to rehabilitate drug addicts. “We 

`. were promised a general and got a 
| social worker,” a Republican has 
|. complained. 
| On July 9th Mr McCaffrey confirmed the unmilitary nature 
i ofhis methods by launching a new ad campaign, the biggest ever 

plotted by the federal government. Over the next five years, 
‘American taxpayers will contribute $1 billion towards an anti- 
| drug publicity blitz on television and radio, in newspapers and 
on the Internet; private donors will match that. Mr McCaffrey 

claims that the target audience—young Americans and their par- 
-. ents—will see an anti-drug message four times a week on aver- 
| age. Ifcorporate America uses ads to sell sneakers and sodas, Mr 
| McCaffrey reasons, then America’s government should use ads 
|> to drive down drug abuse. 

And not just ads. Mr McCaffrey hopes that the publicity cam- 
| paign will energise thousands of community organisations— 
-| from schools to churches to boy-scout groups—that might spread 
the anti-drug gospel. At the moment, the drug tsar’s office works 
O with 4,000 local groups that help to put the ward out; it aims to 
expand its network to 14,000 soon. There are plans to recruit 
| 22m small businesses to a drug-abstention effort. The army has 
|. already proved that a determined employer can make a differ- 
| ence—over 50% of soldiers abused drugs in the 1970s, compared 
| with around 3% in 1995—and Mr McCaffrey aims to repeat that 
|- success among civilian firms. 

None of this will silence the drug tsar’s many critics. Republi- 








cans love to paint the Clinton administration as soft on drugs, so 
they will no doubt deride advertising as a wimpish alternative 
to tough law enforcement—even though the law-enforcement 
budget has not in fact been cut. Legalisers, for their part, predict 
that the ads will prove as ineffective as other strategies against 
drugs. | 
It is possible that the legalisers will be proved right. Ethan 
Nadelmann, an articulate legaliser at George Soros’s Open Soci- | 
ety Foundation, recalls an old anti-drug ad that showed an egg | 
in a frying pan, while the voice-over intoned: “This is your brain 
on drugs.” After a while, the ad appears to have backfired: teen- 
agers wore T-shirts with fried eggs on them, mocking the ads | 
cautionary advice. Thesamething | 

could happen to Mr MeCaffrey’s | 
commercials. One shows a drug- | 
crazed but attractive woman | 
smashing up a kitchen. It is in- 
tended to make the effects of | 
drugs look frightening. To some | 
teenagers, it may make the effects | 
look cool instead. 

And yet, even if Mr 
McCaffrey’s ads prove wanting, it | 
is hard to quarrel with the idea ` 
that some kind of advertising | 
makes sense. The case for | 
legalisation, which The Econo- | 
mist has long supported, is pre- 
cisely that drug abuse can be kept | 
down by regulation and educa- | 
tion; and that a ban on drugs 
(which fuels the profits of crime | 
syndicates) is therefore unnec- | 
essary. A legal-drugs policy would | | 
certainly include publicity cam- | 
paigns about the ravages of addic- 
tion. Indeed the Dutch, whose lib- | 
eral regime Mr McCaffrey | 
criticised recently, have waged such campaigns for years. z 

And so, by launching his own ad offensive, Mr McCaffrey — 
has taken an important step. Without legalising drugs, he is ac 
cepting some of the legalisers’ arguments: that it is impossible to 
burn all the coca crops in Latin America or track down every | 
secret airstrip in the Caribbean, and therefore that the best way | 
to discourage drug abuse is to tackle demand rather than supply... | 
Demand, moreover, is best reduced by persuasion, not coercion. | 
So long as people want drugs, coercion will swell the prison 
population faster than it reduces drug abuse. This is why the gen- 
eral refuses to speak of a “drugs war”, a metaphor that encour- 
ages the delusion that abuse can be eliminated by force, and 
talks instead of gradually reducing the abuse rate from 6% to 3%. 
This is why he favours drugs courts, which offer drug-abusing 
criminals the option of going into treatment instead of jail. 

And yet, despite these concessions, the war of words contin- 
ues between Mr McCaffrey and his legalising foes. The reason is 
not hard to fathom. The drug tsar mixes moderation with flashes: 
of obstinacy, which makes people think heis just a bone-headed 
general after all. He rails against the medical use. of marijuana: 
he refuses to support needle exchanges, which reduce the spread - 
of aips among addicts. If only this war hero could: repeat: the 
boldness of his days in uniform, and press his adani intothe 
legalisers’ territory a bit more. 
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Colombia dreams of peace 


BOGOTA 


With a new president about to take office, both of the country’s big guerrilla 


movements have at least begun to talk 


FTER so many years of so much blood- 
shed, could peace be on its way? Tell- 
ing only his closest advisers, Colombia's 
president-elect, Andres Pastrana, last week 
travelled deep into the jungle to meet the 
FARC, the Revolutionary Armed Forces of 
Colombia, its strongest guerrilla group. 
This week the smaller ELN—National Liber- 
ation Army—was talking in Germany to 
Colombian business, church and labour 
leaders. No one thinks agreement will be 
easy. But at last there is hope. 

Mr Pastrana’s jungle rendezvous with 
the FARC’s leader, Manuel Marulanda, and 
its military chief, Jorge Briceno, on July 9th 
came as a huge surprise, even to the army 
and the current government. Before voting 
day, Mr Pastrana, the Conservative, opposi- 
tion candidate for the presidency, had sent 
his chief aide, Victor Ricardo, to talk to the 
FARC. He had said later that he would try to 
do the same himself, and fast. But few imag- 
ined it could happen so soon. Back in Bo- 
gota, he showed a short video proving that 
it had. More important, he revealed that he 
had agreed to demilitarise five municipal- 
ities (wide areas around the towns shown 
on our map), to let the guerrillas gather 
without fear of attack—a central FARC de- 





mand—in advance of talks. The talking it- 
self would begin, he said, within 90 days of 
his inauguration on August 7th. 

This week it was the ELN’s turn. In a 
monastery near Wurzburg, east of Frank- 
furt, its spokesmen began talks, sponsored 
by the German bishops’ conference, with a 
large group from many sides of Colombian 
society, not least the head of the federation 
of industry; briefly, even the chief prosecu- 
tor was there. This meeting had been well 
flagged in advance. But it was still a big step 
from the past small and secret meetings of 
would-be peacemakers, and it brought 
agreement on a bigger “national conven- 
tion” in Colombia later this year. 

Why are the guerrillas ready to talk? 
Both groups have long refused any serious 
negotiations—though the ELN recently, for 
a time, looked more amenable—with Presi- 
dent Ernesto Samper, though he has waved 
several olive branches, and has now wel- 
comed Mr Pastrana’s efforts. A new face at 
the top has no doubt helped. But the guer- 
rillas are not short of cash, nor of success. 
They, especially the FARC, have long been 
drug-financed. Both groups have swelled 
their ranks in recent years, and the FARC 
since 1996 has given the army some heavy 


Briceno, Ricardo, Marulanda and (right) Pastrana 
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blows (it claims to have given one back last 
weekend). But there is a new factor: the 
mostly state-tolerated rise of paramilitary 
forces, acting for big landowners, agro-busi- 
nessmen and drug traffickers. Their massa- 
cres and terror tactics have eroded the guer- 
rillas’ network of civilian backing: burned 
and deserted villages deprive them of sup- 
port and supplies alike. The paramilitaries 
have done much to force their arm. 

The state’s reasons to talk are plain. It 
may not be losing the war, but it plainly is 
not winning it, and probably never could. 
The costs are heavy. Lives apart, by one esti- 
mate the war knocks 2% off annual growth, 
and both the economy and the govern- 
ment’s finances are at present shaky. 

The short-term signals look good for 
peace. The ELN has agreed not to use anti- 
personnel mines, to stop kidnapping old 
people, pregnant women and children for 
ransom (well, thanks); even, while the fu- 
ture convention meets, not to blow up the 
pipelines of its great hate, foreign oil com- 
panies. And the FARC seems ready for the 
early talks that Mr Pastrana promises, 

Yet all involved warn against raising 
hopes too high too soon. Progress will be 
slow and difficult. One first step, it is 
hoped, will be an internationally backed 
agreement to respect human rights; in El 
Salvador such an accord was signed a full 
two years before fighting itself ended. Mr 
Pastrana believes in the free market. The 
guerrillas want a return to the old Latin 
American norm of state-ownership of en- 
ergy, telecoms, public services, roads, ports 
and natural resources. Current contracts 
with foreign companies should be renego- 
tiated, they say. They want extensive agrar- 
ian reform; and, for good measure, reform 
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of the armed forces and of the constitution. 

Nor are the guerrillas yet offering much 
to ease the way. The ELN may be ready, 
briefly, to spare pipelines, but the FARC is 
not: it has just declared that foreign compa- 
nies exploiting Colombian resources are le- 
gitimate military targets. The latest bomb- 
ings of Occidental Petroleum’s Cano 
Limon pipeline, which is attacked at least 
once a week, have been its work. Both 
groups will talk. Neither is ready to cease 
fire—let alone disarm—while doing so. 

Mr Pastrana will have to overcome his 
generals’ dislike of demilitarising the wide 
rural areas that the guerrillas speak of. Last 
year a short demilitarisation, to secure the 
release of some troops captured by the 
FARG, led to a clash between Mr Samper 
and the then armed-forces commander, 
General Harold Bedoya. The new demilit- 
arisation would presumably last as long as 
the talks. The current army commander, 
General Hugo Galan, has expressed doubts 
about at least one of the areas at issue. 

Nor is the army alone: the para- 
militaries cannot be ignored. They said this 
week they were ready to talk peace, on con- 
ditions: demilitarisation of one northern 
municipality, respect for their “civilian 
self-defence” role (phew), discussion also of 
their political and social ideas—and the 
right to shoot meanwhile. The ELN said it 
would never talk to them. 

Still, pressures for a deal are mounting; 
there will soon be a new president; and Mr 
Pastrana’s swashbuckling jungle encounter 
with the FARC last week gave a jolt and a 
new sense of commitment to the search for 
peace. It will be tortuous, and bullets will 
probably continue to fly. Still, after years 
that have cost tens of thousands their lives 
and over a million their homes, there is at 
last real enthusiasm and hope for peace. 





Ecuador 


Now for the hard 
part 


Quito 


CCO LEAVE the crisis behind” was a 
campaign slogan of Jamil Mahuad, 

the apparent winner of Ecuador's presiden- 
tial election. Easily said, harder to perform. 
That is certainly needed. Ecuador is ina 
mess. The price of oil, supplier of over a 
third of central-government revenue, has 
plummeted. The coast has been laid waste 
by El Nino: storms, floods and landslips 
have left over 20,000 people homeless, 
damaged or destroyed over 2,000 
kilometres (1,300 miles) of roads and rav- 
aged farms. The economy may shrink this 
year, and annual inflation is accelerating 
towards 40%. The budget deficit is close to 
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Mahuad votes, the country hopes 


6% of Gpr, and privatisation has been on 
hold since the sale of 35% of state telecoms 
companies had to be suspended in April, 
for lack of serious bidders. 

The roots of the trouble are political. 
President Abdala Bucaram, elected in 1996, 
was ousted in February 1997, after mass 
protests against his corrupt misgovern- 
ment. His successor, Fabian Alarcon, ap- 
pointed by Congress, has proved little bet- 
ter. A high turnover of ministers, victims of 
congressional impeachments, has under- 
mined policy consistency, and has eaten 
into legislative time (a mixed loss, perhaps, 
given how many congressmen, with cor- 
ruption rampant, see their seat as a route to 
personal gain rather than public service). 

Can the new president do better? That, 
by Thursday, seemed to mean Mr Mahuad, 
a politician with ten years of public office 
behind him; he is now mayor of Quito, the 
capital. Backed by his centre-right Popular 
Democracy party, he won the first-round 
vote on May 31st, and defeated the runner- 
up, Alvaro Noboa, a populist businessman, 
in the second round, on July 12th, as ex- 
pected. But not by the margin expected: his 
lead with a few—probably mostly pro- 
Noboa—votes still to be counted on July 
16th, was 1.2%. Mr Noboa was fiercely de- 
mending a recount, and there may be 
worse trouble to come. 

The figures were a warning that Ecua- 
dor’s 12m people have had enough. Mr No- 
boa, promising hand-outs of free medicine 
and food, cheap housing and jobs, made 
himself welcome among the poor, espe- 
cially on the coast, where infrastructure 
and basic services are lacking and the offi- 


cial response to El Nino was slow. 
Coming from the coast himself, he 
campaigned persuasively against 
centralised administration (from 
highland Quito), and the traditional 
political class. 

The effects may outlast the elec- 
tion. Witness the affair of the cook- 
ing-gas subsidy, which the govern- 
ment in mid-campaign decided to 
cut. Denouncing this unpopular 
measure, Mr Noboa jeered at his ri- 
val, who had publicly supported it, 
as just a continuation of the Alarcon 
regime. Mr Mahuad, his popularity 
plummeting, belatedly called for the 
change to be suspended until a 
mechanism for compensating the 
poor, hardest hit by it, was found. 
Suspended it was, but the damage 
had been done. At home, voters 
turned against the prospect of fur- 
ther unpleasant economic measures, 
if Mr Mahuad were to win. Abroad, 
investors saw yet another Ecua- 
dorean politician bowing to popu- 
lar pressure instead of backing nec- 
essary economic reform. 

Was this a sign of things to come? 
In the short term, measures to tackle the 
budget deficit and curb inflation are ur- 
gent. Not much further ahead, the coast’s 
infrastructure has to be rebuilt, for eco- 
nomic and political reasons alike. Yet in 
Congress Mr Mahuad’s allies in the market- 
oriented but populist Social Christian 
Party (Psc) say “No more taxes.” He has al- 
ready felt the popular backlash against aus- 
terity measures, and now talks of spending 
cuts, improved customs collection, con- 
centrating subsidies on poor consumers 
and a negotiated rescheduling of Ecuador's 
foreign debt. As for meeting the costs ($2.5 
billion overall?) of El Nino, he hopes for 
$800m from multilateral lenders or do- 
nors, plus $600m from a bond issue and, 
modestly, the general budget. 

In the longer term, Mr Mahuad prom- 
ises a war On poverty, more and better in- 
vestment in health and education, more 
jobs and a drive against corruption. Less 
routinely, he foresees a greater role for the 
private sector in such areas as oil, electricity 
and telecoms, with clear, court-enforced 
rules to attract wary foreign investors. 

Not routinely at all, he—if he it indeed 
is—may be really willing and able todo it. A 
Harvard graduate in public administra- 
tion, he is expected to appoint a govern- 
ment of technocrats. Recalling his six years 
as mayor of Quito, he points to a record of 
deeds: clean government, an overhaul of 
public transport, water supplies assured 
until 2015, and $500m of international aid 
and financing obtained for city infrastruc- 
ture. As ever, there will be political obsta- 
cles. But a new president has four years 
ahead of him, and constitutional changes 
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The Ae modern NKL-Lottery: 


Nearly 400 years now, the NKL (Nordwestdeutsche Klassenlotterie] has been 
awarding MILLIONS OF DEUTSCH MARKS to people all over the world. 
Now the 10 German States celebrate the 101st Super-Lottery: There 
will be a firework of prizes in the million range! This is your chance! Take 
advantage of the additional prize payout of the DM 34 Sunday-Millions! 


WINNING-CHANCES are guaranteed: 
With the limited number of tickets {1,500,000} more than every second 


ticket will win! But still you can improve your chances with the Combi- 
Strategy: With a 7/4-Combi the odds increase up to 99%! 


Choose your Jackpot-size: With the ticket-share you choose your size 
of the prizes which are assigned in the Official Ga ETT Tees 
Winning Plan to the daily drawings! The absolute Eeoa r hers 
Top loclaict will be DM 10 Million! Altogether Ge 73a y"17 am 
there are 160 prizes in the million range! 


Playing NKL-lottery is very easy: 


With your ticket- or Combi-subscription for the NKL you will receive your 
official NKL-Tickets which take part in the daily drawings for allmost 

_ 6 months: The 101st NKL starts on Sep. 25, '98 and ends on Mar. 22, '99 with 
the NKL-Super-Chance of 50 x DM 1 Million on a single day! 










me m e em, em au a ome m a e an aa a e sem em eee immanent 


T E 
in © Si "io. 105:00 
LASA aadA 174.00 E | 






în £ Sig 











i T 
i Eir us $: 
cos shown bo US 
Tear aie dete at fegaip!. Per 


nk draft is recomme: 
rges} hasty es tin 


emittance by DM 
credit TeS orin 


order later, enclose draft with your order. We wish you good luck 








( 101st LOTTERY ORDER COUPON | 
Ves, U want to wnt NKL SS 
, 52 


e 1 4- Tiei FULLNAME: O O OO U 


M: T.2272. 


Ea j, 
216-2 36:00 
am ; in US$. 359.8 59.50 
a £-Stg. are oni ‘oximate. Pi fs joe in currencigs ghh other than DM will be 
sdate of oospl. Remo ded [Please add DM 5 bank 


ign currencies, you must odd ne necessary 


All oi =e hovld be mode ms payable to L-A, Wessel. if the payment is not included, poyrrents should arrive not later then 


(_] Please rush me your — package only! It's FREE. 
Sg ‘AX-Order: ++49 - 40 - 39 86 61 33 


= fey L.-A. WESSEL, P.O.BOX 50 16 40, 
D - 22716 HAMBURG, GERMANY 





How your prize is paid out: Fa 


You'll receive a written winning notification immediately. All prizes 
are free of German tax and are paid out in full directly to m anywhere 
in the world. Everything is kept strictly confidential by Wessel. 


Wessel provides worldwide service: D 


Wessel has been providing lottery-services as a state accredited lottery 
agency on behalf of ten German states since 1893! 

All of our customers become a member of the Wessel Gold-Club. You can 
collect bonus-points while playing the NKL-lottery and exchange them 
later for high quality premium s. There are no extra club charges! ` 
To order your ticket-combi for the 101st Super-Lottery, please 
fill in the attached coupon now and return it to us. You will receive your 
personal Document-Folder with the original tickets, the Official Winning 
Plan, your club card and our club-brochure immediately! 


Ba hitp://www.wessel.de ) 
























FXO, LA. Wessel, P. 
> 2a „A; Wessel, P.O.Box 501640 y 
Since E E D-22716 HAMBURG, GERMANY esse 
e ACY Phone: ++49-40-398661-23 STATE ACCREDITED LOTTERY AGENCY: 


URGENT FAX-ORDER: ++49-40-39 86 61 33 | 


Y X 
K W coca Cord! . | 
ADDRESS Cim Civ. Timi E 








j Messrs Answer ino? 





“304,502 a 
a) ee STREET and NUMBER: 


7O1.- & 137.00 È 








YOUR FAX-NO. or E-MAIL 


PAYMENT; m, Wih h cheque enclosed! E Alter 


5 bank charges} 
al Char Charge my. edi card for the a ira 


for one time payment plus 5% handling 





Bie": 
a UTNE 
sent 





Expiry Date: 






Number 





Card Holder Signature 


THE AMERICAS 


have strengthened the executive, relative to 
Congress, making it harder to remove min- 
isters and doing away with mid-term con- 
gressional elections. In the fragmented 
Congress, Mr Mahuad’s party is the largest 
block, and will probably hold the chair. 


He will still need psc help, though, and 
even with it he will be short of a congres- 
sional majority. He must now prove his 
professed capacity for achieving consensus 
without paralysing policy. Confident of 
victory in the elections, he neglected con- 


tacts with centre-left politicians. He now 
has to bridge that gap. But others too must 
change. Motivated for years by corruption, 
self-interest and party interest, will Ecua- 
dor’s politicians respond to such overtures? 
Ne E ee 








Under the ocean, up in the clouds 


CARACAS AND POTOSI 


Latin American countries have long exploited their natural resources. Now, 
increasingly, they are exploiting their history. Two correspondents report 


TWAS hardly the Spanish Armada, but 

quite a naval disaster nonetheless. 
Now Venezuelans are uncovering the re- 
sults. Conch-fishermen had long talked of 
an underwater field of coral-encrusted 
pipes by the Las Aves islands some 160 
kilometres (100 miles) offshore from Ca- 
racas. A joint Venezuelan-American expe- 
dition recently went to look: the “pipes” 
were 17th-century cannon—a worthwhile 
find for a country far from rich in relics of 
its early colonial past. 

Researchers believe the wreck they 
have found was part of a French expe- 
dition of 35 warships sailing to attack the 
Dutch island of Curacao, 125km to the 
west, in 1678. According to historians, 
three Dutch vessels lured the French on to 
the coral reef that surrounds Las Aves, in 
heavy seas soon after sunset. When the 
French flagship hit the reef, it fired a can- 
non to warn the rest of the fleet. But the 
signal was not understood, and the 
French ships sailed on to give battle to the 
Dutch. At least 18 were wrecked. 

In the fleet were three privateer vessels 
hired for the occasion. The researchers 
think their wreck is one of these. They 
hope to uncover more of the wrecks, 
which are thought to be strung out over a 
kilometre-long arc at the edge of the reef. 
Besides cannon and the usual relics of a 
sinking of the period—ironwork, pottery, 
buttons, no doubt some coins—no one ex- 
pects great treasures. But the divers hope 
to find evidence of the fleet’s raid on (then 
nominally Spanish) Tobago before it set 
off for Curacao. Some of the finds will not 
stay long on the surface: it is planned to 
create a special underwater museum for 
them on Margarita Island, offto the east, a 
popular place for tourists. 


New riches from the silver mine 


Potosi, a city high in the altiplano clouds, 
is one of Bolivia’s poorest. Yet it sits on the 
fabled Cerro Rico—rich hill—whose thou- 
sands of mines supported Spain’s empire 
for two centuries. Silver, tin and then zinc 
were found in prodigious quantities. No 
longer: Potosi’s days of mining prosperity 
are over. Silver has fallen in value over the 
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centuries. By 1983 a troy ounce cost just 
over $11, these days half as much. Tin, 
which 20 years ago fetched $7.60 a 
pound, had fallen by half by 1989 and is 
around $2.60 today. Meanwhile govern- 
ment support for Potosi’s beleaguered 
miners has collapsed. 

Increasing poverty, and anger that sa- 
cred Quechua sites were being exploited, 
led to a violent four-day occupation of 
one Canadian-owned gold mine in 1996. 
The affair ended with 11 people dead and 
some 50 wounded, but brought the min- 
ers—never prosperous even when the 
mines were—no benefit. The co-operative 
pits have fared no better: boys as young as 
nine and men of 65 may earn as little as 
$3 a day, and wages change with pro- 
ductivity and world prices. 

Is there is no way out, then, for the 
miners? There is. Bring in the conquista- 
dors of the 1990s—the tourist and his dol- 
lar. Bolivia, South America’s poorest 
country, earned $190m from tourists in 
1996 and wants to attract 1m visitors a 
year within five years. Potosi draws tour- 
ists from nearby Chile and Argentina and 
now, increasingly, from Europe and 
North America. The city has been listed as 
a “world heritage” site by UNESCO, for its 
17th-century cathedral, its churches and 
its Casa de Moneda, the colonial-era 
mint. But the big attraction, developed 
over the past few years, is watching min- 
eņs at work inside the mountain. 

Ore is blasted with sticks of dynamite 
bought in a nearby market. Communicat- 
ing by banging hammers on the stone, the 
miners give as much warning as the un- 
predictable fuses allow. With each explo- 
sion, the tunnels, some centuries old, 
some less than a metre high, fill with thick 






clouds of dust—one more hazard to add 
to the effects of consuming coca leaves, fi- 
ery local alcohol and rough cigarettes, 
and the risk of poisoning from handling 
mercury. The only visible safety measures, 
at least in the more primitive mines, are 
frequent offerings of cigarettes and coca | 
leaves to the diablo of the mine, its 
crudely sculpted guardian demon. In the 
deeper mines the heat can reach 40° Cel- 
sius, and men work by the light ofa single 
flame. A miner can count himself lucky 
who lives to 45. 

All this—briefly—the tourist experi- 
ences, paying around $10 and providing 
coca-leaves and dynamite (literally: he 
buys both in the market before making 
his visit) for the privilege. Not much cash 
seeps through to the miner from the 
group of backpackers staring over his 
shoulder. Still, Potosi benefits, or at least 
those of its citizens who run or work in 
these and other tours. So do its hotels, tea 
shops, pizza restaurants and bars. Bus 
companies are flourishing, and a Danish | 
café has opened beside the newly redeco- | 
rated Museum of Money. And the money 
trickles around. The city’s two cinemas 
are selling more tickets than they used to, 
more pollo con papas—chicken with 
chips—flies off the street stalls. Maybe 
those Andean clouds still have a silver lin- 
ing after all. 
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The source 
of aerospace 
solutions. 

On any scale. 


At AlliedSignal, we understand 
that being the world’s best supplier 
of aerospace products means more 
than just being the biggest. We 
know that to be your source 
requires an unwavering commit- 
ment to satisfy all of your needs. 


Big or small. 


That means offering a comprehen- 
sive range of aerospace capabilities. 
So whether it takes the latest 
electronic and avionic systems, 
most reliable engines, advanced 
aerospace equipment systems, 
comprehensive technical services, 
world-class repair and overhaul, or 


all of the above-we've got answers. 


In other words, when it comes to 
aerospace products and services, 
we can take care of every little 


detail. As well as the big picture. 
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hetp://www.alliedsignal.com/aerospace 


There's no place quite like Kuala Lumpur International Airport. And 
as its the most modern airport in the world, we're understandably 
proud to make this home base for Malaysia Airlines. 

Here, our passengers will enjoy a new standard of ground service to 


rival our world-class, award-winning inflight service. 


For starters, there are more check-in counters, so long queues are 


a thing of the past. 


There are three Malaysia Airlines Golden Lounges for our First ans 
Business Class passengers and MAS Esteemed Travellers with the crows 
jewel being the Golden Lounge at the Satellite Building. 

With more than 4,000 square metres of space, it’s larger than a footba 
field and is the world’s largest airport passenger lounge. It doesn't jus 
incorporate the every day side of things for business travellers like 


fully-equipped business centre, lap-top ports and an audio-visual area 










f You might call the new Kuala 
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the most adva 





ut also houses sleeperettes, a mini gym, showers, sauna, a nursery with 


iildren's rumpus and activity area, a coffee bistro, playstation corner, 
‘ayer rooms, and even a sumptuous choice of pre-flight dining. 

Outside, there are many distractions for travellers. Duty-free shopping 
at's second to none, a large choice of food outlets and the natural beauty 
“the airport within a forest’, to name but three. 


For business travellers chasing a deadline, we've added a fast track 
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service to speed yow through immigration. And bags wait for you at the 
carousels, not the other way round. 

We could go on and on about the innovations. But we think you'd like 
to discover them yourself the next time you fly Malaysia Airlines. For more 


information, please call your travel agent or Malaysia Airlines. 


S ARUN http://www.malaysiaairlines.com.my € malaysia 





The Fine Art of 
Doing Business: 


Shopping, breakfast & a cool car 


Stay two nights at Grand Hyatt Erawan Bangkok and enjoy 
Duty Free Shop discount coupons, complimentary 
American Breakfasts, and a round-trip limousine airport 


transfer. With the added luxury of our resort facilities, the | 


Amazing Grand offer makes it more than just business. | H GRAND | 

lerms & Conditions: Rate subject to 10% service Charge plus tax. From now | IYAT £} 
|. 

until September 30, 1998 ERAWAN BANGKOK |è 


FOR RESERVATIONS, CALL YOUR TRAVEL PLANNER OR ACCESS WWW.HYATT.COM ON THE INTERNET 
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9 . 
Its a free world. 


The Economist Screensaver is available free on The Economist 
Website at www.economist.com. It brings a wealth of useful 
world information to your desktop PC or laptop. 





e World time clocks are automatically set by your computer's clock. 


e The month’s upcoming major world events scroll across the screen together with intriguing statements 
and quotes from people who got things fantastically wrong. 

e Detailed statistical analysis on more than 60 countries from the best-selling Economist Pocket World 
in Figures are just a click away on the navigable globe. 

A direct link takes you through to The Economist Website. Here you will find 

selected articles from The Economist, a two year archive of back issues and free 

weekly e-mail news summaries. You can also subscribe to the full Economist Web 

Edition at the special introductory price of £30/US $48. 





Fo run the screensaver you will need: Windows 3.1, 3.11 or Windows 95, 4 486/66 processor or better, 


. 
1 Mb hard disk space and at least 256 colour display with 640 x 480 resolution www. economist. com 
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Southern Sudan’s starvation 


Hunger is a weapon in Sudan’s long, cruel war 


N at last, some lives may be saved. 
Southern Sudan’s famine, instigated 
by the government in Khartoum and made 
worse by the indifference and incompe- 
tence of the rebel movement, is growing 
more severe. But on July 15th, the rebels, the 
Sudan People’s Liberation Army (SPLA), an- 
nounced a three-month ceasefire in Bahrel 
Ghazal province, and three corridors lead- 
ing to it—by rail, river and road. The gov- 
ernment then came up with a one-month 
truce, probably covering the same areas. 
The relief agencies should now be able to 
open up new routes for delivering food. 

The ceasefire was not too difficult a de- 
cision for either of the two sides. Fighting 
has been temporarily stopped by rain, and 
both have been criticised abroad for pre- 
venting aid getting through to people dying 
of starvation. The question is whether ei- 
ther is yet prepared to acknowledge that the 
time has come to talk. 

The un’s World Food Programme (WFP) 
says that it is now feeding 2.4m people in 
southern Sudan, nearly halfits population. 


It estimates that more than half the chil- . 


dren in 12 rebel-held areas are malnour- 
ished. There is no death toll, as yet, because 
no one knows what is happening outside 
the limited areas in which the un is al- 
lowed to work. The human reality behind 
the statistics is displayed daily on televi- 
sion across the world: bent, skeletal figures 
dragging themselves into feeding centres. 

This is man-made starvation, part of the 
war policy pursued by Sudan's Islamist 
government. The famine is worst in Bahr el 
Ghazal, an area populated by peasant farm- 
ers who put their wealth in cattle. Its tall, 
graceful people are Dinka, the most north- 
erly of the black southern Sudanese. This 
being the faultline between north and 
south, their northern neighbours are Ara- 
bic-speaking Muslims with whom they 
share, or compete for, grazing lands. What 
counts with Khartoun is that the Dinka are 
the spLa’s main supporters. 

The war has swung back and forth 
across Dinka land, killing off trade and ac- 
cess to essential goods and eroding their ca- 
pacity to survive hard times. In 1994 the 
SPLA commander from the area, Kerubino 
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Kwanyin Bol, changed sides and, assisted 
by the government, began to kill and loot 
his own people. He encouraged Arab mili- 
tias from the north and east, armed by the 
government in the name of self-defence, to 
attack Dinka villages and steal their cattle. 
In January, Mr Kerubino went back to 
the spLa (the government did not give him 
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the title he wanted) but went on living off 
the land with his horde. He even launched 
fresh attacks, breaking up camps of dis- 
placed people. He told these unfortunates 
to go home. But they had no homes to go to, 
no cattle, no tools and no seeds. So they fled 
into the bush and starved. 

The uN, and the aid agencies coming 
under its Operation Lifeline Sudan, are 
bound by agreement to seek permission 
from the Khartoum government and the 
spLA before delivering food. The destina- 
tion and the quantity of food has to be 
cleared with both sides. Both try to ensure 
that as much food as possible goes to the 
places where their own troops are sta- 
tioned, denying it to areas controlled by the 
other. Their armies take what they want. 

The un is the applicant, anxious to stay 
on good terms with both sides and unwill- 
ing to criticise when they block aid. Febru- 
ary and March this year were critical 
months for the hungry in Bahr el Ghazal 
but the UN was kept out by the government. 
Its officials complained, but not too loudly. 
Only in April, when television began to 
show the horror, did the government allow 
the delivery of food to resume. The UN 
thanked the government for its kindness. 

Donor countries face a WFP request for 
$138m for Sudan this year. Many are exas- 
perated, believing they are financing an 
endless war in the name of feeding the 
hungry. Jan Pronk, aid minister for the usu- 
ally generous Dutch, said recently the do- 
nors could not be expected to go on paying 
for man-made disasters. But the pictures on 
the world’s television screens mean that, in 
the end, they will have to pay up. 

At the same time, they are searching for 
a political way out. Until recently the pur- 
suit of a political solution was left to a re- 
gional organisation known as the Inter- 
Governmental Authority on Development 
(IGAD). But several members of 1GAD—Eri- 
trea, Ethiopia and Uganda—were also be- 
ing helped by the Americans to “defend” 
themselves against the Islamists in Khar- 
toum; or, in other words, they were using 
American money indirectly to help the Su- 
danese rebels to overthrow the govern- 
ment. Since Eritrea and Ethiopia began 
fighting each other in May, that particular 
search for a “peaceful” solution has col- 
lapsed. So, with its two chief allies at the 
each other's throats, has America’s policy. 

A group known as the Partners of IGAD 
is having a go. This includes the Americans 
and the World Bank but is largely made up 
of Europeans. With its blessing, Derek Fat- 
chett, a British Foreign Office minister, this 
week talked to rebel representatives in Nai- 
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robi and government officials in Khar- 
toum. The first part of his mission, a rebel 
ceasefire, was achieved immediately and 
negotiations began on ways of getting food 
to Bahr el Gazal. In his back pocket, Mr Fat- 
chett carried suggestions for a longer-term 
solution. Encouraged by his initial success, 
he began to probe both sides on their will- 
ingness to talk about them. 

In May, the government offered to hold 
a referendum in the south, even allowing 
the option of self-determination. It agreed 
there should be international involvement 
in the vote. The proposal was generally dis- 
missed as a ploy. Butsome in the sPLA think 
it the best offer the north may ever make; 
western diplomats also think it could be a 
good idea to take the proposal at face value 
and offer to help to organise a referendum. 
The war between the Arabic-speaking 
north and the African south has, after all, 
been going on since 1956, apart from a ten- 
year break after 1972. Neither side is win- 
ning, and this year both sides look particu- 
larly weak. A settlement still seems remote. 
But there is no harm in trying. 
= 





South Africa 


Past revisited? 


PIETERMARITZBURG 


FTER visiting the morgue in Richmond, 

a small town near Pietermaritzburg in 
KwaZulu-Natal, where he saw the grue- 
some consequences of a week of violence in 
which at least 25 people had died, Nelson 
Mandela declared that “the perpetrators 
are just tools moved by third-force ele- 
ments”. The suggestion of sinister forces set 
on destabilising the province strikes a 
chord: during the late 1980s and early 
1990s, the apartheid government success- 
fully fomented black-on-black violence in 
Zulu areas. But the latest killings in and 





Mandela shares a family’s sorrow 
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around Richmond could well have more to 
do with warlordism than conspiracy: a lo- 
cal mix of gangland and political violence. 

During the struggle to end apartheid, 
the province was the country’s fiercest 
battleground. Its Zulu people were di- 
vided—mainly on class lines— between the 
African National Congress (ANC) and the 
Zulu-nationalist Inkatha Freedom Party 
(1FP). The government was happy to feed 
the animosity, arming and helping the 
Inkatha fighters. Between 1985 and 1994, 
12,000 people may have been killed. 

Since then, there have been strenuous 
efforts to shake off the province’s war-zone 
image. In 1994 it was the scene of 1,464 po- 
litical killings; last year only 226. The IFP, 
which controls KwaZulu-Natal, is trying to 
relaunch itself as a party for all South Afri- 
ca’s ethnic groups, not just Zulus. There has 
even been talk of a merger with the ANC— 
unthinkable only a few years ago. 

And, indeed, the 1Fp has not been di- 
rectly involved in the latest upsurge of 
killings, though the party has been scoring 
propaganda points from the ANC’s trou- 
bles. The violence arose from local rivalry 
between the ANC and the United Demo- 
cratic Movement (UDM), a new party that 
was put together last year by leading defec- 
tors from the ANC and the old ruling Na- 
tional Party. In particular, the vendetta 
seems to be between ANC members and 
supporters of Sifiiso Nkabinde, a former 
mayor of Richmond, who was expelled 
from the ANC after allegations that he had 
spied for the apartheid police, and is nowa 
senior figure in the UDM. Three months 
ago, Mr Nkabinde was triumphantly ac- 
quitted on 18 murder charges. 

The province is relatively rich, attract- 
ing roughly 40% of all foreign direct invest- 
ment in South Africa. The main lures are its 
ports, Durban and Richard's Bay. But tour- 
ism, too, has great potential. KwaZulu-Na- 
tal’s beaches are a favourite destination for 
South African holidaymakers, but attract 
few foreigners, partly from 
fear of crime, partly be- 
cause the runway at Dur- 
ban is too short for jumbo 
jets. Away from the coast, 
however, life is grimmer. 
Between a quarter and a 
third of KwaZulu-Natal’s 
workforce is unemployed; 
in many rural areas, most 
young people are jobless. 

The South African gov- 
ernment is now sending 
extra police and soldiers to 
Richmond to try to calm 
things down. The town’s 
own security force has 
been depleted by the loss of 
policemen suspected of 
collusion in the violence. 








Western Sahara 
Fixing the vote 


SOUTH-WEST ALGERIA 


ET again, the date for the referendum 

has slipped. Under the latest United 
Nations plan, the people of Western Sahara 
were to have decided on December 7th 
whether to become independent or for- 
mally to accept Moroccan rule (the territory 
is already under Moroccan control). But the 
process of registering voters is stuck, and 
the talk these days is of a vote “early next 
year”. Also stuck are the Sahrawi refugees, 
now numbering 150,000, who long ago fled 
the fighting between Morocco and Poli- 
sario, the Sahrawi liberation movement, 
and have survived for 22 years in a particu- 
larly barren desert corner, lent by Algeria. 

Polisario has set up its own state, the 
Sahrawi Arab Democratic Republic, with 
president, cabinet, national anthem and 
flag, based in the refugee camps in Algeria 
plus the sliver of Western Sahara still under 
its control. A few dozen third-world coun- 
tries recognised it when it was first pro- 
claimed in 1976, and though some have 
now withdrawn this recognition, it still has 
African and Latin American friends. But 
the refugees’ only hope for an end to their 
exile lies in the UN settlement plan. 

The uN is trying to compile a register of 
Sahrawi voters acceptable to both Morocco 
and Polisario, using as its basis a 1974 cen- 
sus prepared by Spain, the former colonial 
power. So far it has painstakingly identi- 
fied 135,000 Sahrawis, But Morocco, whose 
interest lies in enlarging and diluting the 
electorate, is insisting on adding to the lists 
all 65,000 applicants from three tribal 
groups whose links with the land are con- 
tested by Polisario and queried by the uN. 

James Baker, the former American sec- 
retary of state who got the referendum pro- 
cess restarted, has now been charged with 
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brokering a new agreement on the con- 
tested tribes. His progress may determine 
= whether the UN continues with its long, 
costly mission. Yet few observers believe 
that Morocco will agree to proceed with a 
referendum it might not win. 





King Hassan has made the issue of 
“Morocco’s territorial unity” a rallying cry, 
not allowing for the possibility of such loss. 
But if Morocco did eventually win a ref 
erendum, would the refugees be welcomed 
back? Anti-Moroccan sentiments run high 
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in the camps, where the young have been 
brought up on the idea of independence. 
They might not fit peacefully into Moroc- 
can-run Western Sahara, where Sahrawis. 
live under repressively tight control. 
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OO MAʻALULA 


T THE tomb of Saint Thecla in 
Mgalula in Syria, Christians leave 
symbolic reminders of the blessings they 
pray for from the woman who brought 
Christianity to the area 17 centuries ago. 
Murmuring in their native Aramaic, the 
language Jesus is said to have spoken, they 
deposit glass eyes or the crutches they 
hope they will no longer need. But the to- 
kens most often left are cardboard cut- 
outs of the babies they long for. 

For years now-the Christians of 
Ma’alula have had fewer children than 
their Muslim compatriots. They are also 
| “more prone to emigrate. Already several 
mosques have sprung up in the once 
purely Christian town. All over the Fertile 
Crescent, where Christianity first began, 
the same story repeats itself: In the Syrian 
Orthodox monastery of Mar Mitta, in 
northern Iraq, which once housed 7,000 
monks, only two remain. Madaba, a for- 
| mer Christian stronghold in Jordan, is 
| now half Muslim. Even in Lebanon, once 
| the only country in the Middle East with 
more Christians than Muslims, aban- 








doned villages bear witness to a precipi-. 


| 
| 
| tous exodus. 
| All the countries of the region have 
| Christian minorities. The numbers are 
| unreliable but Christians are thought, 
| very roughly, to make up 2-4% of the 
| population of Jordan, the West Bank and 
| Gaza, and Iraq; 10% of Syria; and 30-40% 
of Lebanon. East jerusalem, nearly 50% 
| Christian in 1948, is now less than 5%. 
Since 1967, the proportion of Jordanians 
professing Christianity has fallen by half. 
And, by one Iraqi clergyman’s reckoning, 
the number of Christians in Iraq has 
fallen from 750,000 in 1990 to 500,000 
today—even as the Muslim population 
has grown rapidly. 

Outsiders often blame the decline on 
persecution by the Muslim majority. 
America’s Congress is currently deliberat- 
ing a law to impose sanctions on coun- 
tries that mistreat their religious minor- 

_ ities, with the Middle East as one of the 
intended targets. Israeli officials recently 
claimed that the Palestinian Authority 
systematically discriminated against its 
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I As Christians vanish from their cradle 


Through emigration and a low birth rate in parts of the Middle East, 
| Christians are becoming an endangered species 





St Paul makes his get-away 


Christian population. And the Lebanese 
government's neglect of displaced Chris- 
tians has provoked much criticism. 

But, on the whole, governments in the 
region treat Christians remarkably well. 
Even as the population dwindles, 
churches are thriving, with congregations 
spilling out on to the streets. No one feels 
the need to hide his faith. In the Palestin- 
ian, Jordanian and Lebanese parlia- 
ments, Christians occupy a dispropor- 
tionate share of the seats. A few ministers 
or senior officials in all the regimes of the 
Fertile Crescent are Christian: witness 
Tariq Aziz, Iraq's deputy prime minister, 
and Hanan Ashrawi, the Palestinian 
Authority's education minister. 

Although a few laws do draw a dis- 
tinction between Christians and Mus- 
lims, they often do so in the Christians’ 
favour. In Iraq, for example, only Chris- 
tians may sell alcohol, a lucrative trade in 
these trying times. In Lebanon, half the 
jobs in the cabinet and the senior civil sęr- 
vice are reserved for Christians. Although 
Christians gripe about Muslim family 
laws, which force outsiders to convert if 
they wish to marry a Muslim, they too en- 
joy the right to apply their own family 
laws within their communities. 

Discrimination tends to be low-level, 


reflecting public prejudices, rather than 
an orchestrated policy. Israeli claims of 
Palestinian persecution rest on the ha- 
rassment of a few Muslim converts to. 
Christianity by minor officials. In north- 
ern Iraq, priests complain about over- 
zealous bureaucrats who order the build- 
ing of mosques in Christian villages. And 
in Syria, curious peasants ride in to take a 
look at the Christians in the Bab Touma 
part of Damascus (where St Paul was ` 
smuggled out in a basket). 

Such annoyances can hardly explain 
the haemorrhage of Christians from the... 
Fertile Crescent. The issue is demo- 
graphic. Since colonial times, when 
French and British administrators gave 
preference to minorities in the civil ser: 
vice and the army, Christians have been 
moving from the countryside to the cities, 
Church schools provide better education, 
especially for girls, than state schools. 
Urbanisation and education have, to- 
gether, led to a decline in the birth rate. 

Even in those places where the Chris- 
tian population is growing in absolute 
terms, it is shrinking in relation to the 
Muslims around it. To compound the 
problem, Christians find it easier to emi- 
grate. Their relative wealth puts air fares 
and fees within reach, and their profes- 
sional qualifications help them obtain vi- 
sas. Their long history of emigration has 
left many with relations abroad who can 
press their applications. 

Christian leaders are desperate to pre- | 
serve their congregations. In a recent tract, 
the pope urged Lebanon's Catholics not 
to give in to the temptation to seek a þet- 
ter life in another country. On this matter, 
at least, the 20 or so different Christian 


denominations in the area can agree. = o 


They have held two ecumenical confer- 
ences this year, in Cyprus and Baghdad, 
to search for ways to staunch the flow. But 
for all the priestly exhortations, ordinary 
Christians say they cannot afford to stay. 
While expressing regret at Christianity’s 
demise, they nonetheless insist they | 
would leap at any opportunity to leave. | 

At Mar Mitta, Father Adda, staring out 
over the empty monastery courtyard, 
speaks with pride of the burgeoning Syr- 
ian Orthodox dioceses in America, Eu- 
rope and Australia. One day, he hopes, the | 
situation in Iraq will have improved | 
enough to lure his flock back from Detroit 
and Sydney. By then, there may be noth: 
ing to return to. akz 
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How racist is France? 


PARIS 


The team that carried off football’s World Cup was a paragon of multiracial 
harmony. Unfortunately, that has yet to be felt elsewhere in French society 


(19 HAT better example of our unity 

and diversity than this magnifi- 
cent team!” gushed Lionel Jospin, the prime 
minister, as France’s multi-coloured foot- 
ball team captured the World Cup on July 
12th. Of the 22-strong squad, eight had 
black or brown skins; another four were 
wholly or partly of recent Armenian, Argen- 
tine, Kalmyk or Spanish descent (not forget- 
ting a Breton and a brace of Basques). Every- 
one felt bound to agree that this tricolor of 
“black, blanc, beur’, as the jingle goes 
(“beur” meaning, in the argot, Arab), was a 
model of racial integration: a French 
dream come true. 

What a blow for Jean-Marie Le Pen and 
his racist National Front, the French press 
jubilated. Only two years ago, when French 
footballers were providing their compatri- 
ots with less honour and glory, Mr Le Pen 
had complained that it was “artificial to 
bring in players from abroad and then call 
them the French team.” In fact, most of 
France’s non-white stars were born and 
bred in France. And whether “native” or 
not, surely Mr Le Pen would have to admit 
that such heroes as the match-winning Zin- 
edine Zidane (born in Marseilles of Alge- 
rian parents), Lilian Thuram (from the Ca- 
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ribbean island of Guadeloupe), Christian 
Karembeu (a Kanak from the Pacific archi- 
pelago of New Caledonia), Marcel Desailly 
(born in Ghana, adopted by a French priest) 
and other team-mates of varied hue have 
done more for racial harmony in one 
month than all the worthy programmes 
put forward by politicians in the past 30 
years? 

Serge July, the editor of Libération, a 
left-wing newspaper, sees the situation a bit 
differently. “A World Cup 
victory does not change so- 
cial reality,” he wrote this 
week, “but it can change the 
image the French have of 
themselves.” Behind all the 
football-induced euphoria, 


é Arabs? 
France remains a country == 


"Less bigoted 






Responses to the question: /n France 
today, are there too many... 


E 1990 EM 1997 


emerge as easily Western Europe’s most ra- 
cially bigoted nations. 

Almost as strikingly, the survey also 
showed that racist feeling goes far beyond 
the 15% who vote for Mr Le Pen. Some 28% 
of those who say they are “racist” or “fairly 
racist” vote for left-wing parties. Across the 
political board, nearly six out of ten say 
there are “too many Arabs” in France, over 
a quarter say there are “too many blacks”, 
and 15% “too many Jews”. Other polls re- 
veal that half the French complain they no 
longer feel “at home” in their own country; 
half want a “large number” of immigrants 
to go; and the same proportion believe, like 
Mr Le Pen, in the “inequality of the races”. 

Long a country of immigration, France 
has prided itself on its ability to blend suc- 
cessive waves of foreign newcomers into a 
supposedly seamless fabric of French soci- 
ety. In France the notion of multicultural 
diversity, more widely preached in the 
United States and Britain, has been gener- 
ally rejected in favour of assimilation. 
“When someone migrates [to Francel,” ex- 
plained Jean-Claude Barreau, an adviser to 
the interior minister in the last right-wing 
government, “he does not simply change 
his country but his history too. Foreigners 
arriving in France must understand that 
from henceforth their ancestors are the 
Gauls and that they have a new homeland.” 
That, indeed, is what all children in French 
schools are taught. 

In the last census, in 1990, 4.2m people 
in metropolitan France (excluding, that is, 
the overseas territories) were born abroad— 
some 7.4% of the total populace. That share 
has been steady since 1975, and is barely up 
on the 6.6% in 1931. But the racial make-up 
differs a lot. Whereas Europeans accounted 
for nearly two-thirds of foreigners living in 
France in 1975, they are now a mere two- 
fifths, while maghrébins—Arabs from 
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Of those voters who 
felt racist “often or 
fairly often”, % who 
voted for 
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where, according to an offi- 
cia] study published earlier 
this month, four out of ten 
people admit to being 
bluntly “racist” or “fairly 
racist’"—almost twice as 
many as in Germany, Brit- 
ain or Italy. By this self-defi- 
nition, the French, together 
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France's. former north African colonies 
(39% of foreigners}—and blacks from sub- 
Saharan Africa (only 6%) are nearly half. 

It is not, however, bald statistics that 
bother the French so much as what they ex- 
perience. In parts of some cities, black and 
brown people predominate in the streets. 
Hundreds of mosques and Muslim prayer 
centres have sprung up next to nearly 
empty churches. In some quarters, halal 
‘butchers have become common; unem- 
ployment is much higher among the non- 
white population; and the number of black 
and brown people in French prisons is out 
of all proportion. Conversely, black and 
brown French people are sorely under-rep- 
resented in business and politics. 

Sport and music apart, France’s non- 
whites have progressed even more slowly 
than their counterparts in other European 
countries in the media, the law, business, 
the armed forces and politics, There is only 
one black or brown Frenchman in parlia- 
ment, excluding representatives of overseas 
French dominions: Kofi Yamgnane, a nat- 
uralised Togolese who is well-known be- 
cause he is unique. He was once a minister 
in a Socialist government and is now 
mayor of a small Breton village and coun- 
cillor in one of France’s 96 departments. 
Not one other of France’s 36,560 towns and 
villages has a non-white mayor. Ironically, 
the only other non-white councillor for any 
of France’s departments or 22 regions is an 

` Arab member of the National Front. 

In any event, many white francais de 
souche, Frenchmen of old stock, prefer not 
to accept that many “immigrants” are actu- 
ally French citizens by virtue of birth (any- 
one born on French soil has the right to citi- 
zenship) or through naturalisation. When 
Mr Le Pen talks enticingly of “national 
preference” for the French in jobs, housing 
and welfare, he finds it hard to imagine 
that many of his black and brown compa- 
triots would benefit. 
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Still, the multiracial harmony that pre- 
vailed in France's football team may be 
mirrored more widely in ordinary life than 
some of these harsh statistics suggest. For 
instance, another recent study shows that 
six in ten white Frenchmen say they have 
friends among “minority groups”, much 
the same as in Britain and a lot more than 
in Germany and Italy. The same number 
say they would not try to stop a child or sib- 
ling from marrying a Muslim. Half of boys 
and a quarter of girls of Algerian origin in 
France now have their first steady relation- 
ship with a white. And the number of 
French whites who say there are too many 
Arabs and blacks in France has fallen by 20 
percentage points in less than eight years. 

Perhaps the French are simply more 
honest than others when they talk to poll- 
sters. But, ifso, the high figure for those who 
express racial animosity suggests there is 
less of a stigma in France than elsewhere in 
admitting to it. If “Zizou”, as Mr Zidane is 
affectionately known, is to turn France into 
a country of multi-racial joy, he still has a 
long way to go. 

” 





Spain and the Basques 


Not like Ireland 


MADRID 


Forget peace deals in the Basque country until after the regional elections this 
autumn—but then hope for a bit more flexibility 


YEAR ago, a particularly cold-blooded 
murder of a young conservative 
Basque councillor by the separatist guer- 
rilla group ETA prompted a wave of revul- 
sion across Spain. Millions of Spaniards 
marched through the streets, their hands 
daubed with white paint, shouting 
“Enough? Now they are wondering why 
nothing has changed. And they are blam- 
ing their politicians. 
Not altogether fairly. For a start, ETA it- 
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selfhas shown no sign of wanting peace. In 
the past year, it has killed another six coun- 
cillors, all members of the People’s Payty 
that holds power in Madrid. The govern- 
ment has been taking a tough line, too. Last 
year it had the entire 23-strong leadership 
of Herri Batasuna, ETA's political arm, pros- 
ecuted—and sent to prison—for colluding 
with terrorism. It has just shut down ETA’s 
mouthpiece newspaper and radio station. 
HB’s new leadership has proved a 
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shade more peace-minded than its pred 
cessor. Conscious that ETA is the only long- 
standing terror group now active in Eu- 
rope, its politicians in HB have made 
point of studying how peace, however frag- 
ile, has been achieved in Northern Irelan: 
But they still walk in lock-step with 
guerrillas. And in the past, when relati 
moderates within ETA have argued for n 
gotiation, they have usually been out 
gunned by comrades in the party. 

Even peaceful Basques and Spaniards — 
now find it hard to co-operate. The “spirit 
of Ermua”—the response to the murder of 
the Basque councillor, whose home town S 
was Ermua—briefly brought them together 
last summer. But it has not lasted. The gap- 
between nationalists and non-nationalists, = 
peace-minded or not, has widened. 

This is partly because all parties in the 
Basque country are limbering up for elec- 
tions to their regional parliament in Octo- 
ber. The Basque Socialists recently pulled 
out of the region’s coalition government, in 
which they had long shared power with the 
larger Basque Nationalist Party. The Social: 
ists said their withdrawal was in protest 
against the Nationalists’ ambiguous atti- 
tude towards ETA. In fact, it was designed to 
win votes from non-Basques. It was alsoa: 
sign that the greater tolerance by the big 
parties of right and left in Madrid to main- 
stream Basque nationalists since Spain be- 
came a democracy two decades ago may, 
for the time being, be diminished. 

For their part, the Basque Nationalists’ 
decision to vote with Herri Batasuna 
against a bill that would have compelled alt- 
members of the regional assembly to swear | - 
allegiance to the Spanish constitution was 
also meant to curry favour with Basque vot- 
ers: moderate Basques still have to compete 
with Herri Batasuna for nationalist votes. 

But the Basque Nationalist Party, like 
the Catholics’ Social and Democratic La- 
bour Party in Northern Ireland, could yet. 
serve as a bridge between government'and ©: 
terrorists. The Basque moderates keep a- 
line open to Eta’s political wing, while still 
generally supporting Jose Maria Aznar’s 
minority conservative government in: the 
Madrid parliament. And they will proba- 
bly win the regional poll again, albeit with: 
out getting an overall majority of seats. 

It might then make sense for Basque 
moderates to seek a tactical alliance with 
Mr Aznar’ People’s Party in the local. par- 
liament, as its does in the national one in 
Madrid. Both parties, after all, are conserva- 
tive. Mr Aznar’s lot have diluted their tradi- 
tional Castilian centralism. And since the 
Socialists in Madrid have brought in a dy- 
namic new leader, the left may realign itself 
to scoop up supporters of various left-wing |: 
splinters across the country. It would make 
sense for nationalist and non-nationalist 
conservatives to follow suit. ie 

But the mainstream Basque. National- 





ists, peace-minded though they are, may 
well continue to stay aloof from Mr Aznar’s 
lot and go back to their alliance with the 
Socialists in the Basque country. Some 
moderate Basques believe, along with ETA, 
in total separation from Spain. Others 
would tolerate a more nebulous definition 
of sovereignty for their region. But nearly 
all of them think it their duty to try wooing 
the terrorists into the peaceful centre 
ground of politics. Once the regional poll is 
over, moderate Basques—whether or not 
they strike a deal with the government in 
Madrid—are likely to go on nagging ETA to 
be more flexible. 

ss 





Russia and Dagestan 
Losing control? 


MAKHACHKALA 


DD Dagestan to the list of unruly 
statelets that threaten to tear up Rus- 

sia’s southern rim. The most multi-ethnic— 
and among the poorest—of Russia’s 21 con- 
stituent republics, Dagestan is on the verge 
of civil war. That is the fear of its president, 
Magomedali Magomedov, who was re- 
elected last month. He is right to be fright- 


ened. He may already be los- 
ing control. 

Dagestan now counts as 
Russia’s most politically vio- 
lent republic—which is saying 
something. For some years, 
car-bombings and assassina- 
tion attempts on well-known 
figures have been running at 
about one a month. Gang 
shoot-outs occur just about 
daily. In the past two years, 14 
leading politicians and busi- 
nessmen have been killed. 
The mayor of Makhachkala, 
Dagestan’s capital, is confined 
to a wheelchair thanks to a 
car-bomb that nearly killed 
him—and did kill his brother. 
This year the violence has spread. Some 30 
Dagestanis are now hostages, mostly of fel- 
low Dagestanis. In May an armed rabble 
seized Makhachkala’s main government 
building. Now militant Islamists have 
taken over several villages in the south. 

So what is Boris Yeltsin, Russia’s presi- 
dent, doing to stop the slide? Virtually 
nothing, even though Dagestan, with 2m 
people, has about 70% of Russia’s Caspian 
shore and its only serious seaport, Makh- 
achkala itself. It also controls the main 





pipeline taking Caspian oil west through 
Russia. And it may have oil of its own— 
280m tonnes of reserves, some reckon. 

The republic also shares a long moun- 
tain border with its rebellious neighbour, 
Chechnya, so serving—in Moscow's eyes— 
as a crucial buffer, blocking Chechnya’s ac- 
cess to the outside world (since the rebels 
there have no decent road to the south). 

Chechnya is undoubtedly at the heart 
of Dagestan’s problems—and may prove its 
downfall. Chechnya’s recent spiral back 





ST PETERSBURG 


ROM a distance, it seems an excellent 
idea: exactly 80 years after the slaugh- 
ter of Russia’s last emperor and his fam- 
ily—an unpunished act that has always 
gnawed at the nation’s conscience—their 
presumed remains will be laid to rest ona 
beautiful island in St Petersburg where 
tsars have been buried for three centuries. 
How nice if today’s Russians could use 
the occasion to come to terms with one 
| another, and with their past. 
| Unfortunately, nothing of the kind 
| will happen as a result of the hastily 
scripted ceremony to take place on July 
17th: the interment of bones which, as 
Russia’s government puts it, are “99.9% 
certain” to be those of Tsar Nicholas, his 
wife Alexandra, three of their daughters 
and four of their servants. Far from pro- 
moting reconciliation, the event will 
leave most Russians yawning—and ex- 
pose, or even sharpen, differences among 
those who do care about history. 
The ceremony’s most striking feature 
| will be the long list of absentees. Patriarch 
Alexy, head of the Russian Orthodox 
church, is staying away because of the 
doubts felt by many of his flock about the 
remains’ identity. Other boycotters in- 
clude the main claimants to the Russian 








No peace for the tsar 


throne, Grand Duchess Maria Vladimir- 
ovna and her 17-year-old son, Georgy, 
who will spend the day at the patriarch’s 
much grander remembrance service for 
the imperial family near Moscow. Several 
dozen other Romanov scions may attend 
the St Petersburg event, but they belong to 
a rival branch of the family. Whether Bor- 
is Yeltsin, Russia’s president, would at- 
tend was unclear up to the last minute. 





The Communists who dominate Rus- 
sia’s parliament are shunning the burial. 
Not that they have anything against tsars 
as such, these days: oddly, some neo- 
Communists love to play up Russia’s im- 
perial and Orthodox past, fondly com- 
paring Stalin with Peter the Great or even 
Ivan the Terrible. 

Among the small minority of genuine 
monarchists, a different case is argued: if 
the real Romanov bones are ever identi- 
fied beyond dispute, their interment 
should coincide with a final exorcism of 
the ghost of communism. Other tradi- 
tionalists, such as members of the Russian 
Orthodox Church Abroad, based in New 
York, have denounced the burial as an act 
of blasphemy almost comparable to the 
1918 regicide itself. They regard the slain 
imperial family as saints—on the ground 
that they were, at least partly, martyred for 
their Orthodox faith. And they are ada- 
mant that the remains to be buried this 
week are not those of the Romanovs. 

Not many Russians have quite such 
passionate views. But many feel that the 
burial is a publicity stunt that is bound to 
be botched by a discredited government 
itself about to pass into history. And ifthe 
patriarchate eventually decides to canon- 
ise them, it may yet do so with the ap- 
proval and encouragement of a Commu- 
nist, or partCCommunist, government in 
Moscow. Now that would be spectacular. 
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into lawlessness is infecting its eastern 
neighbour. Both statelets brim with weap- 
ons. Both have gangs of kidnappers who 
operate with impunity. 

And the Chechen war has helped make 
Dagestan even poorer than it was. During 
the war almost allroad and rail links with 
Russia were cut. Dagestan’s southern bor- 
der with Azerbaijan was closed. Telephone 
contact became patchy at best. Dagestan 
has proportionately more people out of 
work than any other Russian republic. 
Since Mr Magomedov is Moscow’s man, he 
has managed to keep subsidies flowing 
from federal coffers, even wangling a bud- 
get increase for the past two years. But few 
Dagestanis now believe in a brighter future. 

Instead, more of them are turning a re- 
ceptive ear to Islamic extremism. Home- 
grown militants are calling for secession 
from Russia and for an Islamic state. If the 
fundamentalists spread their message be- 
yond the handful of villages now under 
their control and into other ethnic groups, 
a national movement could take off. 

The Islamists have certainly been eye- 
ing Russia’s military bases in the republic. 
A good third of the (mainly) interior-minis- 
try troops who man them are in fact Dage- 
stanis. If violence flares up, it seems possi- 
ble that the Kremlin will tell its remaining 
troops on the spot to stand aside. That is 
what happened when a mob recently 
stormed the main government building in 
Makhachkala. Few Dagestanis, however, 
seem keen to follow the example of their 
Chechen cousins in trying to secede. One 
good reason for not doing so is that, unlike 
now-homogeneous Chechnya, Dagestan is 
a combustible ethnic hotchpotch of some 
34 different ethnic groups. 

“If there is a move to secede,” says 
Magomedsalikh Gusaev, Dagestan’s na- 
tionalities minister, “the northern regions 
will join Russia and I will return to my 
home district and fight to stay in Russia.” 
He points at a tiny spot on the map in Dag- 
estan’s south. His people, the Aghuls, num- 
ber about 16,000. And if the violence does 
get out of control, Dagestan’s many groups 
may well set about each other. “I do not 
want a war and I do not want to fight,” says 
a customs official. “But if any of my rela- 
tions are killed, I will have to.” 
= 





Kosovo 


A war spreads 


BELGRADE 


To war between ethnic-Albanian sepa- 
ratists and government forces in Ser- 
bia’s province of Kosovo is heating up. The 
Kosovo Liberation Army (KLA) thinks it is 
gaining the upper hand. Soon, it says, it will 
come down from the hills and enter the 
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province’s capital, Pristina. Having been 
driven out of the town of Decane, on the 
Albanian border, in early June, KLA fighters 
are once more taking a toll on Serbian po- 
lice and troops of the Yugoslav army. 

Gloomy young conscripts from Monte- 
negro and Serbia (the two republics left in 
Yugoslavia under its president, Slobodan 
Milosevic) are deserting in greater num- 
bers, obliging the government to rely in- 
creasingly—as it did in previous fighting in 
Bosnia and Croatia—on “volunteers” from 
former paramilitary units. The road be- 
tween Pristina and Prizren, not far from the 
Albanian border, is no longer secure. 

The KLa’s recent successes should not, 





however, be exaggerated. The Serbian po- 
lice and army may still have the firepower 
to contain oreven defeat the KLA. But if they 
used it, they would further enrage the Alba- 
nians and, almost certainly, appal the rest 
of the world by causing heavy casualties 
among civilians. Another flood of refugees 
would probably head for Macedonia. 
NATO’s threats of military force and Ameri- 
can-led efforts to broker a ceasefire have re- 
strained Mr Milosevic. But if the KLA be- 
comes too dominant, his patience may run 
out and he could yet unleash his forces— 
whatever the diplomatic cost. 

Such worries have galvanised the Con- 
tact Group, the representatives of America, 
Russia and Western Europe’s four biggest 
countries. Russia still opposes a UN Secu- 
rity Council resolution to give NATO au- 
thority to go into Kosovo (or bomb parts of 
it) if need be, but at a meeting last week in 
Bonn the six countries drew up the outline 
of a peace plan proposing wide autonomy 
for Kosovo, while ruling out independence. 

The province's ethnic Albanians woyld, 
under the plan, control the local police, as 
they largely did before Mr Milosevic took 
away their autonomy in 1989. Neither side 
would be able to change Kosovo's status 
without consent. Foreign observers would 
try to ensure that the rights of all people in 
Kosovo—Serbs as well as Albanians—were 
respected. America’s ambassador to Mac- 
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edonia, Chris Hill, now has the backing of 
all Contact Group countries to pursue shut- 
tle diplomacy (with Richard Holbrooke; 
Bill Clinton’s ambassador-designate to the 
UN and a seasoned Balkan trouble-shooter, - 
appearing when things get hot). E 
But just as divisions within the Contac 
Group seem to be healing—the America 
are bringing the Russians back into 
fold—the Kosovo Albanians’ leadership i 
falling apart. Ibrahim Rugova, twice ch 
sen to be president of the self-declared Re- 
public of Kosovo in unofficial elections, is- 
still treated by the Contact Group as the ne- 
gotiating partner of choice because of his 
genuine long-held belief in non-violence. . 
But the KLA now disavows Mr Rugova and 
questions his legitimacy. ne 
His own negotiating team says it no. 
longer has the authority to speak for Kos- 
ovo’s Albanians. His once all-powerful” 
Democratic League of Kosovo. is cracking 
up, as local leaders defect to the KLA, which 
Mr Rugova refused to recognise for so long 
Two other rival groups—the Parliamentary _ 
Party of Kosovo, led by Adem Demaqi (who: 
served 28 years as a political prisoner ofthe | 
communists), and the new Albanian Dem= 
ocratic Movement—are both vying tobe the. 
KLA’s political wing but have been rebuffed 
by the men with guns. 
Such disarray explains why various 
Americans have tried to talk directly to the 
KLA in the hope of fixing a ceasefire. Robert: 
Gelbard, America’s table-thumping envoy 
to the Balkans, went to Geneva to meet the 
KLA’s “foreign spokesman”, Bardul Mah- 
muti, who last week announced that a new. 
group, the Kosovo National Movement, 
had become the K1a’s political wing—and 
would go on fighting for independence. A 
ceasefire, he said, was possible only if Mr 
Milosevic first withdrew all his forces from 
the province. 
American and European diplomats. ad- | 
mit they are unsure whom they are talking 
to and whether the kia has a coherent lead- 
ership at all. Jakup Krasniqi, the KLA’s ap. 
parent spokesman based in rebel-held:cen-. 
tral Kosovo, blessed Mr Gelbard’s meeting 
in Geneva, but denounced Mr Rugova. 
However, Mr Krasniqi’s own credentials 
and authority are also uncertain. 
Mr Gelbard is particularly keen that the 
KLA should keep Macedonia out of the fray. 
The Contact Group is meanwhile drawing 
up plans to clip the wings of the KLA by 
stopping arms and men flowing into Kos- 
ovo from Albania. 
In a big concession, Mr Milosevic has 
allowed a diplomatic mission to monitor 
events in Kosovo. The Contact Group hopes 
that the 100 or so military observers from 
the United States, EU countries, Russia and 
elsewhere will help calm things down. But 
if the war turns much nastier, they may just 
become hapless bystanders. 
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Europe’s elusive foreign minister 


E IS dominant but deferential. Rigid but flexible. A bureau- 

crat but a man of action. Beneath his grey flannel suit beats 

the heart of an international trouble-shooter. Meet “Monsieur 

PESC”, the jargon-term for the European Union’s proposed new 

foreign-policy man. He is due to start work next year, once all 15 

EU countries have ratified last year’s Amsterdam treaty which 

created his post. The trick now is to choose the right man for the 

job—and so determine whether Monsieur pesc makes the world 
a better place, or merely makes the Eu a bigger bureaucracy. 

To give Monsieur PEsc his full and more ponderous title, he 
will be the Union’s proposed new “high representative” for 
“common foreign and security policy”. He has in the meantime 
been given the pesc surname because Politique Etrangère et 
Securité Commune is the French way 
of describing his area of responsibil- 
ity. To a German he is “Herr GASP”. 
To the British he is sometimes “Mr 
CFSP”, suggestive as this may be of a 
dyslexic investment banker. 

He will be attached—with the 
rank of secretary-general—to the 
Council of Ministers, the Eu’s central 
institution where the 15 govern- 
ments are meant to take decisions to- 
gether. Their foreign ministers, not 
the supranational bureaucracy of the 
European Commission, will be his 
collective boss. He will head a “pol- 
icy planning and early warning” 
unit, the selfevident mandate of 
which will be to help plan foreign 
policy, not to dictate it. 

But few people think Monsieur 
PESC will want to stop there. Institu- 
tional “creep” is a main organising 
principle across the Union. The new 
foreign-policy unit will be an Ev for- 
eign ministry in embryo. The big 
question is how quickly that embryo 
will contrive to grow into a fully 
functioning, self-sufficient adult. 

Much will turn on the character 
and skills of the new high representative. Crudely put, Ev leaders 
could deliberately weaken their creation by choosing as low-fly- 
ing a figure as they decently could—perhaps from within the ex- 
isting EU bureaucracy. Alternatively, they could choose a politi- 
cal grandee capable of taking the world stage, but liable to 
snaffle prerogatives from national governments in the process. 
One name often mentioned is Felipe Gonzalez, a former prime 
minister of Spain, who is also seen as a possible next president of 
the European Commission. 

A main incentive for creating Monsieur PESC has been the 
succession of wars in ex-Yugoslavia and the perceived failure of 
the Eu to respond to them in any very useful way. Mediators and 
envoys sponsored or co-sponsored by the EY have managed 
mainly to show how little may be achieved by even the most 
capable diplomat, when he is sent on an ad hoc mission with no 
muscle directly at his disposal. Mr Gonzalez, asked by the Eu to 
help sort out the current problems of Kosovo, has been strug- 
gling to get a visa to enter the region at all. 

The contrast with a more decisive America, against which the 
EU likes to pace itself in economic terms, is still humiliating. The 





formation of an American-led “Contact Group” on Yugoslavia 
in 1994 was in part an admission that the EU had muffed its 
chance to lead. So the Eu is seeking now, in part, to create the 
crisis manager it lacked then. The hope is that Monsieur PESC 
will sound the alarm and stiffen the sinews when another Bos- 
nian or Kosovan agony threatens. He will claim a seat for Europe 
at the top table when a peace process beckons. He will be the 
answer to Henry Kissinger’s famous question, “Who do you call 
when you want to call Europe?” Or so it is hoped. 

The smaller Ev countries are the keenest on a foreign-policy 
“strongman”. They are smarting at having been shut out of the 
Contact Group, and will be the surest net gainers from a pooling 
of international clout. But all EU countries have come to see the 
inevitability of more movement to- 
wards a common foreign policy. The 
mere passage of time is giving thema 
shared history. The neutrality fa- 
voured by some of the Union’s coun- 
tries during the cold war has become 
less defensible since. For most EU 
members, the single currency should 
sharpen a sense of a common Euro- 
pean identity. 

The result is that national differ- 
ences within the EU are becoming 
less significant and better under- 
stood. Inevitably, there will be 
crunches to come if the EU wants its 


ship of the G7 club of rich countries, 
or if it wants to order parts of NATO 
around. But such things are far 
enough away for Monsieur PESC not 
to need to worry about them. 

A common foreign policy may 
also gain momentum when, eventu- 
ally, the EU expands to the east. As it 
takes in countries close to Russia, the 
provision of “soft security” will be- 


of membership. With a turbulent 
Russia at their back and such fragile or unsettled states as Uk- 
raine, Belarus and Slovakia for neighbours, the EU’s new eastern 
outliers will want all the political solidarity the Union can sup- 


ply. (Relations with Belarus are awkward enough already: this © 


week its officials were banned from entering EU countries, after 
the eviction of several western ambassadors from their homes 
near Minsk, the Belarussian capital.) 

If he plays his cards right, Monsieur pesc will be a popular 
figure. He will stand for the Europe that helps and protects. Ifhe 
is wise, he may try to avoid doing much more than that. What- 
ever its Balkan failings, the £u has long practised one of the 
world’s most successful foreign policies, central to which has 
been simplicity. By manipulating a single instrument, the pros- 
pect of membership, it has brought the once-marginal countries 
of the Mediterranean securely into the West European fold. It 
has cast a similar spell over most of Central and Eastern Europe. 
Precisely because it has evolved as an economic entity, but not as 
a military one and scarcely as a diplomatic one, it has found 
friends almost everywhere and few if any real enemies. Surely, 
no Monsieur PEsc would want to change that happy condition? 
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WOMEN AND WORK 





For better, for worse 


c6 OW much more respectable is the woman 

who earns her own bread by fulfilling any 
duty than the most accomplished beauty!” When an 
early British feminist, Mary Wollstonecraft, pub- 
lished her treatise “A Vindication of the Rights of 
Woman” in 1792, her views on working women, as 
on everything else, were somewhat ahead of their 
time. They might still have raised eyebrows after the 
second world war. But the past few decades have 
brought a dramatic change. Women started first to 
trickle, then to flood into the labour market, push- 
ing up their share of the workforce so that in some 
countries they now make up nearly half the total 
(see chart 1, next page). In the rich world, paid jobs 
for women have become the new norm. The devel- 
oping countries are moving in the same direction, 
but they are further behind, so this survey will con- 
centrate on the OECD countries. 

You might ask why it is that women decided to 
go after jobs in ever greater numbers. You might 
equally ask why not. The idea of the nuclear family, 
with the breadwinner father out at work and the 
housekeeper and childminder mother at home, is 
neither as old nor as obvious as it seems. In pre- 
dominantly agricultural societies, both father and 
mother worked on the land. Children saw plenty of 
both of them, and were expected to start helping out 
at a tender age. With the industrial revolution, for- 
mal work largely moved away from home, but both 
parents commonly had jobs to make ends meet; the 
children managed as best they could, and again 
soon had to start earning their keep. It takes a fairly 
sophisticated society with a comfortable middle 
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class, and a belief in an extended period of educa- 
tion for the young, to devise the “traditional” fam- 
ily model that enjoyed such a vogue in developed 
countries in the late 1940s to early 1960s. 

That traditional model ran out of steam for a 
number of reasons. Single women, either up until 
marriage or up until the birth of the first child, have 
always worked; the novelty is that in the past few 
decades growing numbers of married women have 
been taking paid jobs too. One thing that has 
helped to make this possible is readily available 
contraception. Children arrive ever later in their 
mother’s life, and in ever smaller numbers. Except 
for America and some of the Nordic countries, the 
rich world produces far too few children (see chart 
2, next page) to keep up its present population; in 
some countries the one-child family is becoming 
the norm, and many women remain childless. 


A mother’s place is at work 


Yet even women who do have families are working 
in far greater numbers than before. In America, at 
least three out of four mothers of school-age chil- 
dren have jobs. Working mothers used to be criti- 
cised for neglecting their children; now it is moth- 
ers staying at home who have to explain themselves. 
Combining work and family, however, makes for 
hectic lives, despite the array of gadgets that litter 
modern households. Fathers have become slightly 
more helpful around the house than they used to 
be, but nowhere near enough. Working women’s 
biggest single complaint is lack of time. 

But what they lose in time, they gain in spend- 





Women are now 
wedded to the 
workplace, but 
much remains to 
be done before 
they can live 
happily ever 
after, says 
Barbara Beck 
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ing power. Their earnings are not just pin money. 
For the growing number of single mothers they are 
essential, and in dual-earner families they often 
make the difference between just getting by and liv- 
ing comfortably. They also offer an insurance pol- 
icy in the increasingly likely event of a divorce. In 
America, one marriage in two eventually breaks up. 
Elsewhere the proportion is lower, but rising. 

Money aside, many women enjoy their work; 
and (at least in theory) they now have access to a 
much wider range of jobs thanks to better educa- 
tion. Girls in rich countries now do as well at school 
as boys, sometimes better, and go on to higher edu- 
cation in roughly equal numbers, though they often 
choose different subjects. For example, few women 
take engineering courses, but they predominate in 
teacher training. In management education they 
account for only about one student in three, but in 
law and medicine they now make up about half the 
intake in most countries. Better-educated women 
are more likely to get better jobs. The better the jobs 
they can get, the more likely they are to go out to 
work. Among those with higher education, there is 
almost no difference between men and women in 
the numbers who work. 


Just the job? 


All these changes in women’s attitudes and motiva- 
tions have coincided (and interacted) with pro- 
found changes in the rich countries’ labour mar- 
kets. Jobs in manufacturing that have traditionally 
been done by men—say steelmaking or shipbuild- 
ing—have been disappearing, while jobs in ser- 
vices—say sales, clerical work or care-giving—have 
been expanding enormously. These generally do 
not appeal to men. Many are what labour-market 
economists call “atypical employment”, the kind 
that is often better suited to service industries: part- 
time, temporary, involving irregular or unusual 
hours, or done on a contract basis. Some of them are 
insecure, and many of them are poorly paid. 
Women, anxious to find a way of combining a job 
with a family, have proved far more flexible and 
adaptable to this new way of working than men. 

If lots of women now want to work, and em- 
ployers are keen to have them, surely all is for the 
best? Not everyone agrees. The Nobel prize-win- 
ning economist Gary Becker has pointed out that 
countries with high levels of well-paid female em- 
ployment also have high levels of family break- 


down. But do marriages break down because 
women have jobs, or do women take jobs because 
they are not sure their marriages will last? 

Francis Fukuyama, an American academic and 
former policy adviser to the State Department, ar- 
gues that women’s new economic independence, 
together with control over their fertility, has funda- 
mentally changed the nature of the bargain be- 
tween men and women. Women, he says, no longer 
need men to provide for their offspring, so men feel 
less responsible for their families and more in- 
clined to abandon them. This has highly unde- 
sirable consequences for the children, particularly 
boys, who grow up without male role models. Yet 
marriage or stable cohabitation appears to remain 
popular with a large majority of people; and even if 
such traditions were being eroded by women’s abil- 
ity to earn their own living, that could hardly be an 
argument for sending the women back to the stove. 

From a macroeconomic point of view, bringing 
more women into the labour force is a good thing. If 
more people are paying taxes, the burden is spread 
more widely. Being able to draw on a larger pool of 
available workers improves the quality of labour, 
reduces the risk of shortages and raises demand, 
not least for goods and services that will make a 
working womans life easier: labour-saving devices, 
convenience foods, meals out, child care. In Amer- 
ica, with its booming economy and tight labour 
market, women are proving a godsend to many em- 
ployers. They usually cost less to employ than men, 
are more prepared to be flexible and less inclined to 
kick up a fuss if working conditions are poor. Far 
fewer of them are members of trade unions. The 
only surprise is that American women’s unemploy- 
ment rates are no lower than men’s. 

In Europe, with many more jobless than Amer- 
ica, women workers are not so keenly appreciated, 
and their unemployment rates generally exceed 
men’s, except in Britain and Sweden (see chart 3, 

page 6).A particularly striking example is Germany, 
where the collapse of east German employment af- 
ter unification prompted men to go for jobs that 
had previously been considered women’s work (see 
box, next page). 

Moreover, all over Europe there are probably 
large numbers of frustrated housewives who have 
given up looking for a job, and therefore do not 
show up in the unemployment figures. But demog- 
raphy is on their side. The European Commission 
calculates that from about 2010 the Eu’s population 
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of working age will start to decline. Barring large- 
scale immigration (which raises big political prob- 
lems) and later retirement (which would-be pen- 
sioners are likely to resist), the only source of extra 
labour from then on will be women. The commis- 
sion wants to see as many as possible of them at 
work, not least to help pay for the pensions of the 
rapidly growing number of retired people. 

If jobs for the girls are generally good for an 
economy, are they good for the girls themselves? 
There must be something in it for them, or they 
would not be forthcoming in such numbers. But do 
not believe all the media hype about “a woman’s 
world” and “girl power”. Women are doing better 
than they were, and more of them are reaching mid- 
dle management, but they are not about to storm 
the world’s boardrooms or parliaments. At and 
near the top, their numbers are still vanishingly 
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small. Count the silk scarves at any conference for 
top managers. Search for the handbags at summit 
meetings. Hunt the lady professors in the senior 
common room, or comb the lists of law-firm part- 
ners for missing evidence of feminisation. 

Further down the ranks, take a good look at the 
pay cheque. Women all over the world, on average, 
are paid less than men—typically about 20-30% 
less—for similar kinds of work. And lower pay usu- 
ally means lower or no benefits and a smaller pen- 
sion on retirement. Thanks to equal-pay and equal- 
opportunities legislation, both in individual 
countries and at supranational level, the pay gap 
has got smaller and the discrimination less blatant, 
but neither has disappeared. And legislation alone 
has little effect unless governments are willing to 
enforce it. Japan’s 1985 Equal Employment Oppor- 
tunity Law, for example, carries no penalties. It’s 





DA 





more apt to boast that their wives “do 
not need to work”, but increasingly 
there too the wives want to. That is fine 
HEN Germany was unified in such a way as to make familyand career as long as they are childless, but be- 
1990, two radically different sets compatible.” But for many east German comes more tricky once they have a fam- 
of ideas about the role of women col- women it has not worked out that way, ily. For children below the age of three, 
lided head-on. In formerWestGermany for two reasons. First, a lot of the for- child-care provision is hard to find, as 
the traditional family model ofthe male merly ubiquitous child-care provision well as widely frowned on. 
breadwinner with a home-oriented was rationalised away. Second, and 
wife was still dominant. In former East more important, after unification em- Hausfrau track 
Germany, by contrast, nine out of ten ployment in sectors where large num- To get round the problem, the govern- 
women of working age had a full-time bers of women worked—eg, the public ment in 1992 extended an already gen- 
job. To make it possible for women to sector, textiles and agriculture—simply erous provision for parental leave to a 
combine work and family, the state pro- collapsed. Within a short time, about a munificent three years, during which 
vided comprehensive child care, and a third ofall women’s jobs had gone. the parent’s former job has to be kept 
year off for each baby. In an economy A lot of new opportunities opened open. For most of that time a modest al- 
which used its labour so inefficiently upin service industries such as catering, _ lowance is paid. It sounds too good to 
that it could never get enough of it, the retailing and the lower end of banking. be true, and in a sense it is. Parental 
women had a duty to do their bit. Be- They looked just the job for women, but leave is open to either father or mother, 
sides, they needed the money, and di- there was a hitch. Many east German but in 99% of all cases it is taken by the 
vorce rates were high. But work for men, too, had lost their jobs (although mother. Once out of the labour market 
women was also a right. Women en- notas many as women), and they were for three years (or longer, if there are sev- 
joyed being economically independent now pitching for the new service jobs. eral children), many of these women 
and defined themselves by the jobs they Given a choice between a male and fe- find it hard to get back, and settle for a 
did, not as housewives and mothers. male candidate, employers almost al- life of domestic bliss instead. 

In former West Germany, increasing ways plumped for the man. He was, af- If they do go back to work, however, 
numbers of women were also working ter all, the main family breadwinner. their problems continue. Although a re- 
outside the home, but many of them The woman could always go back tobe- cent law “guarantees” a kindergarten 
part-time, and 40% not at all. It still felt ing a housewife. place for every child from age three, pro- 
right that the husband should go out to Over the past few years the unem- vision is still patchy, and where places 
| work and the wife should run the house ployment rate for east German women are available the hours are often too 
| and look after the children. If she had has consistently hovered around the — short to be any use to a working mother. 
time to do a job too, well and good; but 20% mark, about five percentage points Nor does “proper” school solve the 
according to a law not repealed until above the rate for men, and twice the problem. Most schools start at 8am and 
1977 (and still anchored in peoples rate for both men and women in west- finish at 1pm, after which the children 
minds), only “insofar as compatible ern Germany. East German women, de- go home for lunch. And it is not just 
with her duties within the marriage and _prived of theirearningscapacity(aswell school hours: shop opening hours too, 
the family”. The tax system allowed (and _ as their child-care support system), im- even after a recent liberalisation, are 
continues to allow) married couples to mediately started economising on ba- still not flexible enough. 
split their income for tax purposes, bies. The eastern birth rate halved from So what are German women to do? 
which acts as a strong disincentive to an already low 1.56 children perwoman _ If they want to pursue a career, the obvi- 
wives going out to work. in 1989 to around half that level,and re- ous answer is to stopat one child, or bet- 

The treaty of German unity noted mains below one child per woman. But ter still, have none at all. Already 15% of 
that “given the different legal and insti- east German women are not giving up them remain childless. The respected 
tutional starting points in mothers’and on jobs. They draw the dole, and just German Institute for Economic Re- 


fathers’ labour-market participation, keep applying. search in Berlin forecasts that by 2010 
legislation will have to be shaped in In west Germany husbands are still that could rise to a quarter. 
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Where east meets west 

















6 SURVEY WOMEN AND WORK 


i 
k 


p 








take itor leave it, and most employers leave it. 

Equal pay for equal work sounds straightfor- 
ward enough, but male and female labour markets 
everywhere are highly segregated, so few jobs are di- 
rectly comparable. That leads into the much more 
tricky territory of work of equal value. Whose skills 
should be better rewarded, the car mechanic’sor the 
hairdressers, the nurse’s or the lorry drivers? De- 
spite endless job evaluations, these questions are 
still regularly being tested in the courts. 


Oh baby 

Then there is the matter ofhaving babies. Some em- 
ployers seem to regard this as a bad habit, fortu- 
nately not shared by men. Many women are con- 
tent not only to have the babies but also to take on 
the bulk of the child care; yet there is no necessary 
reason why they should. The job can equally well be 
taken on by others, including men. The Nordic 
countries have shown that expectations about such 
roles can be changed. Meanwhile, though, employ- 
ers tend to offer women a “mommy track” of less 
demanding, less rewarding, often part-time work, 
in the belief that they will be less committed and 
less able to put in the hours than men. Highly quali- 
fied and determined individuals can negotiate 
their way round this, but for the vast majority of 
women it is a barrier to their ambitions. 

Are working mothers good for children? That 
depends on many things, not least where they live. 
In southern Europe and Ireland, many women still 
give up work for good when they start having ba- 
bies, so the question does not arise. In Britain, Ger- 
many, the Netherlands and Japan, it is common for 
women to stop working while the children are 
young and go back when they are older. In the Nor- 
dic countries and France, new mothers generally 
take a fairly brief break before resuming work, 
thanks to comprehensive and good-quality public 
child care. In America, mothers are often back at 
work within a few weeks of the birth. They depend 
on a patchwork quilt of child care—relatives, 
friends, paid-for help—which is as good as they can 
afford, and sometimes not good enough. An 
agonised debate is now in progress on whether very 








young children’s brain development is being 
harmed by this practice. 

What does the rise of the working woman mean 
for men? On the minus side, they may no longer get 
their shirts ironed, and may have to spend more 
time on domestic chores and child care. They may 
also encounter more competition from capable 
women at work, or even have to answer to a female 
boss. On the plus side, they may get more sympathy 
from their wife after a bad day at the office: she may 
have had the same experience. More seriously, they 
must surely find it a relief not to be the family’s sole 
provider any more. In America, about one in five 
women earns more than her husband, and younger 
dual-career couples increasingly view both careers 
as equally important. That opens up a whole new 
range of choices for men. They might even take 
turns with their wives as the main breadwinner, 
and get to know their children better. 

This survey will argue that women, having once 
tasted the freedom of the workplace, are most un- 
likely to turn back. The potential economic benefits 
are persuasive, but have not yet been fully realised, 
and the sheer speed of the change has created huge 
stresses and strains. Organisations, institutions and 
attitudes have yet to catch up. The next section will 
show just how momentous the change has been— 
but also how incomplete it remains. 





A gentle invasion 


pern a wave of immigrants sweeping 
through most rich countries on earth, looking 
for jobs. The numbers are vast. In America alone 
some 40m have arrived in the workforce over the 
past 50 years; in Europe another 30m (though Ja- 
pan got missed out). They accept lower pay, and 
most of them seem to be getting work, but cause lit- 
tle resentment. Who are these strange invaders? 
Look around: you probably have some in your own 
office. You might even*be one of them yourself. 
These days, working women are everywhere. 

Two big things have happened in the rich 
world’s labour markets since the second world war. 
The first is the shift from manufacturing to service 
industries; the second, closely connected, is the 
sweeping move of women from home to work- 
place. In 1950, only about a third of all American 


women of working age had a paid job; last year the 
proportion was nearly three-quarters. At some 
point in their lives, say the statisticians, 99% of all 
American women will now work for pay. In some 
European countries, particularly in the south, the 
figures started lower and remain lower; in the Nor- 
dic countries, they have risen above America’s (see 
chart 4, next page). Yet with few exceptions, the over- 
all trend is strongly upwards. 

No one has quite been able to decide whether it 
happened because the women were pushing or the 
employers were pulling; probably a bit of both. 
During both world wars, women in large numbers 
were drafted into the labour force to take the place 
of the men on the front; on both occasions, they 
were sent home again when the war was over. How- 
ever, in the 1960s many of them started drifting 
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back of their own accord, impelled not only by in- 
creasing male unemployment and squeezed family 
incomes but also by social changes such as rising 
divorce rates, easy birth control and wider accep- 
tance ofa role for women outside the home. 

This time, conveniently, they found the work 
was waiting for them. As the developed economies 
were restructuring, lots of new service-sector jobs 
were being created that were quite unlike the tradi- 
tional secure, full-time, year-round manufacturing 


| jobs mainly filled by men. Many of these new jobs 


were part-time or involved odd hours, offering and 
requiring a degree of flexibility that often suited 
women. Many of the jobs, too, were in low-status, 
low-pay sectors such as sales, catering and cleaning, 
which held little appeal for male breadwinners. 


His and hers 


Several decades later, despite the huge number of 
women now at work, male and female labour mar- 
kets everywhere remain surprisingly segregated. 
About half the world’s workers are in sex-stereo- 
typed occupations, according to the International 
Labour Office. Men still dominate the heavy man- 
ual, technical and managerial tasks, while women 
are concentrated mainly in caring and nurturing 
occupations and support roles. In America last 
year, for example, the precision production, craft 
and repair sector employed 12.4m men but only 
1.1m women. Women also work in a far narrower 
range of occupations than men. A recent OECD 
study of seven member countries found that sales, 
clerical work, nursing and teaching together ac- 
counted for around half the women employed in 
all those countries. There was little sign that this 
concentration had diminished over the past ten or 
15 years, nor did it seem to make any difference 
whether the proportion of women in the labour 
force was high or low. Men’s occupations were far 
more widely spread. 

Figures from the Eu show a similar picture: the 
ten occupations where women are most concen- 
trated—sales, clerical, personal services and so on— 
account for 53% of all women’s jobs in EU member 
countries (see chart 5) but only 15% of men’s. Men 
are generally not interested in jobs where women 
predominate, except in a crisis such as the post-uni- 
fication collapse of employment in east Germany. 

As more women acquire ever-higher qualifica- 
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tions, they are beginning to get some of the better 
jobs, but it remains a struggle. Take the high-tech 
sector, where you might think that jobs would be 
handed out purely on merit. Odd, then, that in the 
EU barely a third of computer professionals, statisti- 
cians and related workers are women. But it could 
be history repeating itself. When typewriters were 
first introduced, employers believed that they could 
be worked only by sophisticated and highly trained 
operators. Early typists, therefore, were almost in- 
variably men. Once the machines were in wide- 
spread use, and it had become obvious that any 
Tom, Dick or Harriet could be taught to operate 
them, typing soon became women’s work. Perhaps 
the same will happen with computers. 

In occupations where lots of women but few 
men work, pay levels tend to be low. This is particu- 
larly true in sales, cleaning and catering, slightly less 
so in jobs such as nursing and teaching, where the 
main employer is the public sector. With so many 
women concentrated in low-paying jobs, it is not 
surprising that, despite plenty of equal-pay legisla- 
tion, a large gap remains in all countries between 
male and female earnings. To be fair, it is getting 
smaller: in America, for example, in the past 20 
years women’s hourly pay has crept up from 64% of 
men’s to over 80%, and nowadays young, childless 
professional workers of either sex working full-time 
often get paid much the same. 

But once women start having children, their rel- 
ative pay drops, and the more children they have, 
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the more their pay falls behind. Heather Joshi of 
London’s City University has compared the likely 
lifetime earnings of a woman who works full-time 
without a break with those of a woman who takes 
eight years off to have two children, and then goes 
part-time while her children are at school. She 
found that the woman with the interrupted career 
could expect to earn less than half as much during 
her lifetime as the non-stop worker; not only be- 
cause she had no income while she stayed at home, 
but also because she failed to move up the promo- 
tion ladder, and might have to accept a less skilled 
job after her return. If you are a woman, children 
can severely damage your wealth. 


Counting the hours 


That is true in another sense as well: because of fam- 
ily responsibilities, women on average put in far 
fewer hours at their paid jobs than men, so their 
weekly or annual pay lags even further behind 
men’s than their hourly pay. In the Eu as a whole, 
about a third of all working women put in less than 
the standard week of 35-40 hours (though that aver- 
age conceals vast differences, see chart 6, next page); 
among men, the proportion of part-timers is only 
about 5%, and most of those are either students or 
older workers heading for retirement. In America, a 
smaller proportion of women work part-time than 
in Europe, but a larger proportion of men. The Japa- 
nese figures look similar to the European ones, but 
many women “part-timers” there work almost full- 
time hours; they just get paid less than official full- 
timers. 

“Part-time” everywhere still often translates as 
“second-class”. That is not to say that there are no 


Your money or your time 





A woman’s touch 


good, interesting, secure and well-paid part-time 
jobs around, but just that they are rare. Part-timers 
are generally regarded as less committed and less 
valuable than full-timers, and are treated accord- 
ingly. One American woman, previously in a high- 
powered full-time job, returned to work part-time 





services that make life easier. A British 
insurance company once calculated the 
value of all the services rendered by a 








HE woman had been wandering 

round the car showroom for nearly 
an hour before the young salesman at 
last offered to help. When he produced 
the brochure she wanted, she demurred: 
it was full of incomprehensible tech- 
nical specifications. “Don’t you worry 
your pretty head about it; your husband 
will explain it to you,” he reassured her. 
What he did not know was that she was 
the personnel director of a large Swed- 
ish company, directly responsible for 
buying 40 cars, who was taking part in 
an experiment to discover why car 
showrooms do not appeal to women. 
Here was the answer. 

Gunnila Masrelicz Steen, who re- 
counts the incident, runs Kontura, a 
Stockholm-based consultancy that ad- 
vises companies on working with 
women. She heard about that show- 
room scene ten years ago, in the course 
of a consultancy project for a car com- 
pany. These days, she reckons, the sales- 
man might be more diplomatic. Car 
companies are beginning to wake up to 
the fact that more than half of all car 


purchases are decided by women. When 
GM discovered that women found it dif- 
ficult to get into its latest sports-utility 
vehicle, it modified the design. Women 
in car advertisements used to be draped 
across the bonnet in various states of 
undress. Now they are more likely to be 
shown impeccably attired, driving the 
car to work. But female customers still 
say they hate buying cars more than 
anything else. 

The corporate world has been sur- 
prisingly slow to adjust to women’s new 
economic firepower, but the word is get- 
ting around. One recent convert to the 
cause is a management guru, Tom Pe- 
ters, who points out that women buy 
more than men of almost everything: 
health care, financial services, homes, 
furpishings, computers, telecoms, holi- 
days, you name it. Women have tradi- 
tionally done most of the household 
shopping, but now that so many more 
of them are working, they have more 
money—and less time to spend it in. 

That means they are also buying dif- 
ferent things, particularly goods and 


typical housewife, as cook, nanny, trans- 
port manager, administrator, hostess 
and so on, and concluded that her ser- 
vices were worth the same as those of a 
middle manager. Now that most 
women are too busy with their jobs to 
provide many of these services them- 
selves, they are buying them in, which in 
turn creates paid employment—for ex- 
ample, in child care, cleaning and cater- 
ing—for lots of other women. 

One such woman has already spot- 
ted a big business opportunity. Melissa 
Moss is the founder of the Women’s 
Consumer Network, a new Washing- 
ton-based organisation that promises to 
save its members time by doing com- 
parative shopping on their behalf. Ms 
Moss plans to offer discounts on every- 
day items like tights, cosmetics and con- 
traceptive pills, and provide best-buy 
advice on things like buying cars, invest- 
ing in mutual funds, tracking down 
good child care—or indeed finding a 
collection agency for alimony. She reck- 
ons she is on to a winner: working 
women, she says, are “right out of time”. 
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after childbirth and found that “everybody be- 
haved as though I had suddenly gone dumb.” 

Even so, part-time jobs are on the increase. 
Many women like them because they make it possi- 
ble to combine work and family. Employers like 
them because they allow more flexibility and com- 
mand lower pay, and because part-timers can be 
pushed harder while they are at work. New varia- 
tions on the theme are popping up all the time. The 
latest is the “contingent” worker: in essence, any- 
one whose job is not expected to last. Such people 
work in a wide range of industries, doing tempo- 
rary or contract work or being on call. In America, 
recent estimates by the Department of Labour put 
their number at perhaps 542m, over half of whom 
are women and nearly half part-timers. They are 
paid less than their non-contingent counterparts, 
and usually get no health insurance or other fringe 
benefits from their employers. 

The German version is called “minor employ- 
ment”, and many economists reckon it is growing 
by leaps and bounds. It relies on a legal concession 
that exempts people earning less than DM620 
($340) a month from contributing to the compre- 
hensive (and highly expensive) German social-secu- 
rity system, but also excludes them from pension 
rights and unemployment benefit. One estimate 
puts the total number of people employed only in 
such “minor” jobs at over 4m, about half of whom 
are women. 

Most people now accept that the traditional 
model of a job for life is on its way out, and that in 
future workers should expect to change employers 
more frequently and be prepared for bouts of un- 
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employment. That may be a good thing for women, 
who are already used to working flexibly, and who 
also seem better than men at putting up with inter- 
vals of unemployment. But only a minority of 
working women are home-centred “grateful 
slaves”—the label invented by Catherine Hakim of 
the London School of Economics for the uncom- 
mitted group of women workers who pick up part- 
time work when it suits them, then drop out again. 
Next in Ms Hakim’s typology of working women 
comes a much larger group, the “adaptives”, who 
want to work but do not give their career absolute 
priority. Beyond that, a smallish group of commit- 
ted, “work-centred” women are determined to fight 
their way to the top. That band of Amazons is the 
subject of the next section. 





Jill-in-a-box 


TS always lonely at the top, but if you are a 

woman it can be utterly desolate. Whether in 
politics, business, the professions or academia, the 
top layer everywhere is almost exclusively male. 
This may not come as a surprise in countries where 
few women work, but it is also largely true, and 
more baffling, in America and Europe's Nordic re- 
gion, where nearly half the labour force is female. 

There does not seem to be much ofa correlation 
between a reasonable number of women in, say, 
politics and a reasonable number of women in, say, 
high-level management posts. In Germany, for ex- 
ample, over a quarter of all Mps are women, but a 
recent survey of the 70,000 largest companies 
showed that women’s share of top executive and 
board positions was only 1-3%. In America, which is 
generally thought to be a decade or more ahead of 
Europe on such matters, women hold about 10% of 
the board seats of Fortune 500 companies—still 
low, but better than it was; whereas in the House of 
Representatives women have a share of only 12.6% 
and in the Senate just 9%, way below the figures in 
many European countries. 

Women in politics have come a surprisingly 
long way in a short time. At the beginning of this 
century few countries had universal suffrage for 
men, let alone women. By the early 1920s America, 
Germany and the Nordic countries, among others, 
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had introduced votes for all adult women, and Brit- 
ain followed in 1928. But France and Italy waited 
until 1944 and 1945 respectively, Greece until 1952 
and Portugal, amazingly, until 1976. 

Only the Nordic countries have got anywhere 
near parity in the number of women mps (see chart 
7). They also have the highest proportion of women 
in government, with women ministers making up 
between a third and half the total. But even in the 
progressive north, more often than not the women 
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get the “soft” jobs such as health, education, labour, 
social affairs and culture. The heavyweight portfo- 
lios such as foreign affairs, finance and justice al- 
most invariably go to men. Finland is the only 
country where at some point every single portfolio 
has been held by a woman. Women prime minis- 
ters such as Britain’s Margaret Thatcher remain as 
rare as hen’s teeth. 


Cherchez la femme 


The hope must be that the example of women in top 
political posts will eventually rub off on the busi- 
ness world, but for the moment there is little sign of 
it. In Britain, for instance, only one FTSE 100 com- 
pany is headed by a woman: Marjorie Scardino, the 
(American) chief executive of Pearson (which owns 
half of The Economist). And even in the Nordic 
countries, where women are well represented in 
politics and the public sector, they are conspicu- 
ously absent from higher management. 

One notable exception is Antonia Ax:son John- 
son, chief executive of Sweden’s Axel Johnson 
Group, a retailing, wholesaling and food multina- 
tional that employs 18,000 people. Ms Ax:son John- 
son concedes that attitudes and expectations in se- 
nior business circles remain deeply traditional. 
Within her own organisation she has tried hard to 
give women a chance, doubling their share in mid- 
dle management from 20% to 40%, but says it is not 
always easy. Ms Ax:son Johnson herself is clearly a 
highly effective manager who seems to have had no 
trouble combining four children with a demand- 
ing career. But she had the enormous advantage of 
working for the family firm, which she took over 
from her father. 

Across the Atlantic, an annual survey of Fortune 
500 companies conducted by Catalyst, a New York- 
based research organisation that works with an im- 
pressive list of member companies to promote 
women in business, has noted that more of them 
are getting into senior positions. Even so, last year 
they still accounted for only 3% of jobs at the very 
top of those companies (defined as chief executive, 
president, chairman and their immediate depu- 
ties). Immediately below that level the picture looks 
brighter: 419 of the Fortune 500 now have at least 
one woman on the board (see chart 8), and a third of 
them two or more. The biggest companies are far 
better at promoting women than those at the bot- 
tom end of the Fortune 500. And as you might ex- 
pect, women directors are much more likely to pop 
up in industries such as cosmetics, food services, 
airlines and computer software than in, say, engi- 
neering or construction. 

What is stopping women from getting right to 
the top? According to Sheila Wellington, Catalyst’s 
president, that depends on whom you ask. Male 
managers will say that women are so new to the up- 
per reaches of corporate life that there are simply 
not enough of them in the pipeline. Even more im- 
portant, where women have made it to senior posi- 
tions, it has usually been in support functions such 
as human resources, public affairs and certain 
kinds of finance jobs. Few of them have had experi- 
ence of line positions where they have had profit- 
and-loss responsibilities, say as a plant manager or 
head of sales and marketing. Yet it is precisely in 
these line positions that managers gather the ex- 


perience they need to propel them to the top. 

Ask the women themselves, and they will agree 
that they are handicapped by lack of general man- 
agement experience. But they will also point to a 
raft of other obstacles, especially male myths and 
preconceptions. Men suspect women of being less 
committed to their careers, unwilling to work long 
hours, lacking the right training and skills, and not 
assertive enough—or, conversely, too aggressive. 
Women also feel excluded from informal networks, 
and often find the corporate culture hostile. Unlike 
men, they rarely have mentors within the organisa- 
tion to give them advice. Sooner or later they hit the 
“glass ceiling”, that infamous invisible barrier cre- 
ated by individual and organisational prejudices. 

How many of them really want to break 
through? Plenty of men mischievously suggest that 
few women are prepared to put in decades of 70- 
hour weeks and endless travel to get to the top. 
Quite a few women would agree that there is no way 
they could put in those hours and still do their sec- 
ond shift at home. But, they say, there should be no 
need to: if work were organised more rationally, 
those long hours should not be necessary. Whatever 
the reasons, many women do not even try for the 
top jobs. For men, one of the classic entry routes to 
the executive suite is via business school and an 
MBA. But at the top business schools in America, 
women MBA students on average make up less than 
30% of the total. 

Patricia O’Brien, dean of the Simmons Gradu- 
ate School of Management in Boston, says that 
women need special training to learn how to make 
it in a male-dominated corporate world. Her col- 
lege is the only business school in the world de- 
signed exclusively for women. It has compiled its 
own dossier of 150 case studies in which top female 
executives figure prominently, providing Ms O'Bri- 
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en’s students with “a mental Rolodex of role mod- 
els” (one of the things ambitious women say they 
particularly lack). Over the past 20 years her college 
has released some 3,000 female graduates into the 
corporate world, many of whom now have high- 
powered jobs in Fortune 500 companies. But, she 
points out wistfully, the proportion of women in 
top management in America has stayed at around 
2% for the past 40 years. 


Pipeline dreams 


What has changed dramatically, she says, is the pro- 
portion of women in middle management, which 
over the same period has risen from perhaps 4% to 
40% of the total: surely a sign that the much-quoted 
pipeline is at last beginning to fill up. America’s 
Glass Ceiling Commission, a government-ap- 
pointed body set up in 1991 to investigate where 
women got stuck, came to similar conclusions, Eu- 
rope is moving the same way, but remains further 
behind. A recent survey of the Eu’s banking indus- 
try, by Sigrid Quack of the Social Science Centre in 
Berlin, found that women on average made up 
about half the total staff of the banks studied, but 
only a little over a quarter even of lower manage- 
ment. And their average share of the top jobs was 
only 8%. Even at Marks and Spencer, a large British 
retailer noted for its enlightened policies, the fe- 
male ranks thin markedly towards the top. Wom- 
en’s share of the company’s total staff is 85%; of its 
managers, 60%; of its senior managers, 30%; and of 
its executive directors, just one. 

Prescriptions for women trying to crash through 
the glass ceiling are much the same everywhere: get 
experience in line management; develop your skills 
and self-confidence; find yourself a mentor within 
the organisation who will smooth your path; get su- 
pervisors and senior management on your side; 
and above all, make sure you work for a company 
that really believes in giving women a chance. 

The only way to get companies truly interested 
in promoting women is to convince them that it is 
good for their business. In essence, the argument 
runs something like this. First, women make up 
about half of mankind; there is no evidence that the 
raw material of intelligence, energy and other qual- 
ities that make people perform well in jobs is un- 
evenly distributed between the sexes; moreover, 
women in rich countries are now generally as well- 
educated as men, so are able to offer similar quali- 
fications. If you are recruiting only men, you are 
therefore narrowing your choice to only half the 
brightest and best people. 

Second, if you are already employing women 
and have invested in adapting their skills to your 
particular needs, it makes economic sense to ac- 
commodate them by offering, say, maternity leave 
or flexible hours, rather than risk losing them and 
having to start all over again with someone else. 
Sainsbury, a large British retailer, reckons that re- 
placing a fully trained first-line supervisor costs 
about £10,000 ($16,500) a time. The more highly 
trained the employee, the more expensive she be- 
comes to replace. Keeping staff turnover down can 
save a lot of money. 

Third, women can benefit the business by 
bringing a different approach to an issue. This is 
not the same as saying that women have a distinc- 
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Great expectations 


tive management style, about which there has been 
much fuzzy talk. They may or may not be more intu- 
itive, more people-oriented and better suited to to- 
day’s flatter hierarchies than men. In truth, though, 
how they manage will depend far more on the orga- 
nisation and the task in hand than on their gender. 
The only consistent difference in style researchers 
have been able to pinpoint is that women manag- 
ers are more likely to listen to other people. 


Dare to be different 


But women undoubtedly have a different experi- 
ence of life from men, may ask different questions, 
and are seen as different by outsiders. All these 
qualities contribute to diversity in the workforce, a 
newly fashionable concept that refers not just to 
women but also to every conceivable kind of mi- 
nority. One of its many advocates is the Conference 
Board, a research organisation with a worldwide 
membership of 2,800 companies, including many 
household names. It takes diversity so seriously that 
it organises an annual conference to promote the 
cause. At this year’s bash in New York in May, you 
could have listened to Jack Smith, head of General 
Motors, explaining why he believes diversity is criti- 
cal to the success of organisations, and a host of di- 
versity directors from companies such as IBM, 
Procter & Gamble and Quaker Oats wondering 
whether there was enough of it about. 

Terence McGuire, seconded from newly merged 
accountants PricewaterhouseCoopers to the Con- 
ference Board’s Workforce Diversity Group, insists 
that diversity makes sound ‘business sense. For ex- 
ample, the teams his own firm fields for a client en- 
gagement are increasingly expected to match client 
companies’ own diverse workforces, which means 
that sending in the standard consignment of white 
males may no longer be appropriate. American 
consumers and shareholders, too, are becoming 
more diverse, and expect that fact to be reflected in 
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the companies they deal with. As companies be- 
come more global, they need a more heterogeneous 
labour force that is sensitive to social, economic, po- 
litical and cultural differences. The potential bene- 
fits of diversity, say its champions, include better 
employee morale, less absenteeism, improved cli- 
ent relations and new ideas for top management. 
The trouble is that many diversity programmes are 
so new that as yet there is little hard evidence of 
their beneficial effect on the bottom line. 


Be your own woman 

Until such evidence is forthcoming, many senior 
managers will remain sceptical, and many women 
will continue to bang their heads against the glass 
ceiling. But more and more of them are deciding 
that their heads would be better employed on 
something more constructive: becoming entrepre- 
neurs. In America, women are setting up new busi- 
nesses at twice the rate of men. From dress shop to 
design studio to software house, they are realising 
their dreams. According to America’s National 
Foundation for Women Business Owners, the num- 
ber of women-owned enterprises is about 8m, or 
nearly 40% of the total. Britain has also seen lively 
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growth in this area, although in continental Europe 
and Japan progress has been more halting. Both the 
OECD and the £u are trying to encourage women 
entrepreneurs through a variety of support and 
training programmes, not least because they see 
self-employment as a way of reducing joblessness. 

Setting up a business is not necessarily the road 
to riches. An analysis of American household in- 
come figures by the Institute for Women’s Policy Re- 
search, a Washington think-tank, found that full- 
time self-employed women earn only half as much 
per hour, on average, as full-time female employees. 
Moreover, a large majority of women entrepre- 
neurs work less than full-time, so for many women, 
the analysis concluded, “self-employment does not 
appear to be a feasible method of supporting a fam- 
ily by itself.” 

Still, for frustrated female managers, it is a 
chance of realising an exciting business idea, and 
sometimes it comes off. The other great attraction is 
that entrepreneurs, at least in theory, get to set their 
own hours. Compared with the rigidity of corpo- 
rate life, the flexibility of selemployment seems to 
offer a solution to many working women’s biggest 
problem: reconciling career and family. 





At the double 


N A square in central Stockholm, Claes Tell is 

watching his 18-month-old daughter Hedvig in 
the playground. It is an idyllic scene: dappled sun- 
light pouring through the trees, children shrieking 
with delight as they clamber over brightly coloured 
play equipment, parents (mostly women, a few 
men) chatting animatedly. On this Thursday after- 
noon, nobody seems to have a care in the world. 

So why does Mr Tell keep a mobile phone in his 
pocket? Just a precaution. As a vice-president and 
head of the direct-banking operation of Nord- 
banken, one of Sweden's biggest banks, he needs to 
stay in touch in case of an emergency. But today, as 
on a day-and-a-half every week, he is on parental 
leave. Earlier this year he had two whole months off 
to allow his wife, a physiotherapist, to settle back 
into her job. Now they take turns looking after their 
daughter until she is two, and starts attending a 
day-care centre. 

Like the other Nordic countries, Sweden has 
gone to great lengths to make it easy for women to 
combine work and family, and to get men closely 
involved with their children too. Most women have 
paid jobs, not least because high taxes make it hard 
for most couples to manage on one income. The tax 
system favours dual-income families by treating 
each person as an individual, regardless of his or 
her family circumstances. But there are also strong 
social pressures on women, including those with 
young children, to go out to work. 

New parents are entitled not only to generous 
paid maternity and paternity leave but also a year’s 
paid parental leave for each child. This can be taken 
by either parent, but a month of it is non-transfer- 
able to make sure that both parents take at least 
some. And when parents resume work after the ar- 
rival of a baby, either one of them has the option of 


working “long part-time” (six hours a day instead of 
eight) for the first eight years. While the parents are 
working, most children are looked after at good- 
quality, heavily subsidised public day-care centres. 

The vast majority of Swedish fathers now take 
time off when their child is born, and also take 
some of the non-transferable parental leave, but 
few take it all, and even fewer would consider cut- 
ting their hours over a longer period. Mr Tell says 
his bank has been supportive about his parental 
leave, and thinks he has gained valuable insights 
from taking it—as well as giving younger colleagues 
an opportunity to gain experience. But he has no 
illusions that it will do him much good when it 
comes to promotion. “Top management, in gen- 
eral, is different; it still holds traditional values,” he 
says. “You can’t get to the top this way.” 


Achild’s guide to parental leave 

Had little Hedvig been born in one of the other 
Nordic countries, her life to date would probably 
have turned out much the same. All of them offer a 
good chunk of parental leave, some of it non-trans- 
ferable, and fathers are increasingly taking advan- 
tage of it. If she was living in Germany, France or 
Spain, her mother (assuming she had been work- 
ing) might be at home for a full three years of paren- 
tal leave, though only if the family could afford it: 
much of it would be unpaid (see table 9, next page). 
After that, she would probably head for a good- 
quality, state-funded kindergarten. Were she Japa- 
nese, her mother would stop working, and perhaps 
take a part-time job again ten years on. 

Had Hedvig started life in America, the chances 
are that her mother would have gone back to work 
Just a few months after her birth. Hedvig might be 
looked after by another member of the family or 
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put in a child-care centre. Before 1993, when the 
Family and Medical Leave Act (FMLA) came into ef- 
fect, Hedvig’s time at home with her mother might 
have been even shorter. The FMLA, which entitles 
employees to 12 weeks’ unpaid leave a year for preg- 
nancy and childbirth, or to care for a seriously ill 
child, spouse or parent, was bitterly fought by em- 
ployers worried that it would burden them with 
heavy extra costs. In the event, this does not seem to 
have happened. The periods of absence are so short 
that existing staff can usually cover them, and 
meanwhile the employer saves on the absent em- 
ployee’s pay. Melanne Verveer, chief of staff to Hil- 
lary Clinton, acknowledges that by European stan- 
dards the provisions of the FMLA are very modest, 
but reckons that in the American context they repre- 
sent amazing progress. 

But is it enough? Americans are becoming in- 
creasingly concerned that their tiny tots may be 
harmed by spending such long hours away from 
home. Last year President Clinton and his wife 
sponsored a conference on early childhood and 
brain development, and then another one on child 
care. According to a recent study by the National 
Institute of Child Health and Human Develop- 
ment, some 80% of American babies are regularly 
cared for by someone other than their mother in 
their first 12 months of life; most of them start child 
care before they are four months old; and typically 
they are in care for about 30 hours a week. 

Some of the experts at the conferences were 
scathing about the idea of leaving such young ba- 
bies to carers of variable quality for such long hours. 
Dr Deborah Phillips, a child-development psy- 
chologist at the Institute of Medicine in Washing- 
ton, DG, called this exposure “a very high dosage”, 
and went on to say: “Most of these settings fall short 
of any standards that any of us... would consider 
optimal. Barely adequate has become the term of 
art to describe the typical child-care arrangement in 
this country .. . about 15-20% are in fact dismal and 
even dangerous.” She accepted, as did some of the 
other experts, that children can thrive away from 
home if their child care is good enough, but wanted 
to extend family-leave policies to cover more em- 
ployees and a longer period of time, and perhaps 
make it paid. 

For Heidi Hartmann, director of the Institute 
for Women’s Policy Research, a Washington think- 
tank, that can be only a matter of time. “Childbirth 
is just another lifecycle event,” she says, drawing the 
parallel with retirement and unemployment, 
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which the government is involved in funding. She 
points out that five American states already have 
paid family leave, paid for out of temporary-dis- 
ability insurance contributions. 

But for the moment the administration seems 
to be looking to the private sector for relief. After the 
White House child-care conference last October, the 
president asked Robert Rubin, the Treasury secre- 
tary, to bring together business and labour leaders 
to identify best child-care practices in the private 
sector and in public-private partnerships. The re- 
sulting report, based on a survey of 1,000 employ- 
ers, concluded that companies believe family- 
friendly policies can save money. For instance, 
Johnson & Johnson said it was saving $4 in in- 
creased productivity for every $1 spent on its Life- 
Works programme, a package that helps employees 
plan for maternity leave and find child care. Other 
companies reported similar savings. And Eli Lilly’s 
chairman and chief executive, Randall Tobias, ex- 
plained that the time off for sick children and fam- 
ily illness his company offered were not perks, but 
tools that “will help us attract, motivate and retain 
people who are more likely to be dedicated, more 
focused, more innovative and more productive.” 


Reality check 

Indeed; but there are still plenty of companies (par- 
ticularly smaller ones) that do not offer family- 
friendly policies, and even if they do, employees do 
not always take them up. Men often feel that they 
will be be marked down as less committed to the 
company than those who do not make use of such 
benefits, and therefore less promotable and more 
dispensable. Women often worry that if they accept 
the offer of shorter and more predictable hours that 
would ease their child-care problems, they will be 
sidelined into jobs with low pay and no opportuni- 
ties. So everybody gets into a time bind. 

“The Time Bind” is the title of a book by Arlie 
Russell Hochschild (Metropolitan Books, 1997, 
$22.50), a sociology professor at the University of 
California, Berkeley. She spent three years inter- 
viewing hundreds of employees of a Fortune 500 
company renowned for its family-friendly policies, 
from top managers to shop-floor workers, to see 
how they reconciled their work and their home life. 
Just reading the book is enough to make anyone feel 
exhausted. 

Where both parents worked (which other than 
for the company’s most senior executives was the 
norm), a typical day would start before dawn to get 
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Heigh-ho, it’s off to day-care we go 


the children ready and drop them at the company’s 
(handsomely subsidised) day-care centre. The par- 
ents would then spend a long day at work before 
collecting the children from a ten-hour stint in day- 
care, doing some shopping on the way home, feed- 
ing everybody, putting the laundry in the washing 
machine, cleaning up the mess, reading the chil- 
dren a bedtime story and heading for bed them- 
selves, utterly worn out. And these were the days 
when nothing went wrong. 

Ms Hochschild found that these employees 
rarely took parental leave, worked flexible hours or 
availed themselves of any of the other family- 
friendly policies on offer. Instead, they spent ever 
longer hours at work, often putting in a lot of over- 
time on top of their standard hours. Sometimes 
they really needed the overtime earnings. But more 
often, confronted with a choice between stress at 
work and stress at home, both men and women 
chose work, where at least they enjoyed the contact 
with colleagues, were taken seriously and got paid 
for their pains, whereas at home they felt isolated, 
taken for granted and ground down with never- 
ending demands. Work had become home, and 
home had become hard work. It may sound per- 
verse, but the book clearly struck a chord: it became 
an instant bestseller. 


Time, please 


Certainly a majority of American families with 
school-age children now lead the sort of lives de- 
scribed in the book. In 1950 two families out of 
three fitted the traditional pattern of bread-win- 
ning father, homebound mother and one or more 
children. Last year only one family in six lived that 
way. The new norm is¢he dual-career marriage. 
What makes these people tick? In a recent study 
by Catalyst of around 1,000 dual-career earners, a 
large majority of the couples predictably said they 
liked having two incomes. Equally predictably, well 
over half named “lack of time” as their biggest prob- 
lem. They wanted employers to offer flexible hours 
and working from home, as well as leave to attend 
to family matters (which increasingly include look- 





ing after elderly relatives as well as children). Yet 
perhaps less predictably, more than two-thirds of 
the sample—both men and women—said that they 
could manage financially on just one income, but 
would go on working even if they did not need the 
money. For all its drawbacks, life in the fast lane 
clearly has its compensations. 

Europeans seem a little more restrained in their 
enthusiasm for the dual-career track. A survey in 
Britain prepared for Opportunity 2000, an em- 
ployer-led campaign to make better use of women 
in the workforce, found that an offer of promotion 
often caused a dilemma for dual-career couples. A 
large minority of women had turned down promo- 
tion because it would have made their lives unman- 
ageable, though only a handful of men felt similarly 
constrained. But the stress rubs off on the men too. 
In a separate British study by wfp, an international 
consultancy that specialises in advising employers 
on “work/life” issues, nearly half the male employ- 
ees questioned, and over half the female ones, said 
they found it hard to reconcile their personal and 
their work commitments. Top of their wish list was 
a cut in hours. Tellingly, though, they did not want 
to give up work altogether either. 

In Europe as a whole, however, plenty of 
women still stay at home. Around a third of those of 
working age describe themselves as “housewives”, 
according to the European Community Household 
Panel, though that probably includes some with 
part-time jobs. The more children they have, the 
more likely they are to be housebound. That is not 
necessarily a recipe for happiness: in almost every 
EU country, women who go out to work appear to 
be healthier and more satisfied with life than those 
who do not. But at least they are excused the “sec- 
ond shift”: a day’s work at home after a day's work 
for their employer. 

To varying degrees, men everywhere still do less 
than their fair share of housework and child care, 
even if their wives work full-time. They behave 
worst in Japan, where a government survey found 
that husbands in dual-income families on average 
devote eight minutes a day to housework. Where the 
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wives stay at home, the husbands do seven minutes, 
| That total includes such onerous activities as fetch- 
ing the newspaper. Japanese working wives spend 
about three-and-a-half hours a day on domestic du- 
ties—on top of their paid work. 

But men in the West are no angels either. In 
dual-earner families in the Eu, the fathers typically 
spend little more than half as much time looking 
after children as the mothers do. In America, if you 
ask the women, most of them will tell you that they 
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do all or most of the household chores. Ifyou ask the 
men, they will disagree, but will probably admit 
that they do less than half. However, in the younger 
age groups the men’s share seems to be creeping up. 
Even in the egalitarian Nordic countries the chores 
are still not evenly distributed, but at least the lan- 
guage is changing. When this correspondent asked 
one young Swedish father whether he helped with 
the child care, she was rebuked for asking the wrong 
question. He did not “help”: he did his share. 





Balancing act 


I NOW a better time to be a woman than 50 years 
ago? In many ways, the answer has to be yes. 
Women everywhere in the rich world have got the 
same legal rights as men; to vote, to work, to do as 
they please. They have equal access to education at 
all levels, and mostly make full use of it. If they are 
working, they are protected (up to a point) by equal- 
pay and equal-opportunities legislation. Sexual ha- 
rassment at work may not have stopped dead, but is 
being more effectively curtailed, if only because of 
the risk of legal fees and damages. Some of these 
changes may have been speeded up by feminism, 
however tedious that may have seemed at its height. 
But the most effective instrument for changing atti- 
tudes has been women’s mass exodus from home to 
workplace. For most women in most of the rich 
countries, being “just a housewife” has become a 
thing of the past. 

Some pundits, particularly in Europe, continue 
to argue that if lots of women pour into the labour 
market, there will be fewer jobs to go round for men. 
But most governments now understand that the 
larger the share of the population at work, the better 
it is for the economy. Those at work are increasingly 
being sandwiched in-between young people 
spending longer on their education and the grow- 
ing number of older people moving towards retire- 
ment. Without women, the filling of active workers 
in that sandwich would become worryingly thin. 

The qualitative argument for having more 
women in the workplace is also becoming more 
widely accepted. If employers in rich countries 
want to retain their competitive edge, they must en- 
sure that they have the best possible staff, drawn 
from the widest possible pool of talent. The world’s 
top companies, particularly in America, are begin- 
ning to take this on board. At the very least, they 
understand that being seen to give women a fair 
deal is good public relations. 

Yet sooner or later any discussion on women’s 
progress in the workplace seems to lead to the same 
inevitable phrase: “They have come a long way, but 
they still have a long way to go.” Looking at the evi- 
dence, it is impossible to disagree. If women in 
some countries now make up nearly half the labour 
force, you might expect them to be doing a broad 
range of jobs, similar to those done by men. Instead, 
a disproportionate number are stuck with the sort 
of “women’s work”—low-status, often insecure and 
poorly paid—which a modern service economy 
seems to create in ever-growing quantities. And 
women who are trying to get ahead in high-flying 
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professional and managerial jobs continue to find 
it a struggle as men close ranks against them. 

If they want a family as well, the odds against 
success lengthen. “Having it all”—career, husband, 
children, a life—turns out to be dreadfully hard 
work, requiring exceptional stamina and deter- 
mination. Career women drily note that their ef- 
forts would be greatly eased by a supportive wife. 
But in the real world they mostly have husbands 
who are running at least as hard as they are; or else 
they stay single to keep their lives manageable. 

Women’s wholesale arrival in the labour force 
has involved a big social shift. As such things go, this 
has come about remarkably rapidly, leaving atti- 
tudes, norms and institutions behind. By going out 
to work whatever their family circumstances, 
women in rich countries are pioneering a new, 
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dual-earner family model. But the world around 
them was designed for the traditional model of 
male breadwinner, female homemaker and child- 
carer. That applies not only to work but in a myriad 
other ways, from tax policies to shop hours to who 
does the laundry. Moreover, that traditional model 
lives on in hundreds of millions of heads, female as 
well as male, and still governs many dreams and 
aspirations. Model and reality have got out of 
synch. How to bring them back into balance? 


Here to stay 

Start by recognising that the clock cannot be turned 
back. Modern economies could not function with- 
out women workers, and few women now would 
want to function without jobs. If they have been 
prepared to toil away for decades even though the 
system has been rigged against them, they will goon 
doing so unless stopped by force. But the present 
system is neither as fair nor as efficient as it might 
be. To make it better, governments, employers and 
individuals all need to rethink their roles. 

e First, governments. As this survey has shown, the 
sort of incentives or disincentives they offer can 
make a big difference to the way people organise 
their lives. If, for example, the tax system favours the 
traditional breadwinner/housewife family, fewer 
women will go out to work. The same is true of so- 
cial-security systems. If governments want women 
to be able to make a free choice about taking jobs, 
they need to tailor tax and social-security systems to 
individuals rather than family units. 

They may also want to make it easier for women 
to combine work and having children. Both involve 
questions of public interest. More people at work 
means lower taxes or better public services. Chil- 
dren ensure that society goes on. At present none of 
the rich countries except America and perhaps 
some of the Nordic states is producing enough chil- 
dren to replace its population. In a world that, on 
balance, remains in danger of being overpopu- 
lated, that may be no bad thing, but if there were to 
bea rundown it would need to be orderly and grad- 





ual to avoid causing big problems, particularly over 
pensions. Most governments in rich countries 
would prefer to keep numbers stable, if not rising. 
That may mean offering incentives. 

It is perfectly possible to devise a system that 

will produce more children and still keep women 
at work, though it may not come cheap. The princi- 
ple of free education for school-age children is al- 
ready entrenched throughout the rich world; there 
would be nothing incongruous about extending it 
further down the age range. In the Nordic countries, 
widely available and good-quality child care, to- 
gether with generous maternity and parental-leave 
arrangements, has kept birth rates near replace- 
ment level even though most women go out to 
work. Many other rich countries make a nod in this 
direction by subsidising child care and giving ei- 
ther tax allowances for children or some form of di- 
rect child benefit. 
¢ Second, employers. The biggest and best-run busi- 
nesses increasingly believe that to attract and retain 
the best staff, they need to accept that people have a 
private life as well. Where possible, many of them 
now allow their employees to work more flexibly to 
make for an easier balance. But if such policies are 
aimed exclusively at women, they can backfire by 
inviting discrimination. Better to acknowledge that 
men also have families, and encourage them to 
spend some time with them. In a buoyant labour 
market, such as America’s at present, innovations of 
that sort come more easily than where unemploy- 
ment is high, as in much of Europe. But even in 
America, as well as in Britain, hours worked by both 
men and women have actually increased over the 
past ten years. 
e Last, individuals, both men and women. Many 
women seem prepared to accept traditional sex di- 
visions of labour, both at work and at home, even 
though their careers are being held back by them. 
But it is hard to tell whether they are doing this by 
choice or simply because they see no alternative. 
Many men, particularly among the older genera- 
tion, seem to want to perpetuate the status quo at 
work and at home because it is weighted 
in their favour. But women’s march into 
the labour market has had a profound ef- 
fect on men too; not so much because 
they have suffered from more compe- 
tition for jobs (which the continued seg- 
regation of male and female labour mar- 
kets still restricts), but because they are so 
often the other half of a dual-earner cou- 
ple. Unless they take on a more equitable 
share of the domestic burden, they will 
find home a less peaceful place than they 
might have hoped. There is some evi- 
dence that this is sinking in among the 18- 
32-year-olds known as “generation x”. 

So when, in another ten or twenty 
years’ time, women make up half the la- 
bour force everywhere, will they also hold 
half the top jobs, earn the same as men 
and split housework and child care down 
the middle? Certainly not then, and per- 
haps never. But, with luck, their choices 
will be wider and their lives more civi- 
lised than today. 
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From forward march to retreat 


BELFAST AND PORTADOWN 


The murder of three small boys has thrown the Protestant Orange Order into 
disarray in Northern Ireland—and helped to preserve the province’s new po- 


litical settlement 


a price of progress in Northern Ire- 
land is high, and often agonising. Fear 
that the annual marching season would de- 
stroy Northern Ireland's fledgling peace 
settlement has receded, although confi- 
dence is still fragile. The tragedy is that it 
took the deaths of three small boys in an 
arson attack to jolt some people at least to- 
wards reason. 

Richard, Mark and Jason Quinn—aged 
eleven, ten and nine—were the children of 
what Northern Ireland calls a mixed mar- 
riage between a Protestant and a Catholic. 
Their mother’s Catholic origins made their 
home in the small Protestant town of 
Ballymoney the target for a petrol-bomb- 
ing, early on the morning of July 12th. The 
adults escaped, the children died. 

After a week of equivocation over the 
increasingly dangerous militancy of 
marchers from the Orange Order, shocked 
Protestant leaders across the community 
found their voices and called for an end to 
the stand-off at Drumcree. There, marchers 
from the Orange Order had been ranged 
opposite police and army barricades, to re- 
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iterate their determination to stage an an- 
nual celebratory march along the Catholic 
Garvaghy Road. 

Despite nightly rioting and growing 
disorder throughout Northern Ireland, Da- 
vid Trimble, Northern Ireland’s new first 
minister and an Orangeman himself, had 
been praising the Order's peaceful inten- 
tions. The Ballymoney deaths galvanised 
him. Archbishop Robin Eames of the 
Church of Ireland and, perhaps most sig- 
nificantly, the Reverend William Bingham, 
a leading Orangeman, were also shocked 
into action. Mr Bingham invited television 
cameras into his church on Sunday morn- 
ing to hear him preach that any march 
down the Garvaghy Road would be a hol- 
low victory in the shadow of three coffins. 
The Orange Order could no longer control 
the protest, he said, so they should go home. 

Orangemen angrily denied any con- 
nection with the boys’ deaths. Although 
during the previous week the Quinns and 
the few other Catholics living nearby had 
been threatened and told to move out, a 
whispering campaign suggested other mo- 


tives for the bombing: a paramilitary drugs 
dispute perhaps, or a family feud. The 
Royal Ulster Constabulary stuck to its first 
theory of a sectarian motive. Shortly before 
the fire they had broken up a loyalist block- 
ade near the Quinn house, and protesters 
ran off into the darkness. The RUC 
promptly appealed to motorists to try to 
identify those at the blockade. 

Grief and a sense of shame dimmed the 
50-odd Orange marches scheduled for 
Monday July 13th and the Catholic-nation- 
alist response. Orange marchers banned 
from the small Catholic town of Dunloy, 
near Ballymoney, had promised defiance 
but failed to turn up. Fewer onlookers than 
usual lined the route of the main Belfast 
march. On Belfast’s Ormeau Road Catholic 
residents met marchers in silence with 
black flags, placards proclaiming “Shame” 
and newspaper photographs of the dead 
boys. The Reverend Bingham was heckled 
as he stood before marchers in his home 
town of Pomeroy in County Tyrone. But 
other leading Orange figures rallied to him 
and denounced the hecklers. 

The Reverend lan Paisley, the leading 
political figure in the anti-peace-agreement 
camp, had been strident in his support of 
the Orange marchers and had promised 
that Monday would be “the settling day” at 
Drumcree. He went to Ballymoney—in the 
heart of his Antrim constituency—to ex- 
press sympathy for the Quinn family and 
denounce the bombing. But he dismissed 
any connection with the Drumcree stand- 
offand went to Portadown to insist the pro- 
test must continue, telling the crowd the 
dead boys were in fact Protestants. As Mr 
Paisley left, rioters hurled petrol-bombs at 
police. No more than 2,000 other march- 
ers, and no other leading anti-Trimble 
unionists, joined Mr Paisley. The 
Portadown Orangemen had at one point 
predicted a 20,000-strong reinforcement. 

The boys’ funeral took place on Tuesday 
the 14th. Overnight attempts were made to 
burn three Orange halls. Catholic families 
isolated in mainly Protestant districts con- 
tinued to move out after threats. Housing 
authorities and police estimated that 
around 140 families had been attacked and 
dozens forced to move, a few of them con- 
nected to the RUG, the rest Catholic. But 
roads were clear and shops began to open 
again. Late on the night of the 14th, the RUC 
for the first time crossed the barriers erected 
by soldiers, to search for guns and other 
weapons in the Orange camp at Drumcree. 
After a week of petrol and nail-bombs, 
stones, bottles, and occasional shots, a 
sighting of a man with a handgun and gas 
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cylinders set to explode against the barri- 
cade may have been the breaking point. Po- 
lice Land-Rovers in fields crammed not 
long before with defiant Orangemen un- 
derlined the new mood. 

The death of the Quinn boys was crucial 
to the weakening of the Orange Order's 
stubborn resolve. But the Orangemen also 
got their political calculations wrong. Mr 
Paisley, and the half of Mr Trimble’s party 
that opposed the peace agreement, hoped 
that the marching stand-off would, in ef 
fect, force Tony Blair to renegotiate the 
peace deal. They misread Mr Blair and a po- 
lice force determined, on this occasion, to 
reverse recent Drumcree history and to up- 


hold the law. Perhaps more crucially they 
lost control of their own supporters. Cynics 
would say they misread their community’s 
tolerance for winking at Protestant vio- 
lence. Nightly television shots of sashed 
and suited Orangemen alongside drunken 
skinheads lobbing petrol-bombs at the 
mainly Protestant police force has demor- 
alised and embarrassed the unionist 
community. 

The week began with a procession of 
anti-agreement figures to Drumcree to pay 
respects. It ended with Mr Paisley, alone 
among the leaders, bellowing in the dark- 
ness to what looked increasingly like a 
shrunken and demoralised mob. 

s 





The Welsh language 
Patriot games 


CARDIFF AND LLANGEFNI 


Welsh and English have equal status in Wales. Is this a good idea? 


N THE Isle of Anglesey, the notion ofa 

bilingual Wales seems not so much 
an ideal as a fact of life. Children wait at the 
safle bws (bus stop) to go to ysgol (school); 
shop assistants switch between Welsh and 
English in the same breath. Welsh is the cur- 
rency of daily life on much of the island. 
“This is a Welsh-speaking pub,” a thirsty 
American is told at a hostelry not far from 
Penmon point, “but for you, we'll make an 
exception.” 

All told, almost two-thirds of Anglesey 
residents speak Welsh; among children un- 
der 16, three-quarters do. But a few dozen 
miles to the east, the notion of bilingualism 
seems bizarre. In the counties that hug the 
English border, Welsh is heard on the street 
about as often, say, as it is in Berlin. 

Among Welsh of all language skills and 
backgrounds, there is broad support for en- 
suring the survival of Welsh, one of Eu- 
rope’s oldest languages. In contrast to Scot- 
land, Wales's linguistic heritage is central to 
its sense of being apart from you-know- 
who. The Welsh anthem even makes refer- 
ence to it: “My country, tho’ crushed by a 
hostile array/The language of Cambria 
lives out to this day.” At the same time, 
though, only one in five residents is able to 
speak Welsh; and few of those do so on a 
regular basis. And there is a burgeoning dis- 
quiet that the promotion of Welsh is be- 
coming the tyranny of a minority. 

The specific grievance is that the Welsh 
Language Act of 1993, which declared that 
Welsh and English were to be considered 
“on a basis of equality”, has actually tipped 
the balance toward Welsh. The Act was the 
culmination of a decades-long effort to re- 
verse the decline in Welsh. Beginning with 
the provision of Welsh-language broadcast- 
ing in the 1960s, through the increased 
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teaching of Welsh in schools that began in 
the 1970s, and the establishment of a Welsh 
Tv channel, s4c, in the 1980s, the decline 
has slowed and now been reversed. Al- 
though the 1991 Census estimated that only 
18.5% of 2.9m residents speak Welsh, down 
from 21% in 1971, among younger people 
the opposite is true. More than a quarter of 
10-14-year-olds speak the language; in 1971, 
only 17% did. 

The Welsh Language Act stipulated that 
Welsh speakers should be able to have ac- 
cess to all public services in Welsh, should 
they wish. All government institutions 
were required to draw up plans to accom- 
modate and promote the use of Welsh. 
These are presented to the Welsh Language 
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Double-Welsh today 


Board (Bwrdd yr Iaith Gymraeg) for ap- 
proval. Private businesses and groups can 
draw up schemes if they wish. Marks and 
Spencer, Barclays Bank, Tesco and even the 
General Electric plant near Cardiff, where 
few of the workers are Welsh-speakers, are 
among those who have installed bilingual 
signs and taken other steps. Supporting 
Welsh has become a sign of corporate cool. 

But there is an unpleasant flip-side to 
the promotion of Welsh. Militant language 
activists have been known to picket stores 
or pour glue in their locks if, in their opin- 
ion, not enough Welsh is present. Stores 
have been intimidated into providing 
Welsh lessons for staff, even in places like 
Cardiff, where Welsh is not the language of 
commerce. The folks at the board dismiss 
these as fringe activities, which they are. 
However obnoxious, at least such actions 
have the virtue of clarity: Welsh is best. 
Mainstream promoters of the language are 
less forthright. Specifically, they have not 
answered three important questions. Is a 
bilingual Wales possible? How much com- 
pulsion is acceptable? And can Welsh be- 
come over-privileged? 


Principles and practices 

The intent of the act was not, of course, to 
annoy the 80% of Welsh residents who do 
not speak Welsh. “We don’t want to do any- 
thing at the expense of non-Welsh speak- 
ers,” says John Walter Jones, chief of the 
Welsh Language Board. “If we raise hackles, 
we're lost.” 

Asan expression of principle, that is fair 
enough. But in practice, it is impossible to 
assert Welsh without disadvantaging Eng- 
lish-only speakers to some extent. For exam- 
ple, making Welsh necessary or preferred 
for housing allocation or government jobs, 
as some local authorities now do, certainly 
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works against English-only applicants. 
Gwynedd County Council requires that all 
internal communications be in Welsh only 
and either prefers or requires Welsh-speak- 
ers in all jobs. The reasoning is that almost 
three-quarters of Gwynedd residents speak 
Welsh, and some are more comfortable in 
that language. But it is also true that 100% of 
Gwynedd residents speak English. Even for 
jobs in which linguistic skills are barely rel- 
evant, such as for a dustman or an accoun- 
tant, English-only applicants are in effect 
shut out. 

Welsh speakers are the majority in areas 
inhabited by about 10% of the population 
(see map). A different set of problems sur- 
rounds the promotion of Welsh in the bulk 
of the country where English is dominant. 
In southern Wales, home to 70% of the 
population, about one in five people can 
speak Welsh, but in practice few do: 98% of 
households communicate in English. (Of 
the remaining 2%, half speak a language 
other than Welsh, such as Bengali.) But un- 
der the Welsh Language Act it is compul- 
sory to teach all children Welsh, up to the 
age of 16. 

Tim Williams, a bilingual historian 
who is the bête noir of Welsh-language ac- 
tivism, argues that the ever-increasing em- 
phasis on Welsh and Welshness in school, 
at the expense of other subjects, including 
foreign languages, is a wasteful and im- 
moral use of “children as the cannon fod- 
der in an unwinnable war for Welsh”. And 
indeed some schools have tried to resist the 
compulsory extension of Welsh language 
lessons, arguing that since little Welsh was 
spoken in their community, the money 
could be better spent elsewhere. St David's 
High School in Flintshire noted in a recent 
letter that “our local community sees itself 
socially and culturally as English, living 
yards from a border which to them does 
not effectively exist.” 

English-only Welsh can become furtive 
and uncomfortable when asked about lan- 
guage policy. To be critical is to risk being 
attacked as not being really Welsh, or even 
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of being anti-Welsh. It is fashionable to say 
that teaching children Welsh and English 
will help them to learn other languages— 
and it is true that Welsh-medium schools 
have produced above-average results. But 
when Stephen Gorard of the University of 
Wales presented research at an academic 
conference that indicated that the intake of 
Welsh-medium schools was better-off than 
average, and that this helped to account for 
their superior academic results, outraged 
dons shouted him down. “The ethos”, Mr 
Gorard concludes sadly, “is not one of 
open academic debate.” 

It is such whiffs of Welsh triumphalism 
that English-only speakers object to—the 
not-very-subtle implication that the only 
real Welsh are those who speak the lan- 
guage. A small, but telling example: a Welsh 
pop group, Super Furry Animals, was or- 
dered to sing only Welsh-language songs at 
the 1997 Eisteddfod, a cultural festival, as if 
English had no place in Welsh culture. That 
would be a great surprise to Anthony Hop- 
kins, Jan Morris or Dylan Thomas. 





Rrrrrrrecession? 


EMEMBER the R-word index? 

Amidst widespread distrust of offi- 
cial statistics, The Economist proposed it 
in 1992 as an alternative indicator of eco- 
nomic activity. With the help of a com- 
puter database, we counted how many 
stories in Britain’s broadsheet newspa- 
pers had included the word “recession” 
in each quarter. The index seemed to 
mirror the economic cycle surprisingly 
closely. 

For instance, the number of articles 
using the dreaded r-word rose sharply 
from 776 in the second quarter of 1990 to 
1,845 in the third quarter—exactly when 
the economy entered recession. The in- 
dex then rose steadily to a peak of 6,535 
in the first quarter of 1992, which later 
turned out to be the trough of the reces- 
sion (see chart). After 1992, as recovery 
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Wales’s language disputes are certainly 
nothing to those of Belgium, where per- 
sonal relations between the Flemish and 
Walloon communities can be rancorous, or 
of Quebec, where English-speakers have left 
in droves. (In fact, the English continue to 
come to Wales in substantial numbers, 
something many language activists de- 
plore.) Even those who do not speak the 
language say they are proud of it. 

Still, there is concern that the drive for 
Welsh is politicising, and therefore poison- 
ing, personal relations. Parents who dis- 
pute language policies in schools have been 
known to get threatening phone calls. An 
English-only Welshman, who now lives 
overseas, but whose family has been in An- 
glesey for generations, reflects that he no 
longer feels comfortable visiting: “I don’t 
speak Welsh and am made to feel it.” It 
would be a terrible, but all too plausible, 
irony if the end result of the effort to revive 
Welsh was to divide the nation on language 
lines, rather than to unite it in pride. 





got under way, the index fell almost con- 
tinuously. 

If the R-word was a lagging indicator, 
simply occurring more often when bad 
economic statistics are reported, then it 
would be of little value. However, it ap- 
pears to be a coincident indicator, turn- 
ing at roughly the same time as output. 
And the big advantage of the r-word in- 
dex is that it is instantly available, unlike 
official figures which are always out of 
date. The latest GDP figures, for example, 
refer only to the three months to March. 

It is clearly time to update the index. 
The R-count had been fairly flat at 
around 800 from mid-1996 until the first 
quarter of this year. But more recently it 
has started to flash red. In the second 
quarter the index jumped to 1,267, to give 
the first year-on-year rise since 1992. And 
in the first half of July, the number of re- 
cession stories has been running at a 
quarterly rate of more than 2,000. 

The government clearly faces some 
nail-biting months. Can it prevent reces- 
sion? Perhaps it could take a tip from Al- 
fred Kahn, one of President Carter's eco- 
nomic advisers in the late 1970s. He was 
chastised by the president for warning 
people that the economy was on the 
verge of a deep recession. So in his next 
speech he announced that from then on 
he would substitute the word banana for 
recession and went on to discuss the risk 
of America going into a banana, recall- 
ing the Great Banana of the 1930s. At a 
stroke, the R-word would disappear. 
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Farewell, straitjacket 


Do Gordon Brown’s figures add up? 


IT WAS a trick any conjuror 
would have envied. On July 
14th, Gordon Brown, the 
chancellor, announced big 
increases in public spend- 
ing on health, education and infrastruc- 
ture. But prudence, he said, remained his 
watchword. How can Mr Brown’s new gen- 
erosity be squared with his famous Scottish 
Presbyterian austerity? 

One answer is that, in some areas, Mr 
Brown is being less bountiful than he 
boasts. Take capital spending. In his 
speech, Mr Brown lamented “a backlog of 
under-investment” and promised to dou- 
ble capital investment with a new “Invest- 
ing in Britain” fund. In fact, today’s low 
capital spending isa statistical blip. Even at 
the fund’s peak in three years’ time, Mr 
Brown will be spending a smaller share of 
national income on capital investment 
than the average for the past ten years. 

But some public expenditure is set to 
rise sharply. For the next three years spend- 
ing on education and on the National 
Health Service are both planned to rise by 
around 5% a year faster than inflation. 

Mr Brown has no qualms about this. 
On average, current spending—public ser- 
vices which are consumed immediately—is 
planned to rise by only 2.25%, broadly in 
line with the growth which the government 
expects in the economy. The big increases 
for health and education will be balanced, 
says Mr Brown, by tough cutbacks else- 
where. And a one-off boost for capital 
spending is justified, since its benefits will 
be spread over many years. 

But hang on. Capital spending has to be 
paid for just like current spending. And 
capital and current spending combined 
will grow, forecasts the government, at 
2.75% a year in real terms, faster than the 
predicted growth of the economy. Mr 
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Brown says he will run fiscal surpluses for 
the next three years, but that applies only to 
current spending. Add in capital spending 
and the budget is only just in balance. 

Even this may be optimistic. For some 
parts of government spending are less 
tightly controlled than others. Spending on 
most government departments—roughly 
half the total—has now been decided firmly 
for the next three years. But the other half— 
including social security benefits, debt in- 
terest and local government spending— 
will be re-examined every year. 

Sensible? Yes, since some spending is 





Straight talker? 


beyond the government's direct control. 
But what is worrying is that committed 
spending is projected to rise fastest. The 
government has pledged itself to a 3.2% in- 
crease in departmental spending (see 
chart). A perhaps optimistic 2.2% has been 
pencilled in for the rest. Bigger than ex- 
pected payments to the European Union, 
say, or on farm subsidies under the Com- 
mon Agricultural Policy, could easily upset 
Mr Brown’s applecart. 

And what about those tough cutbacks? 
What cutbacks? True, no other department 
will rise as fast as health and education. But 
only agriculture will receive less cash in 
three years’ time than it does now, and that 
is largely because the cost of the mad-cow 
crisis has peaked. Apart from defence, 
where the post-cold war run-down is con- 
tinuing, the smallest increases are in the 
smallest departments. 

Indeed, some of the biggest increases 
are in the departments where a really radi- 
cal review could have produced the biggest 
cuts. Perhaps mindful of next year’s Scot- 


tish assembly elections, the government 
has left unchanged the generous formula 
which gives more spending per head to 
Scotland, Wales and Northern Ireland than 
for England. And the social security budget, 
previously dubbed “the cost of economic 
and social failure” by the Labour Party, is 
predicted to rise faster in the next three 
years than it did in the last three years un- 
der the Conservatives. 

Actual spending will rise even faster 
than Mr Brown’s figures suggest. First, the 
government is stepping up the use of 
deals—codenamed the Private Finance Ini- 
tiative—which take capital spending off the 
government's balance sheet: instead of pay- 
ing for a hospital, for example, it will sim- 
ply pay for a supply of hospital services, 
spreading out the cost over time. 

Second, the government is resorting to 
accounting fiddles to keep the spending to- 
tals down. For example, Family Credit (Fc), 
which subsidises low-earning parents, cur- 
rently accounts for around £2 billion ($3.2 
billion) of the social-security bill. The gov- 
ernment plans to replace Fc with a more 
generous subsidy called the Working Fam- 
ilies Tax Credit (wFrc). But because WFTC is 
a tax relief, the government argues it should 
not count as social security spending. Hey 
presto, a £2 billion cut in benefit bills. 

Potentially even more seriously, the 
government is changing the rules about 
dealing with departments’ outside income. 
At the moment if a department makes 
money from, say, renting out land, the in- 
come is handed over to the Treasury. This 
will change. In future, many departmental 
receipts from rent, levies, fines, and divi- 
dends will be for departments to keep and 
spend. And because the receipts will count 
as negative public spending, the extra 
money can be spent on top of the budgets 
agreed with the Treasury, and it will not 
show up in spending plans. 

Does this extra spending matter? No, 
says the Treasury. For the chancellor, the 
important thing is not the level of public 
spending, but ensuring that it does not in- 
crease borrowing. Since coming to power, 
the government has raised billions in new 
taxes on savers, married couples, drivers 
and companies. And a strong economy has 
lifted existing revenues. So the government 
expects borrowing for the rest of the parlia- 
ment to be negligible. 

The government claims that its fi- 
nances are underpinned by cautious as- 
sumptions, Real growth, it assumes, will be 
only 1.75% this year, rising to 2.25% in two 
years’ time. If true, well and good. But with 
expenditure plans now set in concrete for 
three years, slower growth would mean 
higher taxes. And although growth rates 
cannot be predicted, one thing can. The 
Comprehensive Spending Review will 
mean comprehensively higher spending. 
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Soe people are held in such low esteem that you can de- 
fame them no further. This may explain why even after the 
damage done to him by the recent “cash for contacts” affair the 
ascent in some guise of Peter Mandelson into the cabinet is still 
held to be as inevitable as the rising of the sun after the long 
night. The minister without portfolio seems guilty of no crime 
other than having been the friend and mentor of Derek Draper, 
the disagreeable lobbyist who boasted on tape that he could get 
his clients a favoured hearing in high places. But the broad smile 
that spread throughout Westminster at Mr Mandelson’s dis- 
comfiture, even at one remove, has demonstrated once again 
that the minister without portfolio is one of the least popular 
members of the government. Why 
is Tony Blair apparently so intent 
on promoting him? 

In an interview with the Mir- 
ror this week, Mr Mandelson ac- 
cused his enemies in the media 
and “the old Tory lobbyists who 
had it so good under Thatcher and 
Major” of using Mr Draper as a 
means of taking their revenge on 
him. If only it were that simple. Mr 
Mandelson’s real problem is not 
that he is beset by disgruntled re- 
porters, or bitter Tories smarting at 
the defeat his brilliant campaign 
inflicted on them in last year’s elec- 
tion. It is that, despite his brilliant 
campaign having got them into of 
fice, he is still loathed by so many 
in his own party. 

Loathing of Mandelson is not 
confined to the House of Com- 
mons, though to this day it is 
strangely difficult to come across 
Labour backbenchers who have a 
good word for him. There is loath- 
ing of Mandelson lower down in 
the party, as he discovered last 
summer when the humiliating 
failure of his bid for election to its 
National Executive Committee 
was greeted with huge delight on the conference floor. There is 
loathing of Mandelson higher up, too, in the cabinet of which he 
is not yet a member. Nobody doubted that Clare Short was refer- 
ring to Mr Mandelson when she spoke of the “dark forces” 
around the prime minister. Nobody believed it was all just a 
jape when John Prescott, the deputy prime minister, held up a 
jar containing a crab and asked it in front of television cameras: 
“Do you think you will get on to the executive, Peter?” And it 
would indeed take a chancellor of iron to feel warm towards the 
man who said after John Smith’s death that a Blair succession 
offered better box office than Brown. 

All politicians have their rivals. But it takes some explana- 
tion beyond the usual bruises of political life to account for the 
full extent of Mr Mandelson’s isolation within his own party 
and the venom he arouses. Is he just unlikeable? Although many 
people call him devious, pompous, snobbish, plummy and 
aloof, he is also capable of great charm—and warm friendship. 
In the Mirror he refused to renounce Mr Draper just because of 
the “silly boasts” his. friend had made. But his enemies say this 
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The meaning of Mandelson 


























































affecting loyalty is not typical. The Labour Party is full of people 
who will say in private that Mr Mandelson has treated them les 
honourably, that in his relentless rise he has been all too willing | 
to scythe away former friends and colleagues who become dis- 
pensable. The fact that he can for a time be an exceptionally good: | 
friend makes the subsequent rejection even worse. Ee 
A rival explanation for the loathing of Mandelson invokes |. 
political rather than personal style. Fellow mrs grumble that he 
has risen by means both unconventional and somehow sinister. | 
They slog their way through the tedium of parliamentary work; | 
he fastens himself to the rising tsar and becomes the leader's con- 
fidant and courtier. In an irony, it was because he wanted: to: 
show that his power did not de- 
pend entirely on Mr Blairs patron- 
age that he sought a place on the | 
NEC. By losing so comprehen- 
sively, he underlined the proposi. 
tion he wanted to disprove. 
A last explanation is ideologi- 
cal. Mr Mandelson’s relationship.) 
with the party has always been un- 1 
easy: he is “in it rather than of it”, |. 
as Labour's left commonly says of || 
those who challenge its dogmas.: 
Yet this is grossly unfair. A grand- | 
son of Herbert Morrison, who | 
spent a quarter of a century in the 
party and once aspired to lead it, 
Mr Mandelson was born into the. | 
Labour family and isa more natu~ > 
ral son of it than the prime minis- 
ter, who came to Labour late. Be- | 
sides, he was only one of those who 
pushed the party to the right. Why 
love Blair and loathe Mandelson? 
Maybe Mr Mandelson’s sin is’: 
to have loved Labour too wisely | 
rather than insufficiently well. He | 
saw earlier than many the mad- 
ness of clinging unelectably to the 
old faith, and was more ruthless | 
than most in his apostasy. Having | 
been happy enough to win power | 
on the changes of policy and image he helped to fashion, New | 
Labour should take no pride in refusing to acknowledgeitsdebt. ` 
This is presumably what Mr Blair had in mind when he said 
that his own task was to make the party love Mr Mandelson. For 
the hatred of him is among other things a barometer of the lin- 
gering unease at all levels of it of the policies that New Labour 
espouses, and of the new politics—all media and glitz—that it | 
uses to promote them. It is both Mr Mandelson’s bad luck and... 
his good luck that his beliefs and personality, together with the | 
singular path he has taken to the top, make him the perfect light 
ning conductor for all these resentments. 
A lightning conductor is handy in a storm. But when heat | 
last decides whether to promote Mr Mandelson, the prime min- ` 
ister will be all too aware that his courtier is a man of many | 
talents, of which one is held to be a talent for betrayal—and that | 
among those who feel in some way betrayed by him are the | 
chancellor and the deputy prime minister. He may have earned 
his place in the cabinet. But his presence there cannot but make ` 
for what the Chinese curse calls “interesting” times ahead. 
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Sayonara, sarariman 


TOKYO 


If Japanese companies are to thrive, they must change the role of their middle 


managers. It will not be easy 


T HAS been nearly a decade since Ameri- 
ca’s “white-collar recession” introduced 
managers to the hazards of corporate 
downsizing. Although many of those man- 
agers eventually landed on their feet, they 
have spent that decade adapting to a world 
which offers less prestige, less security, and 
fewer nooks and crannies in which under- 
performers can hide. Those managers have 
had it easy, however, compared with what 
is about to happen in Japan. 
Macroeconomic problems are only 
part of the story. The real reason that Ja- 
pan’s managers are in trouble is the need 
for long-term restructuring. In America, 
this was underlined by a shift from smoke- 
stack industries and into high-tech ones, 
and by firms’ efforts to adapt themselves to 
new information technology and more as- 
sertive investors. Japanese firms must also 
respond to these forces—and at the same 
time unravel several mutually reinforcing 
habits. A decade ago those habits were the 
envy of the West. Now, they spell trouble. 
~The most familiar is long-term employ- 
ment. When capital was cheap, and Japa- 
nese companies were expanding rapidly, it 
was easy to promise young salarymen a job 
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for life. Once the economy matured, those 
bright young corporate assets became age- 
ing liabilities. It has been almost a decade, 
for example, since Mitsubishi started an 
early-retirement plan to unload middle- 
aged managers: anyone over 48 years old 
receives a topped-up pension if he leaves. 
Several other big firms have since offered 
similar schemes. 

One problem is knowing just what to 
do with all those men idling by the win- 
dow. Harder still is to adapt the way in 
which Japanese middle managers are 
trained. The combination of lifetime em- 
ployment, seniority-based pay and rapid 
growth has encouraged firms to invest in 
wasteful training. Early in their careers 
managers are rotated among jobs and loca- 
tions, asking few questions when they are 
transferred, since they know their careers 
are in good hands. 

The nature of this training is different 
from that in western firms. Because they 
move around so much, Japanese managers 
rarely develop special expertise in, say, 
marketing or corporate finance. And be- 
cause they expect a oneé-company career, 
they invest most heavily in the skill they 






































know they will need: office politics: A 
salaryman takes great pains to. become a 
better Mitsubishi man, Mitsui man or 
whatever company man is required. 
After decades of following these prac: 
tices, Japan’s corporate infantry has be: 
come.a battalion of generalists—middle: 
managers with no transferable skills, and 
untrained for anything other than being 
loyal employees. Japanese companies need 
to change how they recruit, train and pro- 
mote their managers. TOES 
Many Japanese managers ‘still deny. 
there is a problem. Nobuyuki Idei, presi- 
dent of Sony, says he is not worried about’ 
the shifting nature of Japanese careers. 
When pressed, however, he explains that 
many of the firm’s divisions are now based. 
overseas. Takashi Kurisaka, Tokyo manag- 
ing partner of Egon Zehnder International, 
a headhunting firm, does not believe that 
Japanese companies have grasped the size 
of their task. “People all talk about what 
they have to do,” he laments, “but ... they 
don't really want to do it.” 
Now the promise of a long, secure ca- 
reer rings hollow, recruiters must offer a 
new bargain: that young managers will ac- 
quire the skills they need to be valuable to 
other companies. Yet once a company pro- 
vides managers with the training they 
need, they risk losing them to someone 
else—a problem familiar to western firms. 
Thus many companies now recognise 
the need to send their young managers to 
foreign business schools. But whereas 
American companies require their em- 
ployees to refund tuition money if they 
leave, this is still illegal in Japan. Instead, 
companies try to require their employees to 
stay for five years or so after they graduate. 


Rising sons 
Japanese companies must also inject fresh 
ideas into their organisations. Despite their 
glut of managers, many banks have been 
busy calling headhunters in search of any- 
body with a new approach. And it is not 
just those with financial expertise they are 
looking for; they also need people from 
marketing and rr if they are to compete 
with the likes of Citibank. 

That is why western companies are 
benefiting most from the new market for 
Japanese managers. For years, 18M.was the 
only foreign company in the top 50 on sur- 
veys of graduates’ most-desired employers. 
Now, names such as Merrill Lynch, 
Goldman Sachs and Microsoft appear. 

This is partly because their treatment of 
workers no longer seems quite so Brutal .. 
when Yamaichi Securities went bankrupt — 
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jobs to a third of its staff. Moreover western 
firms can offer an aspiring young manager 
a career in whatever speciality he chooses. 
If he picks Goldman Sachs, a graduate can 
become a specialist in mergers and acqui- 
sitions, or bonds. If he joins a Japanese 
bank, he may start in one of its local 
branches. 

It is not just graduates of the best col- 
leges who will benefit from these changes. 
When only top-flight firms counted, a de- 
gree from a top college was vital. But cre- 
ativity, enterprise and business acumen are 
not necessarily fostered at such places. “Ja- 
pan is full of competent drop-outs,” says 
Yasuyuki Nambu, president of Pasona, a 
company that recruits and trains young 
professionals. Although a few Japanese 
firms have sought Pasona’s services, foreign 
affiliates can often make better use of Ja- 
pan’s diversity of young talent. 

Foreign firms also make more attractive 
employers for those middle-aged managers 
who do have useful expertise. When Sakie 
Fukushima, a headhunter at Korn/Ferry In- 
ternational, interviews a candidate, she ex- 
plains that foreign affiliates expect their 
managers to supply ideas and take respon- 
sibility for profits and losses—a pitch sure 
to appeal only to the adventurous. After al- 
most a decade of Japanese firms’ talk about 
an overhaul, foreign affiliates still account 
for more than 90% of all executive searches 
at both headhunters. 

For all its flaws, the Japanese system of 
job rotation and company-specific train- 
ing provided its firms with some advan- 
tages over western rivals. Unfortunately, it 
cannot survive in a world where capital is 
dearer and the future is more uncertain. 
Perhaps a few innovative Japanese firms 
will combine the best of both systems. But 
many in the West also seek an elusive third 
way. And thanks to all those western man- 
agement articles applauding Japanese 
business methods, the foreigners have a de- 
cade-long lead in finding a compromise 
between the two systems. 





Cendant 
Fallen star 


NEW YORK 


IONISED as a genius, Henry Silverman 
ran a firm that Wall Street labelled “the 
growth stock of the universe”. Now the chief 
executive of Cendant is fighting to keep his 
marketing empire, never mind his reputa- 
tion, from disappearing into a black hole. 
On July 14th Mr Silverman unveiled an 
accounting fraud of “historic proportions” 
at the company, whose franchises range 
from Avis car hire to the Ramada hotel 
chain. The story is far worse than he had 
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last year, Merrill Lynch stepped inandgave 
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| N 1847 Ernest Bourget, a composer of 
popular songs, refused to pay his bill 
| in the Ambassadeur café in Paris, which 
| was playing one of his pieces. “You con- 
| sume my music,” he declared, “I con- 
| sume your beverages.” Taken to court, he 
| won his case. He then set up the first of 
| the societies that to this day perform the 
| hugely complex task of collecting money 
| from every pub, club and radio station 
| which uses music, distributing it to those 
| whocreated it. Without this, much music 
| would not be written, which is why signs 
| that the system is beginning to unravel 
| arouse concern. 

| According to Roger Wallis of Lon- 
| don’s City University Business School, 
| Europe’s collecting societies work rather 
| like the postal system: one price for all 
| destinations, one administrative charge 
| for everybody. America’s are a bit differ- 
| ent: its three collecting societies compete 
| for members, and so give discounts to 
| those who generate the most business. 
America’s system is more efficient, in 
| that big earners do not subsidise small 
ones; but it can be confusing. That point 
was illustrated in a recent case against a 
New Jersey restaurant that had a contract 
only with BM1, one of the collecting soci- 
| eties. The pianist, following a request 
from a member of the audience, played 
“Zip-a-dee doo-dah’, composed by a 
member of ascap, another collecting so- 


He who pays the piper 


i 

| 

| 
ciety. An ASCAP employee in the restau- 4 
rant registered the incident. The restau- 
rant was sent a bill for $75,000 and 
settled out of court for $4,000. | 

Europe’s collecting societies are inef | 
ficient monopolies. Composers com- | 
plain constantly about them. Compe- | 
tition authorities prod them. But the | 
biggest threat comes from the consolida- | 
tion of the media business. Big record | 
companies have been eating smaller | 
ones; and the big fish want better terms. | 
Some have been threatening to bypass 
the system altogether. Meanwhile, they | 
have imposed a new deal, whose effects | 
are now being felt. The administrative | 
charges that collecting societies impose | 
on composers with big record compa- | 
nies are falling, from 8% to 6%;thosewith | 
small record companies are rising, from | 
8% to 15% in some countries. The Aus- 
trian society says it may have to raise | 
charges to 30% for its smaller members. | 
The new deal reflects more closely the 

real costs of collecting dues. Big record 
companies, publishers and composers 
will get richer, smali ones will get 
poorer—and some will go out of busi- 
ness. This worries some folk in the music 
industry. “For the vitality of the whole 
music business,” says Gunner Petri, chief 
executive of the Scandinavian collecting 
society, “the most important thing is to 
take care of the beginnings.” 
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suggested in April, when the scam was first 
noticed. Staggeringly, some 60% (or $235m) 
of last year’s profits at CUC, a group market- 
ing discount-shopping clubs into which 
Mr Silverman had backed his nrs franchis- 
ing business in December, were fictitious. 
cuc’s bag of tricks included disguising ac- 
quisition provisions made in earlier years 
as turnover from on-going business in or- 
der to boost profits. It also invented new 
customers for its clubs and pretended to 
keep departed ones. 


had even less of a chance, since Cendant 
continually muddied the waters through 
acquisitions. The group’s modishness as an 
unproven “virtual” company with few tan- 
gible assets made it all the more vulnerable 
toa backlash when investors became disap-: 
pointed. Although 1998 earnings have been 
downgraded by “only”: around 20%, 
Cendant’s share price has fallen by 60% (see © 
chart). Investors may well start wondering 
about management controls in other Inter- 
net growth stocks. 





Mr Silverman, who at 
one time could do no wrong 
on Wall Street, promised his 
adoring shareholders rapid 
growth; managers never 
questioned the stunning 
profits that Cuc was report- 
ing. The firm was in new- 
fangled markets such as In- 
ternet retailing, which Mr 
Silverman may never have 
fully understood and which 
he entrusted to cuc’s 
founder (now Cendant’s 


A depressed share price 
will stymie Cendant’s plans: 
for whirlwind acquisitions— 
most immediately, threaten- ` 
ing its $3 billion part-paper 
bid for American Bankers In- 
surance. Without a continu- 
ing stream of deals, and with 
Cendant's credit rating un- 
der threat, Mr Silverman’s 
claim that the firm can still 
achieve 20% future earnings 
growth sounds as hollow. as 
CUC’s accounting. 








chairman), Walter Forbes. 
Outside shareholders 
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How to unleash a brainstorm. 


Nothing has more impact on the balance sheet of an insu- bas 
rance company than good ideas. 

As a reinsurer, Swiss Re Life & Health offers clients the 
chance to transfer risk and improve capital efficiency. But 
just as important are the benefits of shared skills and ideas. 

We generate our know-how by means of extensive data 
gathering and intensive research on life and health issues. 

We enrich our findings with the insights of our own 
experts and external specialists from all over the world. And 
we share the resulting intelligence with our clients wher- 
ever it is needed via the Internet, software packages and in 
person. 

Apart from a global and customised research service, we: 
put our minds to specialist product design and develop 
training programmes to help clients enter new markets and — 
grow. . 
We've got some of the best ideas you'll ever have. To find — 
out how you can benefit from our way of thinking, j just 
pick up the phone. You might call up a storm. l 

If youd like more information about Swiss Re Life & 


Health, visit our Website — www.life. swissre.com — or fax 
+44 171 814 3014. 


Swiss Re Life & Health 
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-one of a.firm’s services would become cus- 
tomers for another, which was the big idea 
behind the cuc-HFs merger, has also taken 
a knock. So, indeed, has the merger itself— 
“possibly fatally. This week, a disgusted Mr 
Silverman hinted that large parts of cuc 
might be shovelled out of the door. Presum- 
ably hard on the heels of Mr Forbes—al- 
though he is unlikely to go quietly. Yet if 
HFS is left with little except its original ho- 
tel, property and car-rental franchises, its 





prospects for growth will hardly be stellar. 
As Cendant’s largest shareholder, Mr 
Silverman has every incentive to claw his 
way back. However, other investors should 
watch out that it is not at their expense. 
Cendant’s board is already talking about 
awarding itself a new slug of share options 
at the current low share price in order to 
retain key managers. Cendant’s other own- 
ers might wish they could wipe out their 
losses as easily. 
s 





European biotech 


Management shortfall 


BRUSSELS AND NEW YORK 


No sooner has Europe’s biotech industry begun to grow rapidly than a short- 
age of senior managers threatens to stunt it 


HAREHOLDERS are sweeping out 

managers of Britain’s biotech firms. In 
the past six months, five have ousted top ex- 
ecutives. One of them, Andrew Millar, re- 
search boss at British Biotech, was sacked 
after he disclosed that the firm had been 
too bullish about Marimastat, an anti-can- 
cer drug. On July 16th the firm said regula- 
tors might not accept data about the drug 
that Mr Millar had improperly published. 

In a sector as delicate as biotech, whose 
survival depends on long-term promises 

_and fleeting investor confidence, a lack of 
good management jeopardises the future 
of more than individual firms; it could 
damage the entire industry. Although con- 
tinental biotech companies are soaring on 
Europe’s high-growth stockmarkets, the lull 
in American and British biotech shares will 
inevitably spread to them. Having waited 
so long, continental Europe’s industry can 
ill afford to miss this chance. 

Lack of good science has never been a 
problem for Europe’s biotech industry. 
And the available venture capital has 
grown enormously in the past two years. 
According to Ernst and Young, a manage- 
ment consultancy, 385m ecus ($437m) of 
private investment poured into European 
biotech in 1997, raising the total number of 
firms by 45% from 1996, to 1,036. 

Most venture capitalists themselves act 
as. chief executives of new biotech firms in 
the early days. But because founding scien- 
tists often lack sufficient business nous to 
spot commercial opportunities, they are 
keen to find professional managers to re- 
place them before they go public. Head- 
hunters such as Bianca Coulter in Korn/ 
Ferry’s London office, and Marie-Caroline 
von Weichs, in Spenser Stuart's Frankfurt 
office, have seen their workload triple in 
the past 18 months. 

Running a biotech company is like 
managing other high-growth industries 
such as information technology, only 
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worse. For much of their first decade 
biotech firms live on promises rather than 
products, while their bright ideas make 
their way through pre-clinical and clinical 
trials. Sustaining investors and employees 
enthusiasm is a daunting task. 

Even after a triumphant clinical trial, a 
firm can falter if it loses its grip on its intel- 
lectual property, fails to satisfy regulators or 
loses investors’ favour.. Worst of all, a 
biotech manager must cope with his own 
free-wheeling researchers. Paul Haycock, a 
venture capitalist with Apax Partners in 
London, says: “Managing scientists is like 
trying to train cats with a whip. They’re 
never really under control.” 

The best—but scarcest—source of man- 
agement for biotech start-ups is industry 
veterans. In Britain, which has a five-year 
lead on the continent, executives move 
from older biotech companies to newer 
ones, something common also in America. 
Managers from Celltech, for instance, have 
gone on to start or to: run smaller opera- 
tions such as Hexagen and Quadrant. But 
the continental European industry is too 
new for this. Not only is it difficult to lure 
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chief executives from thriving firms. me 
headhunters also balk at poachi 
management from one struggling sta : 
to head another, for this may damage 1 e 
reputation ofall biotech firms: => =o 
They have less compunction about “lib- 
erating” executives from the tradition 
drug industry. In Britain, there is a wi 
worn path between drug giants such a 
SmithKline Beecham and Glaxo Wellcom 
and executive and non-executive’ slo! 
biotech: boards. This is rarer in Gern 
where company loyalty and risk-avet 
has: largely kept pharmaceutical managers. 
out of biotech. But such traditions: are: 
changing. At the end of 1997, Peter Stadler: 
became chief executive of a Cologne start- 
up, Artemis, after 20 years as head of opera»: 
tions at Bayer. He promised not to pinch 
Bayer's. staff, but has since been. ap- 
proached by other executives from Switzer- 
land and Germany. Managers stifled by 
big-company bureaucracy or unsettled by 
drug mergers may follow his lead. 
Although these defectors bring contacts 
and a close knowledge of the inner work- 
ings of the drug industry, they often strug- 
gle in the informal, more Spartan. atmo- 
sphere of a biotech start-up. Indeed, those 
whose only experience of raising money is 
to request a few million from the finance 
director can harm a fledgling company. 





Executive research 
Where else to turn? Biotech entrepreneurs ` 
who look to America’s larger biotech sector 
for management are likely to be disap- ` 
pointed. Many small American: biotech 
firms are suffering a managerial crisis tao. 
Robert Esposito, of KPMG Peat Marwick, 
another management consultancy, esti- 
mates- that only a quarter of American 
firms have a full complement of managers 
in finance, marketing and science. 

In any case, with ample opportunities. 
at home, why should American managers 
venture to Europe? Certainly not for the 
lower salaries or higher capital-gains taxes 
in Germany and France, or for the frustra- 
tions of Europe's restrictive labour laws 
and slow business culture. Language can 
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also be a barrier for foreign executives, par- 
ticularly in Germany. Although English is 
the language of science, most biotech firms 
operate in their native tongue. According to 
Gregor Ceves, a scientist who heads IDEA, a 
Munich biotech firm, English-speaking 
managers risk alienating staff and stifling 
their more junior, less fluent employees— 
which is why European firms are courting 
their expatriates working in the American 
biotech industry instead. 

Biotech managers can also suffer per- 
sonal problems when transplanted to Eu- 
rope. Although Ms Coulter says her recruits 
are so focused on science that they scarcely 
notice if they are in Sheffield or San Fran- 
cisco, their spouses and children do. 
Therexys (now called Cobra Therapeutics), 
a Keele-based gene therapy firm, lost an 
American candidate for chief executive 


when his daughter refused to move. The 
firm has since appointed David Bloxham, 
chief operating officer at Celltech. 

Simon Moroney, a New Zealander who 
heads MorphoSys, a German firm, predicts 
that, barring an economic slowdown that 
frees up more managers, the European in- 
dustry’s bind will last three more years. 
Consolidation in the industry will release 
some talent, but Mr Esposito thinks special- 
ists will have to be brought in from other 
fields, such as information technology. 
Venture capitalists and headhunters hope 
training initiatives to teach young scien- 
tists business skills may also bear fruit. 

The worry is that managers will arrive 
too late to prevent the disappointments 
that can drive investors away. If that hap- 
pens, continental Europe’s biotech firms 
will have missed the boat again. 

—s 





Business locations 
The Irvine wives 


LOS ANGELES 


Firms are lured to Irvine, California, because it is an immaculately controlled 
environment. It is also a little bit sinister 


INCOLN MERCURY, Ford’s most lack- 
lustre division, is hardly known for its 
foresight. The joke used to be that the com- 
pany’s cars were driven exclusively by peo- 
ple’s fathers. Now they are driven exclu- 
sively by their grandfathers. Yet in moving 
its headquarters from Detroit to the Irvine 
Spectrum—a decision that was imple- 
mented on July 14th—Lincoln may have 
backed something with more ofa future. 
The 5,000-acre Spectrum, which sits in 
the heart of Orange County, at the intersec- 
tion of two freeways, is one of America’s 





Corporate America liked Stepford too 
68 


most successful business parks, outdoing 
such rivals as North Carolina’s Research 
Triangle in everything from office space to 
employees. The Spectrum boasts 20m 
square feet of commercial space, more than 
the whole of downtown San Francisco. It is 
home to 44,000 employees and 2,200 com- 
panies, most of them high-tech start-ups 
(see chart on next page). 

Creating successful business clusters is 
the philosopher's stone of developers. Why 
has the Spectrum succeeded where so 
many others have failed? Locals thank the 





weather. But the same weather has hardly 
turned South-Central Los Angeles into a 
business Mecca. They are also full of praise 
for the University of California’s Irvine 
campus. But uci is hardly Stanford or 
Berkeley. Transport has a lot to do with it. 
From the roof of the arar building in the 
Spectrum you can see 26 lanes of freeway 
and 22 lanes of arterial roads. But what 
matters more than roads is something that 
has fallen into disrepute: planning. 

In the Irvine Spectrum the planning is 
so meticulous that it conjours up images of 
the “Stepford Wives”, a film about subur- 
ban America in the 1980s. The business 
park is but a small part of a gigantic “Mas- 
ter Plan” that was drawn up in 1966 by the 
Irvine company, a private developer that 
owns a fifth of Orange County. The com- 
pany could have made a killing when LA 
began to sprawl southwards into its land. 
But instead it decided to create something 
as different from LA as possible. It studied 
urban developments around the world— 
particularly Britain’s garden cities—and 
came up with a detailed plan for what it 
calls “orderly growth”. Donald Bren, a bil- 
lionaire who took control of the Irvine 
company in 1983, is second to none in his 
enthusiasm for the Master Plan. 

The Spectrum is one of the company’s 
three successful business parks. (A fourth is 
being built next to the university.) But the 
company is just as keen on planning hous- 
ing, schooling, shopping and recreation, 
and it does so with an attention to detail 
that makes Singapore's Senior Minister, 
Lee Kuan Yew, look sloppy. 

The local houses are built around vil- 
lage greens; there are shops within walking 
distance. In La Tudor manor houses jostle 
with mock Byzantine temples; in Irvine 
you can find yourself in the wrong house 
unless you check the number first. The 
Spectrum’s streets (which rejoice in names 
such as “Enterprise”, “Fortune” and “Tech- 
nology”) are lined with mature palm trees 
that Mr Bren personally selected. Anyone 
who puts up a neon-sign bearing his com- 
pany’s name, or paints his building any- 
thing other than white, is reminded of the 
Irvine company’s “rules and regulations”. 

Business people are usually disdainful 
of bureaucracy and you might expect that 
they would chafe at such restrictions. In- 
stead they seem to love them. When the 
Spectrum opened in the early 1980s it 
found its first customers among the Japa- 
nese, precisely because it offered such an or- 
derly environment. The then head of 
Toshiba told the Irvine company that one 
of the things that led him to invest $100m 
in the Spectrum was the certainty that no- 
body would build a monstrosity opposite 
his building. Another 32 Japanese compa- 
nies have come to the Spectrum. 

But Americans seem equally enthusias- 
tic about micro-management. Henry Nich- 
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olas, the boss of Broadcom Corporation, a 
chip maker that has just had a successful 
public flotation, gives several reasons why 
Irvine's obsession with planning is good 
for business, reasons that are echoed by oth- 
ers around the Spectrum. 

One is that it helps in recruiting people 
from abroad, now a condition of survival 
in the high-tech world, Foreigners who as- 
sociate southern California with strip 
malls and drive-by shootings are com- 
forted by Irvine. The villages look almost 
European. The schools have the highest sat 
scores in California. The place is so orderly 
that the police break up teenage parties in 
private houses at midnight. 

Another is that it makes the future less 
uncertain. So far the company has put the 
pieces of the Master Plan in place with an 
almost eerie smoothness, even continuing 
its orderly growth during the recession of 
the early 1990s. The company has long 
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ning because it leaves him with less 
The place to be to worry about. He wants to concen- 
open eee trate on running Broadcom—and 
Was CM innatos employee | the Irvine company removes 

1996 1992-96* 1996, $ distractions. 
Software 4,300 23 59,000 The company’s biggest public-re- 
Computer hardware 7,200 6 51,600 lations problem is that people are 
Medical devices 5,000 3 42,000 forever bringing up George Orwell’s 
Biotechnology 2200-13 50,000 | “1984”. “The Truman Show”, a film 
_ Soure The vine Company ‘Average onnval | that features a squeaky clean town 





promised shops and cinemas as soon as 
there was enough demand; sure enough, in 
1995 the Spectrum got a shopping mall 
complete with a 21-screen multiplex. 

In Silicon Valley companies are contin- 
ually whingeing about gridlocked roads 
and sky-high property prices. The Spec- 
trum is set to double its size before it is fin- 
ished; and the Irvine company is deter- 
mined to keep a balance between business 
and housing. Mr Nicholas welcomes plan- 


that turns out to be the plaything ofa 
megalomaniacal television producer, has 
not helped. Locals point out that Orange 
County has other landlords, and that local 
towns had their own characters long before 
the Master Plan. But for all its success, the 
Spectrum remains rather spooky. Lincoln 
Mercury suffered because it insisted on 
making cars for ageing mid-westerners. The 
danger now is that it will start making cars 
for the Stepford wives. 

a —— 





Flint sparks fly 


DETROIT 


HIS should be the best of times for 
General Motors: having freshened up 
with a two-week summer holiday, it 
would normally be preparing for the 
| launch of next year’s models. Instead, 
` roughly 175,000 workers are idle and 26 
of Gm’s 29 North American assembly 
plants have been closed by a bitter strike 
at two component plants in Flint, Michi- 
gan. On July 14th GM reported that its sec- 
ond-quarter profits were $389m, a fifth of 
what they had been a year earlier. 

A hint of desperation has crept into 
GM's negotiations. After talks with the 
United Auto Workers (uaw) union ap- 
peared to break down at the weekend, Gm 








sought legal arbitration to end the strike. 
The firm argues that strikers are breaking 
a clause contained in an agreement with 
the uaw that dates back to 1996. While de- 
clining to grant Gm’s request that the ar- 
bitration should begin immediately, a 
federal judge nevertheless urged the two 
sides to set a date. 

Then again, desperation may be in op- 
der. The strike is costing GM something 
like $400m a week. Moreover, unless 
American workers return to the line soon, 
it will threaten what one manager calls 
“the biggest launch of the decade”. 

This is the Gmr8oo, the firm’s new 
sport-utility vehicle. When urban Ameri- 
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| 
cans began falling for light trucks in the | 
late 1980s, GM’s competitors were quicker | 
to recognise the trend. Recently, however, | 
GM's C/K pickups, based on an 11-year-old 
model, have come into their own. Its new | 
launch will replace that light truck and | 
become its main offering in the segment | 
that now accounts for nearly half the 
American market. 

GM makes more than $4,000 profit 
on each full-size pickup it sells. A dispro- 
portionate share of its total profits comes 
from pickups and other light trucks. And 
because the new light truck is both full of 
new features and also cheaper to make, it 
should be even more profitable. 

Hence the worry about a delay. The 
GMT800 is due in September. Although 
the company has managed to keep open 
one plant that makes the new pickup—in 
Oshawa, Ontario—three others in the 
United States are out of action. Even the 
Canadian plant will begin to run out of 
components within a few days. GM is 
struggling to find other suppliers, but few 
expect it to be able to lay its hands on 
enough of what it needs. Perhaps 1,000 of | 





the new pickups have been built—not | í 


enough to support a launch. 

A delay would cause an immediate | 
loss of sales to buyers unable or unwilling 
to wait. But it might also have longer-term | 
bad effects. Already, advertising for the | 
new launch is being disrupted; and 
Toyota is launching its own new—Ameri- 
can-made—sport-utility vehicle in the au- 
tumn. Ron Zarella, GM’s marketing chief, | 
suggests it will be hard to win back mar- 
ket share lost due to the strike. Such a mes- 
sage is, of course, directed at the strikers. It 
may also be true: once buyers defect from 
GM they seem to show little inclination to 
return. And fewer sales mean fewer jobs. 
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INSHIP is still one of the commonest 

passports to the boardroom. It was his 
father’s name over the door that brought Mi- 
chael Smurfit to Jefferson Smurfit in 1955. 
Yet, in a most unfamily-like manner, he 
urged his father to cede control of the Irish 
paper firm in a public flotation. Later he ex- 
panded it through a series of acquisitions. 
The most recent was in May, when its Ameri- 
can arm merged with Stone Container Cor- 
poration, which makes cardboard. After 40 
years’ work, Mr Smurfit is chief executive of 
a thoroughly modern multinational with 
| Operations in 27 countries. Even so, when it 
comes to the succession, Mr Smurfit feels the 
tug of the family as keenly as his father did. 

Mr Smurfit’s problem is that, strictly 
speaking, it is not in his gift. The company 
has a market capitalisation of IR£2 billion 
($2.8 billion). Mr Smurfit controls only 7% of 
the shares; other family members have a fur- 
ther 2%. On the other hand, Smurfits still loom large in the upper 
reaches of the firm. Michael's brothers, Alan and Dermot, are 
deputy chairmen, in charge respectively of Latin America and of 
sales and marketing. His son Anthony is also on the board, as 
boss of Smurfit France; a younger son, Michael, is working for 
Jefferson Smurfit’s American arm. 

For most of the firm’s history, the balance between capital 
and kin has rarely been an issue. Mr Smurfit, like his three broth- 
ers and three sisters, started working at the firm during the 
school holidays. After a brief sortie running a small paper com- 
pany in England, Mr Smurfit was summoned home as a director 
in 1964. He became chief executive in 1977. His father laid the 
foundations, he says, but he has built the house. Success has cre- 
ated reasons for Mr Smurfit to be unsentimental about his roots. 
He left Ireland for Monaco (where he is the honorary Irish con- 
sul) to avoid tax, but readily acknowledges that his true home is 
on an aeroplane. 

The break with his father’s methods came early. The older Mr 
Smurfit, a former tailor whose feel for machines had guided him 
through the mechanics of cardboard corrugators and folders, 
had little time for corporate theory. Mr Smurfit, who had 
schooled himself in business methods 
by reading in bed during a long illness, 
suggested that in an industry plagued by 
periodic overcapacity, a company 
would do better to grow by acquisition 
than by building more machines. His 
early success set the pattern for Jefferson 
Smurfit’s expansion, which has never in- 
volved simply building new machinery. 

Among paper makers Mr Smurfit is 
admired for his instinctive feel for the lo- 
gistics of cardboard and the rhythm of 
the whole industry. Packaging depends 
closely on the vigour of the world econ- 
omy, since many objects being traded 
are sent on their way in cardboard boxes. 














Blood and stock 


Michael Smurfit has built a successful firm that combines family control with public 
ownership. The arrangement is unlikely to outlast him 


petitors straightforward, saying that “the 
only way to make money in this business is 
to do things at the bottom of the cycle.” But 


spect, when it is clear that paper prices really 
have hit the bottom. In a falling market, new 


and financial quagmire. 


Abit of both worlds 


those school holidays spent beside the 
corrugators were not wasted. But those in- 
stincts have been able to play their role only 
thanks to the security that a family-run com- 
pany provides. Mr Smurfit is free from a 
chief executives normal irritations—a 


plots among executives down the corridor. 
In a sense, he has had the best of both 
worlds: a publicly owned firm’s ability to raise capital, com- 
bined with the security ofa family-controlled one. 


It is hard to see how that combination can persist. The yearn- | 


ing for a Smurfit to succeed is strong. Neither Anthony Smurfit 
nor his younger brother Michael “is enfranchised”, says the 
chairman, “but nor are they disenfranchised.” When he reaches 
retirement age in four years’ time, Mr Smurfit observes, his son 
Anthony will be 38—the age, he muses, at which Edgar 
Bronfman succeeded his father at the top of Seagram, and con- 


siderably older than Lachlan Murdoch, already nominated as | 


the moment to buy is obvious only in retro- | 


acquisitions risk becoming a managerial | 


Sound instincts help to explain how Mr | 
Smurfit has been able to take such risks—all | 








threatening board, restive shareholders, | 





heir to his father Ruperts media empire. Of course, he adds, | 
whether one of his sons takes over will depend on what they | 


want—he won't simply issue an order, as his father did to him. 


It ought to depend on the feelings of more than just the | 
Smurfits, whether young or old. Mr Smurfit surely knows thathe | 


cannot switch between the norms of public and private compa- 
nies as it suits him. Yet if there is one vice typical of many family 
owners that Mr Smurfit has displayed, it has been to ignore other 
shareholders, giving them little information and few opportuni- 
ties to meet managers. Jefferson Smurfit went public in 1964, but 
power and information have been concentrated at the top. De- 
spite its relatively stable performance 
through the industry's ups and downs, 
the firm’s shares have until recently 
traded at a lower multiple than those of 
its competitors (see chart). 

Part of the recent improvement is 
down to Mr Smurfit’s new investor-rela- 
tions staff, who have persuaded him that 
there is more to winning the markets’ ap- 
proval than simply showing a good set of 
accounts. He has been doing the rounds 


views. Yet putting over the story of a na- 
tional family firm becoming a modern 
international powerhouse is a piece of 
cake. The pitch for the hereditary princi- 








He calls his strategy to buy troubled com- 


ple will be a much harder sell. 


of shareholder meetings and press inter- | 
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Meet the riskmongers 


Big companies now talk about ‘‘managing” their risks instead of 
insuring them. Where does that leave insurers? 


YA ȚHEN bad news strikes, it is usually 

out of the blue. Bosses at Pearson, a 
British media giant (and part-owner of The 
Economist), woke up one winter morning 
in 1997 to learn that an employee at Pen- 
guin, its American book-publishing subsid- 
iary, had been defrauding the company to 
the tune of $171m. The company’s insurers 
balked. To this day they are arguing with 
Pearson over whether its insurance policies 
covered the losses or not. So Pearson de- 
cided that there must be better ways of deal- 
ing with risk than to insure against it, And it 
shows: today the company spends about 
half as much in premiums as it did three 
years ago. 

Pearson is not alone. More and more 
big: companies are trying to take a compre- 
“hensive look at the risks they face. By treat- 

ing them as parts of a single portfolio, they 
hope to stop buying separate insurance 
policies to cover each potential loss. Ulti- 
mately, they hope to manage their risks 
with little or no outside insurance at all. 

This would seem old hat in the banking 

world. There, mathematical types have 
‘spent the past decade figuring out what 
might happen to the value of a given secu- 
rity—or of an entire portfolio—iff say, oil 
prices were todouble or a key computer sys- 
tem were to crash. These risk models are de- 
signed to tell bosses how much the bank 
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might lose from an unex- 
pected event, and thus how 
much capital they might need 
to deal with it. 

A critical part of model- 
ling involves determining 
how closely changes in the 
value of one asset tend to track changes in 
the value of another. If different assets are 
unlikely to take a beating simultaneously, 
or if price falls in some tend to be offset by 
rises in others, the bank’s overall risk may 
be low even if the potential loss on each in- 
dividual class of asset is high. 

The easy-sounding label for this think- 
ing is “portfolio theory”. But putting port- 
folio theory to work in banking, in which 
potential gains and losses are relatively 
easy to quantify, has still proved quite 
tricky. And the even harder question non- 
financial companies are now grappling 
with is whether they can apply a similar 
idea to broader business risks—ofa scandal 
diminishing a brand’s value, say, or of a fac- 
tory catching fire-that are inherently 
much harder to measure. 

One of the pioneers in this is Duke En- 
ergy, an electrical and gas utility based in 
North ‘Carolina. Duke's risk managers are 
currently designing a model that examines 
different types of risk together: movements 
in exchange rates, changes in raw material 
prices, downtime caused by distri- 
bution failures and so on. This is 
supposed to. produce an “aggregate 
loss distribution”, which estimates 
the likelihood that several events 
could happen at once and sink the 
company. With this better under- 
standing of the company’s aggregate 
risk, Duke’s managers can make a 
more informed decision about how 
much of this potential loss should he 
absorbed by shareholders, how 
much hedged in the financial mar- 
kets and how much transferred to 
insurers. 

Risk Management Solutions 
Duke’s portfolio model, has already 
written similar software for Kajima, 





(RMS), a consultancy that is building: 
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a Japanese construction company, and 
Enron, an American energy firm which © 
uses portfolio models in deciding whether 
and how to-insure large projects: Even if 
some risks are hard to quantify, says Tom 
Hutton, rms’s chief executive, they can still 
be included in a portfolio on qualitative. 
grounds, so as to give better insights intoa 
company’s overall risks. 

So far, nobody has managed to 
crystallise all ofa big company’s risks intoa 
single model, but risk management is 
clearly heading in that direction. Already 
many firms are trying to identify particular 
risks that may offset each other. Often these 
“natural hedges” are discovered by acci- 
dent. A Californian telecoms company, for 
instance, thought it would lose heavily 
when a 1994 earthquake destroyed unin- 
sured telephone masts along the San- 
Andreas fault line—but it found. these 
losses were outweighed by windfall reve ~ 
nues, as worried families started calling re 7 
atives. Similarly LVMH, a French luxury- 
goods firm, reckons: that losses: in ‘its 
Japanese warehouse from the Kobe earth- 
quake were more than paid for by the binge 
of brandy drinking that followed. ` 

Firms that spot such natural hedges can 
save a packet-in insurance premiums. Brit- 
ish Petroleum thinks it can now do this so 
well that, except where required by law, it 
buys no coverage from insurers. “They 
don’t have much to offer,” says Henry 
Labram, BP's risk manager. 


Innovate or die 
The upshot of using some risks imone busi- 
ness to hedge others is that insurance 
against particular perils, such as earth- 
quakes, becomes less necessary. That is:ter- 
rible news for insurers of large commercial 
risks, who stand to lose alot of business: ~~ | 
This is already happening in the tradi: 
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tional property and casualty (rac) lines of 
insurance. Many large companies pool 
their pac risks internally, in so-called “cap- 
tive” insurance subsidiaries, instead of buy- 
ing insurance from third-party, commer- 
cial insurers. These captives are, in a way, 
risk portfolios. But they cover only a lim- 
ited assortment of risks—that a chemical 
shipment will spill, say, or that a worker 
will have an accident. The new internal risk 
models go even further by incorporating 
business, operating and financial risks well 











Multiplicity 


HICH would you prefer: “ 

an annual salary of$im, ya 
ora starting weekly salary of a 
cent that doubles every week § 
during the year (ie, two cents 
in the second week, four in 
the third and so on)? If you 
chose the first option then please 
sit down before reading on. The sec- 
ond salary package, starting on a cent a 
week, would give you a total annual sum 
of no less than $45 trillion. 

This is an extreme example of the age- 
old. concept of compound interest, 
where interest payments on a deposit 
themselves earn interest: A similar prin- 
ciple applies when annualising monthly 
or quarterly economic data. For in- 
stance; consumer prices rose by 0.3% in 
America in May. So that implies an an- 
nual rate of 3.6%, right? Wrong. To 
| annualise a monthly figure you cannot 
| just multiply by 12. Instead, each 
| -month’s increase must be compounded. 
“The correct answer in this case is 3.7% 
(1.0032), 

When inflation is low, as in this case, 
it makes little difference, but in a country 
with hyperinflation the scope for error is 
huge. For example, inthe 1980s Argenti- 
na’s. consumer prices were rising by 50% 
a month. The annualised inflation rate 
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~ beyond traditional pac coverage. That de- 


prives insurers of even more premiums. 

There are, however, some insurers for 
whom their clients’ new risk culture is an 
opportunity, not a threat. That is because 
companies taking a portfolio approach to 
risk may still be interested in transferring 
that risk, but in a different way. Many will 
want to cap the net risk of a basket of expo- 
sures, if not individual risks such as fire or 
fraud. What they will demand, in other 
words, is portfolio insurance. 

In theory, that should not be a problem. 
“Everything is insurable at the right price. 
Uninsurable risk is only heretofore unin- 
sured risk,” says Hugh Rosenbaum of 
Tillinghast-Towers Perrin, an actuarial con- 
sultancy. Pioneering insurers are already 
working on it. XL, a Bermuda-based in- 
surer, has probably gone furthest by offer- 
ing to insure clients’ profits and net worth, 
which in effect amounts to insuring their 
overall risk portfolio. Others are one step re- 
moved, selling so-called multi-line policies 
that kick in only when several risks, such as 
a storm, a fall in the price of a commodity 
and a lawsuit, all coincide. 

But most commercial insurers are not 
pioneers. As a result they are falling out 
with their clients. “Traditional insurance ts 





was not 600%, but a much scar- 
ier 13,000%. 

An easier way to calculate 
æ annual rates of change is 
& simply tocomparea price in- 
f dex or the value of output 
id with its level of a year ago. But 
* the two methods should not be 
mixed. A story in the Financial 
Times last month reported that Germa- 
ny’s GDP growth had quickened to 3.8% 
in the year to the first quarter from 2.4% 
in the year to the fourth quarter. The 
same article reported that France's GDP 
growth had, in contrast, slowed in the 
first quarter to 0.6%, from 0.8% in the 
fourth quarter. 

The first problem for the innocent 
reader is that France’s growth, unlike 
Germany’s, was not expressed at an an- 
nual rate (that would show a slowdown 
from 3.2% growth to 2.4%). But second, 
even if it had been, comparing quarter 
on quarter changes with changes on a 
year ago is misleading. Indeed, if the au- 
thor had instead taken year-on-year 
growth figures for France they would 
have shown that its growth rate, rather 
than slowing, had actually increased to 
3.4% in the first quarter, from 3.0% in the 
fourth quarter. A clear case of com- 
pounding the confusion. 








being sidelined because it doesn’t gives us 
what we need any more,” says Keith Barker, 
Pearson’s risk manager. Shy about insuring 
new and unfamiliar types of risk, old-style 
insurers prefer to give their habitual re- 
sponse to new developments: they pooh- 
pooh them. Four decades ago, they laughed 
at self-insurance through captives; today 
the number of captives tops 4,000. A few 
years ago, they dismissed the securitisation 
of risk into bonds that investors can buy 
and sell; today hardly a month goes by 
without a new insurance-bond issue. Port- 
folio theory? Don’t even ask. 








Indonesian banks 
Tough choices 


JAKARTA 


VEN with the fierce competition from 

its neighbours, Indonesia would prob- 
ably walk away with the prize for Asia’s 
most desperate banking system. Of more 
than 200 local banks, a mere handful are 
still solvent. There. is. general agreement: 
that most banks ought to be closed down, | 
leaving the country with far fewer, but 
stronger lenders. But nobody is sure how to 
manage this without destroying. whatever 
confidence remains.in the healthy few. 

Indonesia’s banks have been crippled 
bya virulent strain of the malaise afflicting 
East Asia: a currency, the rupiah, that has 
fallen morethan 80% against the dollar ina 
year, and hugely increased the cost of ser- 
vicing foreign debts; a collapse of the real 
economy, leading to a growing garbage- 
heap of bad loans; a burst property bubble, 
which ‘alone has left Indonesian banks 
with $7 billion in defaulted loans; and sky- 
high financing costs as interest rates have 
soared to protect the currency and contain 
inflation. Among the few beneficiaries of 
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the turmoil. have been Jakarta’s foreign 
banks, one of which reports a quadrupling 
in size since last year. 

The Indonesian Bank Restructuring 
Agency (IBRA), set up in January to clean up 
the mess, found that the quality of banks’ 
assets had deteriorated even more than it 
expected. But what to do about it? The most 
obvious option, to liquidate troubled 
banks and sell off their assets, is not easy. 
Last November, as part of Indonesia’s first 

stab at an imFled rescue, 16 banks were 
closed down. The result was a runon most 
other banks as well. 

In retrospect, say some bankers, either 
amost banks should have been shut, or none 
at.all. Now, further closures will have to be 
accompanied by a switch of depositors’ 
funds to government-owned banks. But 
with confidence so low, that might not pre- 
vent another rush to withdraw money. In 
spite of a government pledge to guarantee 
deposits, there was a run in May on the 
country’s largest private bank, Bank Cen- 

tral Asia, because of its links with former 
President Suharto, forcing the bank under. 

Amore likely option would be to set up 

a “bad bank” to take on duff loans, allow- 

-ing the banks’ healthy remnants to merge. 
But, as in other countries such as Thailand, 
disposal of the assets is made a lot harder 
by the dire state of the local market, and by 
the inadequacy of existing bankruptcy and 
foreclosure procedures, And despite much 
talk of bank mergers, few have actually 
taken place. 

The third option is for the government 
to persist with its current approach: print- 
ing money to keep the banks afloat, in the 
hope that something will turn up to im- 
prove their prospects. The finance ministry 
has already halved the proportion of their 
assets that banks need to hold as capital, to 
4%, half the minimum laid down by the 
Bank for International Settlements. Even 
so, it has had to inject nearly $10 billion 

into local banks. But, to obey IMF strictures, 
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HANOI 


HE Vietnamese certainly have a curi- 

ous sense of timing. After more than 
five years of talk, and in the midst of a 
huge regional economic crisis, the coun- 
try’s communist leaders have at last 
cleared the way for the opening of a pilot 
stockmarket in Ho Chi Minh City by the 
end of the year. Local securities firmsand 
foreign joint ventures will be licensed to 
buy and sell shares and bonds, and for- 
eigners will be allowed to own shares in 
| listed companies, subject to limits that 
| have yet to be announced. 
So far, so good. There is just one prob- 
| lem: it is hard to spot more than three or 
| four companies that might be in a posi- 


tion to list on the market. Vietnam’s pri- 
vatisation programme has not set 
records for speed; since 1993, only 29 of 
5,800 state-owned companies have been 
partially sold off. And most of these, such 
as the Ho Chi Minh City Bee Honey 
Company or the Haiphong Bus Com- 
pany, are too small to list, and would be 
hard-pressed to produce audited ac- 
counts. Only a handful of private compa- 
nies come anywhere near meeting inves- 
tors’ normal requirements. 

Ironically, the Asian crisis may have 
| made it easier for Phan Van Khai, the 
prime minister, to sell the idea of a stock- 
market to harrumphing colleagues. The 
fourth party plenum, which met late last 
year, emphasised the importance of 


The Ho Chi Minh trial =- | 





the government is having to re-absorb most 
of this extra liquidity. That keeps interest 
rates high (over 50% for a one-month de- 
posit) and the economy on the floor. 
Salvation may lie in foreign investors, 
who are observing the walking wounded 
with interest. But they will buy only when 
prices seem to have hit bottom, and when 
they are assured of political stability. The 
cost of maintaining the banks’ life-support 
system in the interim could jeopardise eco- 
nomic recovery for years to come. 
A 





Russia and the IMF 


To the rescue 


e 
Moscow 


T WAS a typically Russian sort of cliff 
hanger. On the evening of Sunday, July 
12th, it seemed that the Moscow markets’ 
six-month-old slide might turn into a crash. 
In the previous ten days, the central bank’s 
reserves had-shrunk from $15.1 billion to 


~ $13.5 billion as it struggled to support the 





“mobilising internal resources” as Asia 
slumped. The government hopes that a | 
securities market will lure out some of | 
the dollars and gold that the Vietnamese | 
keep stuffed under mattresses and away | 
from banks. | 

But a stockmarket alone will not be | 
enough to revitalise Vietnam’s economic 
prospects. A downgrade of Vietnamese 
bonds.and bank deposits on July 9th by `: 
Moody’s, a credit-rating agency, reflected. 
growing concern about medium-term 
economic stability, and fears of a crisis 
among debt-laden. commercial banks. 
“You can ask whether: taking the best fi- 
nancial brains in ‘the country and, 
putting them to work on a stock ex- 
change was the best use of resources,” 
says one foreign banker in Hanoi. Those 
brains, he suggests, might have been bet- 
ter employed working out how to fix 
Vietnam’s rickety banks. 





rouble; the privatisation of Rosneft, a giant 

oil concern, had been postponed, dashing: 
the government's hopes of raising a quick 

$1.6 billion; and, worst of all, talks between 
Russia and the mF had failed to reach a 
conclusion. == =S 

Yet by the following afternoon, the pic- 
ture had been transformed. A triumphant- 
Anatoly Chubais, Russia’s chief negotiator 
with the imr and the World Bank, unveiled 
details of a rescue package which (in part 
because. of artful presentation) exceeded 
market expectations. The plan called for 
$11.2 billion in additional financing from 
the Fund, of which $5.6 billion would be 
disbursed almost immediately. By the end 
of next year, Russia should have received 
$17 billion in new money from the mg, the 
World Bank and Japan—or $22.6 billion if 
funds agreed earlier are included (see table 
on next page). 

Equally spectacular was Mr Chubais’s 
proposal to allow jittery investors in Rus- 
sia’s short-term debt market a graceful exit. 
Holders of Gkos—Russian treasury. bills— 
are being invited to convert them into 
longer-term, . dollar-denominated Euro- 


THE ECONOMIST TULY 189 H-1908." 


issued y 


regulated by 


Membe 


Secondary offering 


US$6.9 billion 


Joint Global Coordinator and Bookrunner 


Spain 


INTERNATIONAL 
Powernet 
Financing the acquisition of the State of 


Victoria's electricity transmission network 
US$1.3 billion 
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Australia 


INDE CK 
hase NIG Energy, inc. 


Enfield Energy Centre Ltd 
Project financing of a 396MW 
merchant CCGT power plant 

£220 million 


-COE 


Sale of 66% stake in Coelba to a 
consortium led by Iberdrola 


US$1.6 billion 
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Sale of stakes in four electricity 
distribution companies 


CAESS, CLESA, DELSUR & EEO 
US$586 million 


Financial Adviser 
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Financing of the retrofit and upgrade of 
an 800MW coal-fired power plant 
HUF45 billion 
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Hungary 


Southern Energy Holding 


Acquisition of a 26% stake in Bewag 
and related financing 


DM1.1 billion 


Beijing Datang Power 
Generation Co. Lid 


First Chinese state-owned enterprise 
to list its H-shares in the UK 


US$462 million 


Joint Lead Manager and 
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£646 millior 
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Privatisation of the generation, 
transmission and distribution assets 


US$1.4 billior 
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Argentina 


Kyushu Electric Power Company 


1996- 1997 


Bearer Bonds 
DM 500 million 
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long-distance, and Internet services, but our careful planning and phased implementa- 
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bonds with the spread to be set at auction. 

Thanks to the rescue package, the Russian 

: authorities also felt able to announce, with 
Aordly self-confidence, that they would not 
need to raise any more short-term funds 
any time soon. The financial markets re- 
acted exuberantly. 

Ironically, the attractiveness of the offer 
to:swap Gxos for dollar bonds will be re- 
duced because one of the main incentives 
for such a move—fear of a rouble devalua- 
tion—has been virtually eliminated. On 

“this point, Mr Chubais himself seemed to 
nail his colours to the mast. “Devaluation 
would be a very serious blow to the bank- 
ing system, and to the Russian population, 
and there is no need for it,” he insisted. 

The vulnerability of the country’s com- 
mercial banks has been underlined by the 
initial conclusions of a group of experts 
who have been studying the balance sheet 
of Tokobank, once a model of Russian. fi- 
nancial success, but now in central-bank 
administration. About half the bank’s loan 
portfolio seemed to be non-performing, the 

















auditors concluded. If this is typical, then 
Russian bankers’ dread of devaluation is 
understandable. 

In the longer term, international res- 
cues will not be enough to counter the 
downward pressure on the rouble unless 
deep structural reforms are also under- 
taken. Hence the boldness of the economic 
targets in the 1mF-sponsored package: the 
budget deficit is supposed to fall to 2.8% of 
GDP next year, down from 5.6% this. year. 
The government insists this is achievable 
by streamlining and enforcing the tax code, 
and by cutting expenditure—even in sensi- 
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- lose even more from the new reforms. If 
-they really have said yes, this may have 



















tive areas such as defence and subsidies to’ 
the regions. If the Duma proves unco-oper- 
ative, says Mr Chubais, tax reforms will be : 
pushed th see by decree. 

Bolder still is the government's claim to. 
have won approval for the plan from re- 
gional governors, who were already 
screaming for more subsidies and could” 


been part of some political bargain who: 
details have yet to emerge. 

At the very least, the imr-led rescue be 
staved off the nightmarish possibility. of. 
Russia plunging into simultaneous finan: 
cial meltdown and political crisis: But with : 
coup rumours and industrial unrest. still 
simmering, the prospect of a hot politi 
autumn is still strong. Still, the mF package. 
may tilt the balance in the government's fa- 
vour during any political showdown. The 
government may even see some advantage ` 
in bringing confrontation to a head sooner 
rather than later. 
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A peek inside the IMF's vaults 


WASHINGTON, DC 


FTER lending huge sums in Asia the 
IMF claims its kitty is almost empty. 
To bail out Russia this week, it had to 
draw on a special credit line last used in 
1978. The Fund’s opponents, particularly 
in America’s Congress, argue that it is ex- 
aggerating its financial woes. Most others 
are simply confused, understandably so. 
The imF is a fiendishly complicated 
organisation. Its accounts are denomi- 
nated in its own “currency”, called the 
special drawing right (spr), currently 
“| worth about $1.33. Moreover, the Fund is 
| less a fund than a co-operative: each 
country pays in a “quota” based on its 
size. A quarter of each quota must be paid 
in hard currency (the so-called reserve 
tranche). Any country has the right to de- 
mand this portion back. whenever it 





members have currencies strong enough 
to be lent to others, producing a total of 45 
billion sprs of usable resources. Some of 
this money has already been committed 
in loan programmes; some has to be kept 
as a safety margin. Factor this in too, and 
the Fund had some 23.5 billion sprs in 
uncommitted, usable resources before 
the Russian bail-out. 

That sounds plenty. But against this, 
the Fund also has big liabilities. Remem- 
ber that any country whose currency the 
IME has used for loans can demand it 
back when it likes; and any country can 
demand its reserve tranche back at a few 
days’ notice. Before the Russian bail-out 
the Fund had 52.6 billion sprs of such li- 
abilities. Dividing the total of uncommit- 
ted usable resources by the Fund’s liquid 
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liabilities produces a “liquidity ratio’, 
probably the best indicator of the Fund’s 
financial health. As the chart shows, this 
ratio has fallen sharply since 1994. 

Add in the Russian rescue and other 
likely loans for this year, and it is easy to 
see why Fund officials are so worried. 
Based on existing and planned commit- 
ments, the IMF would have usable re- 
sources of 13 billion sprs and a liquidity 
ratio of only 19% by the end of the year—a 
precarious situation. If two or three big 
countries suddenly demanded money 
back, it could run out of cash. 

That is why it has tapped its “General 
Arrangements to Borrow”, a reserve tank 
of 17 billion sprs that it can borrow from 
a group of 11 rich countries. Ithas used 6.3 | 
billion sprs of this in the Russian bail- 
out, leaving it (by the end of the year) with | 
a liquidity ratio of 29%, which the Fund's’ 
boffins argue is a minimum. 

Ifit were to preserve the liquidity ratio 





wants. Even more oddly, when 


spending any real money, since 
it gets back an equivalent claim 
on the Fund. That is why most: 
countries can agree to a quota 


SDRbn* 
Total resources 
Of which: 


IMF's liquidity ratio 
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|. a country pays its quota it is not: 
| 
| 
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| 
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increase without consulting 
| their parliaments. In America, 
| however, the law-makers have 
| to agree. 

i Adding all the present quo- 
tas together gives the Fund total 
resources of 144 billion sprs 

($192 billion). But, since not all 

«this money is paid in hard cur- 
rencies, the Fund has much less 


l net 


Liquidi 


net 
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ty ratio, % 


With Russia and other 
commitments, end-1998: 


usable resources 19.0 
65.4 
29.0- 








pe lend. Only around 30 of its 





1998 the mF would have no us- 
able cash left except the to bik | 
lion or so sprs that can still be © 
borrowed from the reserve tank. ` 
This would not be enough to 
cope with even one sizeable cri- | 
sis. That is why Fund officials _ 
want a quota increase to raise. .| 
their usable cash by 46 billion | 
SDRS, as well as a new credit line 
of up to 34 billion sprs in place 
of today’s limit of 17 billion 
sprs. With the increase, the 
Fund’s coffers would once. 
again look healthy. Without it, 
they could soon be empty. 


| 
| 

at that level, then by the end of 
i aise 
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Valnut or black leather 
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wall-off your laptop and supply extra pockets for your pens, 
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bag by storing loose documents vertically, side-by-side in 
a Glaser Double Dayfile™ divider. 
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WE DESIGN AND MAKE Glaser Travel Goods in our San 
Francisco studio. We make Traveler’s Briefcases in a 
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the world’s best luggage for frequent travelers, and 
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Is there money in misfortune? 


TOKYO 


A once-obscure market for “default swaps” is growing by leaps and bounds. 


Buyers should beware 


IVEN the dramatic transformation of 

financial markets over the past two 
decades it is, perhaps, surprising that genu- 
inely new and popular financial instru- 
ments arrive so seldom. The Black-Scholes 
model developed in the early 1970s led to 
the huge growth of the options market in 
the 1980s. Interest-rate and currency-swap 
markets grew at the same time, and at a 
similar pace. But apart from these, even 
Wall Street’s finest have been unable to 
conjure up other money-spinners. Might 
the market for credit derivatives be their 
next pot of gold? 

The most popular type of credit deriva- 
tive, known as the default swap, provides 
insurance to lenders that they will get their 
money back should a borrower go 
bust. As Asia’s turmoil has spread, 
pushing more companies to the 
wall, such swaps have become 
popular. But they may not be quite 
what they seem. 

Until recently, the market for 
default swaps had been slow to 
pick up. Last year, however, it took 
off, and some $170 billion-worth 
of default swaps were written. In 
the first six months of this year, 
perhaps twice that many transac- 
tions have been made. Much of the 
action has been in Asia—particu- 
larly in Japan, where the market's 
growth has been explosive. 

There are two obvious reasons 
why an institution might buy such 
an instrument. A bank might want 
to keep lending to a company 
without actually taking on any risk 
of the company going bust, so as not to 
jeopardise other business with the client. A 
second reason is that, rather than taking a 
one-off loss, buying a default swap can 
spread the pain over time, as the fee 
charged is broken into annual payments. 

Other factors are behind the market's re- 
cent surge. Credit spreads in emerging mar- 
kets—the extra yield demanded by inves- 
tors for riskier loans—have been rising and 
becoming more volatile. Spreads have 
risen because investors are more worried 
about default as bankruptcies soar, espe- 
cially in Asia. Banks and bond-holders are 
keen to buy protection. 

Traders, in contrast, who account for 
most of the default-swap business, have 
been attracted as much by growing volatil- 
ity as by falling credit quality. Default 
swaps are a good way to take a pure punt on 
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credit risk. This has been difficult and ex- 
pensive in the past. Most bond trades con- 
flate overall interest-rate risk (the risk that a 
security's price will rise or fall with interest 
rates) with credit risk (the risk of a borrower 
going bust). Default swaps, however, pin- 
point credit risk. 

In theory, traders could take a negative 
view about a company’s creditworthiness 
simply by buying a low-risk government 
bond and selling a corporate bond short 
against it. Unfortunately, this has been well 
nigh impossible in Asia: to sell short, trad- 
ers must borrow bonds to deliver to the 
people who have bought them. This re- 
quires a liquid repurchase (or repo) market 
through which securities can be borrowed. 





You win some, you lose some 


None exists in Asia, even in Japan. 

Another reason for default swaps’ 
popularity is a transformation in lending. 
Banks are keen to trim their loan books, not 
least to Asia; default swaps can offer a 
cheaper way of doing this than, say, 
securitising the loans or selling them. J.P. 
Morgan, for one, has been buying credit in- 
surance for chunks of its loan portfolio. 

All of these reasons apply in spades in 
Japan. Until recently, investors thought 
that big banks and companies would pot 
be permitted to go bust. But the current 
banking crisis has put paid to that fantasy. 
Since late last year investors have, for the 
first time since the second world war, be- 
come acutely conscious of credit risk— 
hence the widening of spreads. 

Hence too, the huge increase in activity 
in Japan’s default-swap market. Bart 


Broadman of J.P. Morgan reckons that the 
market has grown to ¥5 trillion ($36 bil- 
lion) from almost nothing a year ago. “It’s 
our fastest-growing business,” he says. The 
likes of Deutsche Bank, uss and many Japa- 
nese banks have also dived in. Default 
swaps on banks are the favourite play, but 
since foreign banks are keen to reduce their 
exposures to Japanese companies, there is 
also a growing market in swaps for non-fi- 
nancial firms. 


Now forthe catch 


Heady stuff. But are default swaps all they 
are cracked up to be? Insurance is only as 
robust as the people who sell it: the less 
creditworthy the insurer, the less the insur- 
ance is worth. And in many countries it is 
precisely the less-than-creditworthy banks 
that tend to offer guarantees against default 
through swaps. 

Of late, it has been Japanese financial 
institutions, particularly banks, which 
have been most active. They are keen to of- 
fer such guarantees, as they can get a fee for 
taking credit risk without putting the resul- 
tant exposures on their balance 
sheets—and so not having to set 
aside scarce capital. 

Another concern is how swaps 
are priced. One might expect that 
lesser quality guarantors would 
charge less for their product, par- 
ticularly since, unlike other deriva- 
tives, the whole principal is at risk. 
Not so. There seems to be little dif- 
ference between the price of guar- 
antees offered by top-notch banks 
and those offered by weaker ones. 

And then there is the problem 
of settlement. The price at which 
default swaps are settled—in other 
words, the value of the insurance— 
is determined by a simple for- 
mula: the nominal value of the un- 
derlying bond or loan, minus its 
price in the event of default or re- 
scheduling. In the case of Japanese 
banks, far more swaps are written than 
there are underlying bonds or loans. This 
means that, in the event of a default, any 
firm that has sold a swap will scrabble 
around to buy the underlying assets, if it 
does not already have them—so driving 
their prices up. That in turn drives down 
the value of the insurance—which would 
mean that buyers have paid too much for it. 

Could the financial world’s best and 
brightest get pricing so wrong? It would not 
be the first time. In 1986-87, the financial 
markets woke up to the fact that perpetual 
floating-rate notes were not, as they had 
thought, highly liquid, money-market in- 
struments. Prices collapsed and many in- 
vestors (including a lot of Japanese) lost a 
packet. What was that about history repeat- 
ing itself? 

— | 
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Investigating investment 


America is investing much more than its official statistics seem to suggest 


OR decades economists have fretted 

that America invests a smaller share of 
its GDP than other rich countries. Since 
investment is the engine of growth, low 
investment should mean slower growth. 
Yet over the past decade America’s growth 
rate has actually been a tad higher than 
the average for the rich world. How come? 

In the 1990s, America has invested 
about 17% of its Gpr, significantly less 
than the 20% of cpp that West European 
economies have invested or the massive 
30%. in Japan. However, conventional 
measures of investment, which have re- 
mained more or less unchanged since na- 
tional accounts were first compiled over 
50 years ago, are misleading. If invest- 
ment is defined more broadly, America 
has actually invested more than the aver- 
age for rich countries. 

Investment, as reported in the na- 
tional accounts, includes only spending 
on physical capital—ie, plant and equip- 
ment, infrastructure and housing. But 
economists define investment as any 
spending that has the potential to raise fu- 
ture output. Many other types of spend- 
ing meet this criterion. A recent study* by 
Milka Kirova, at St Louis University, and 
Robert Lipsey, at the National Bureau of 
Economic Research, attempts to track 


|. down this missing investment. 


e Education yields returns over long pe- 
riods of time and so should be counted as 
investment, but only capital spending on 
schools and equipment is currently in- 
cluded. This is a large omission: in 1990- 
94 America’s current spending on educa- 
tion (excluding money for buildings and 
the rest) was 6.6% of GDP, compared with 
an average of 5.6% in 12 other rich coun- 
tries. Japan, which has the highest level of 
physical-capital investment, spent only 
3.8% of GpP on education. 

+ Research and development also gener- 
ates future output. Yet government RAD is 
treated as government consumption in 
the national accounts; business R&D is 
simply counted as a cost of production 
and is thus excluded from both invest- 
ment and GDP. America has consistently 
invested more than other countries in 
R&D, amounting to 2.7% of its GDP in 
1990-94, against an average of 2.1% for the 
rest of the rich world. 

ə Consumer durables are another 


* “Measuring Real Investment: Trends in the United 
States and International Comparisons”. NBER Working 
Paper 6404. 





anomaly. By convention, only firms in- 
vest; all spending by households (except 
purchases of new homes) is counted as 
consumption. If a firm buys a personal 
computer or a car, these are reported as 
investment, but if a household buys such 
goods they count as consumption. How- 
ever, a Car, Say, provides transport services 
over long periods of time, whether owned 
by a firm or a household. 

if consumer durables were counted as 
capital, then, once again, this would add 
more to investment in America than else- 
where: in the five years to 1994 America 














devoted 6% of GDP to consumer durables, 
against 5.4% in other rich countries. 

e Military spending is conventionally 
treated as government consumption 
rather than investment. This is a more 
controversial area, but if such spending is 
meant to yield some form of “output” 
over a long period, then it too should 
count as investment. In 1990-94 America 
spent 1.3% of cpr on military hardware, 
compared with an average of 0.5% of GDP 
in other rich economies. 

All these four forms of “investment” 
are thus more significant in America than 
elsewhere. So adding them to the conven- 
tional measure of investment would nar- 
row the gap between America and the rest 
of the rich world. But the authors do not 
stop there. Investment goods are gener- 
ally cheaper in America, relative to other 
goods and services, than is the case 
abroad; so a given amount of dollar 
spending provides more factories or com- 
puters than it does elsewhere. If invest- 
ment figures were adjusted for price dif- 
ferences between countries, America’s 
total investment, including the four extra 
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elements above, would increase to 
around 35% of GDP in. 1990-94 (see chart), 
just above the average of 33% for 12 other 
rich countries. If the same adjustment 
were made to last year’s investment fig- 
ures, America would pull even. further 


ahead, because its capital spending, even . 


as officially reported, has surged during 
the latest expansion. 

Not only is America’s true investment 
higher than. conventionally claimed; so 
too is its saving. The redefinition of in- 
vestment implies corresponding changes 
in the measurement of saving, because 
items previously counted as consump- 
tion have been redefined. So should pol- 
icy makers stop worrying about America’s 
low savings rate? No. The gap between 
savings rates in America and abroad may 
be smaller than previously thought, but 
the gap between America’s domestic sav- 
ing and domestic investment remains 
just as large—as is shown by its huge cur- 
rent-account deficit. So long as America 
fails to save enough to finance its invest- 
ment, it will remain dependent on in- 
flows of foreign capital. 


Soft-centred statistics 

As well as demonstrating the perils of in- 
ternational comparisons, the study by Ms 
Kirova and Mr Lipsey highlights how con- 
ventional statistics may have become 
more misleading as intangible invest- 
ment in such things as human capital has 
grown in significance. 

Another example, not included in 
their study, is computer software. Ameri- 
ca’s Department of Commerce, like most 
other countries’ statistical offices, treats 
firms’ spending on software in the same 
way as their spending on electricity: it is 
considered a cost of production and so is 
excluded from investment. But unlike 
electricity, which is consumed once and 
for all in production, software can last a 


long time. Software is also so closely tied: 


to computer hardware that it makes little 
sense not to count it as capital spending. 
Once again, this would favour America, 
where spending on software is higher 
than in countries with less advanced in- 
formation technology. 

In September, Britain’s national ac- 
counts will change to count business soft- 
ware spending as an investment. A simi- 
lar overhaul of America’s national 
accounts is long overdue. It may lead the 
world in the production and use of in- 
formation technology, but its rusty statis- 


tics are more appropriate to the iron age. 


than the information age. : 
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“Model behaviour 


You can do anything with a computer—even build an accurate working model 


of a human heart 


ITS of bodies, swelling, surging and 
writhing on screen, usually attract the 
censors eye. But recently they have been at- 
tracting the eyes of a few scientists, too. Sev- 
eral decades ago, a small group of research- 
ers dreamed of building computerised 
“virtual” organs--models that exactly re- 
produce the structure and activity of hu- 
man tissues. Now, they can. 
Thanks to the power of modern com- 
puting and the inventiveness of modern 
_ cell biology, such organs are taking shape 
inside microprocessors across the world. 
The human heart, from the intricacies of its 
individual cells to the complexities of its 
four chambers, has already been captured 
in silicon. Accurate simulations of other or- 
gans, such as the lungs and the pancreas, 
are also in train. 
Using these models, a new generation 
of “virtual biologists” will be able to gather 
‘information about how organs work that 
no amount of animal experimentation 
could provide. New treatments will be put 
through their paces electronically before 
they are attempted on people. And the 
_thousands of compounds that drug compa- 
< nies now run. through laboratory trials for 
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every drug that emerges will be screened for 
signs of suitable activity without even wet- 
ting a test tube. 

The heart lends itself particularly well 
to mathematical description, which is why 
models of it are so much more advanced 
than those of other organs. All the activi- 
ties—electrical, chemical and mechanical— 
involved in the contraction of a heart mus- 
cle cell are reasonably well understood. 
That means they can be described by rela- 
tively simple (and accurate) equations. 


The matter of the heart 


Denis Noble, a physiologist at Oxford Uni- 
versity, began using these equations to 
model heart cells almost 30 years ago. Then, 
he needed two hours of computer time to 
calculate a single cell’s activity during a 
fraction of a millisecond. Now, he caneget 
one of his virtual cells to perform for ten 
minutes using that same amount of com- 
puter time. Such an increase in power also 
makes it possible to run lots of cells in par- 
allel. And if you run enough virtual heart 
cells in parallel you-have, in effect, created a 
virtual heart. o 

To build such:a heart, Dr Noble has 












































joined forces with Raimond Winslow, of 
Johns Hopkins University, in Baltimore, 
(who has been doing similar work) and Pe- 
ter Hunter, of the University of Auckland, 
in New Zealand. Dr Hunter and hiscob 
league Bruce Smaill have done the resear 
that has allowed Dr Noble and Dr Winslo 
to knit their equations for single cells intoa 
model of an entire organ. They have pains: 
takingly cut through a heart, millimetre by 
millimetre, to measure and model the ar- 
rangement of the muscle fibres in each 
slice. This level of structural detail allows.a 
computer to. mimic the behaviour of each 
and every muscle fibre, and. thus to simu: 
late the heart as a whole. 
To exploit their invention, Drs Wins... 
low, Noble and Hunter have teamed up 
with Jeremy Levin, a scientist-turned-busi- 
nessman, to found a firm called Physiome | 
Sciences, Physiome’s virtual heart allows 
drug companies to test the effects of their 
compounds electronically before they try. 
them on real people—and even to do exe) 
periments that would be unacceptable in 
the material world. A 
Dr Noble and Dr Winslow, forinstance, | 
have been studying how the cellular 
changes that lead to congestive heart failure 
and ischaemia (two common heart com- - 
plaints) can cause arrhythmia. Thisis a po- 
tentially deadly condition in which the in- - 
dividual chambers of a heart beat out of 
phase with each other. Last year, as a result 
of the research, Roche; a Swiss drug firm, 
asked Physiome to test Posicor,a new medi- 
cation intended to combat high blood pres- 
sure (hypertension), to see if it induced ar- 
rhythmia: America’s Food and Drug Ad- 
ministration (FDA) was worried by some 
unusual changes Posicor causes. in the 
heart's. electrical activity. The regulators 
feared that such electrical disturbances 
might trigger arrhythmia. 
Doing conclusive experiments on peo- 
ple would have been out of the question, — 
and trying to substitute laboratory animals < 
was felt to be unreliable. But the FDA was ~ 
willing to accept trials on Physiome’s vir 
tual heart. The trials showed not only that = 
the electrical disturbances induced by Posi 
cor did not cause arrhythmia, but that sev- 
eral other, widely used anti-hypertension 
drugs, which are known not to cause are 
thythmia, also induce the electrical- 
changes in question. As a result, Posicor 
was approved (though it has since been 
withdrawn for other, unrelated, reasons). 
The virtual heart should be able to help. 
in earlier stages of the drug-developmient 
process, too. Since drug molecules. can also. 
be represented by computer models i it will 
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eventually be possible to throw a huge 
range of virtual compounds at a virtual 
heart to see which, if any, have the desired 
effect. It will also be possible to check out 
drugs destined for other parts of the body to 
see if they have adverse effects on the heart. 
Ultimately, Dr Levin has visions of per- 
sonalised virtual hearts, incorporating the 
features of individual patients. Instead of 
seeing the impact of a drug on any old 
heart, doctors will be able to find out what 
it will do to a particular one. 


Larger than life, just as real 


The work that has created the virtual heart 
is now being applied to other organs. Alto- 
gether, Dr Noble reckons that about 60 re- 
searchers in North America, Europe and Ja- 
pan are busy modelling bits of the body. 
Among these, Physiome itself is work- 
ing on a computer-simulated pancreas, 
kidney and liver. Dr Hunter is also creating 
a model of the lungs to study such diseases 
as asthma and emphysema. Entelos, a 
small firm based in San Francisco, is work- 
ing on the immune system. And in Sparks, 
Nevada, another small firm called Navi- 
Cyte is building a model of the gut, to pre- 
dict how drugs will be absorbed and 





Information technology 


Unwired 


HE word “wireless” has undergone 

many changes of meaning over the past 
century. A few older Britons still use it to 
describe what the rest of the world knows 
as a radio. Before that, it was short for “wire- 
less telegraphy"—the transmission of 
Morse-code signals through the air, rather 
than along copper cables. Now it is chic 
technobabble for mobile telephony. 

Ifa team of researchers at Carnegie Mel- 
lon University, in Pittsburgh, has its way, 
however, it will soon be describing some- 
thing surprisingly close to the original idea. 
For the point about Morse code was that it 
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metabolised as they pass through it into the 
blood stream. 

With only a few exceptions, however, 
the laboratories working on virtual organs 
are operating in isolation from one an- 
other, using different mathematical tools 
and incompatible databases. James Bass- 
ingthwaighte, a physiologist at the Univer- 
sity of Washington in Seattle, is attempting 
to change this. Last year he launched the 
Physiome Project—self-consciously mod- 
elled on the Human Genome Project, the 
international effort to identify all of the 
100,000 or so genes that carry the instruc- 
tions for putting a person together. 

The Physiome Project aims to bring bi- 
ologists, geneticists and computer pro- 
grammers together in order to come up 
with a common approach to organ-model- 
ling. In the short term, the project will help 
researchers to deal with the backlog of new 
genes that have now been identified. Un- 
derstanding what all these genes do in a 
single cell is a daunting task. Understand- 
ing how they interact with one another to 
affect whole-organ behaviour is almost im- 
possible without sophisticated simula- 
tions, in which many molecules can be 
tweaked together and the effects observed 
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on screen. 

The projects ultimate goal of linking all 
the virtual organs into a virtual body is still 
a long way off. But in the meantime it has 
come up with some interim measures, such 
as the Cardiome consortium of around 30 
research teams working on the heart and a 
map of all the body’s blood vessels. 

Such painstaking modelling is hard. Al- 
though new information about the struc- 
ture and function of organs accumulates 
daily in the scientific literature, much of it 
must be laboriously translated into more 
usable form before mathematical model- 
ling can even begin. Eventually though, Dr 
Bassingthwaighte and others see a grand 
convergence of compatible computer sim- 
ulations, recapitulating the whole of hu- 
man physiology on a screen. 

Dr Noble and Dr Hunter are very much 
involved. They plan to link their heart and 
lung models together to predict how ge- 
netic or drug-induced changes in one affect 
the activity of the other. Adding the blood 
vessels is the next logical step—but certainly 
not the last one. For although they may 
soon be working with the same pieces, to- 
day’s organ modellers are still a long way 
from solving the puzzle. 


— 





was the first ever form of digital signalling. 
And Alex Hills and his colleagues are busy 
fitting out Carnegie Mellon’s campus, and 
its students, with a wire-free local area net- 
work (LAN) that should eventually cope 
with all the data that the modern digital 
world can throw at them. 

It is, of course, perfectly possible to con- 
nect a computer to a cell-phone network 
via a radio modem. But such an ar- 
rangement is clunky. Wireless Andrew, 
as Carnegie Mellon’s LAN is known (after 
the institution’s two benefactors, Andrew 
Carnegie and Andrew Mellon) is asmooth- 
er arrangement. Merely by switching on 
their laptops, users are automatically link- 
ed to a whole network, just as if they had 
logged on to a desktop pc connected to an 
ordinary hard-wired LAN. 

All this is achieved by a network which 
will soon have 400 base stations scattered 
around the campus. Each base station is the 
centre of a “cell” similar to (though smaller 
than) the cells of a cellular phone network. 
The station keeps track of computers with- 
in the area, sending and receiving data as 
requested, and handing a computer on to 
the appropriate neighbouring base sta- 
s tion as the user of that computer moves 

around the campus (each base station 
works on a slightly different radio fre- 
quency in order to avoid interference). 
The secret of Wireless Andrew’s suc- 

cess lies in the amount of data each base 
station can handle. The stations, which are 
manufactured by Lucent Technologies, can 
channel two megabits of data a second to 





Receiving you loud and clear, Andrew 


each computer in their cell. That is about a 
thousand times as much as a standard 
modem. However, Dr Hills is not insensi- 
tive to the fact that other wireless networks 
cannot deal with information in quite such 
quantities. A student who wanders out of 
Andrew’s range, and into Pittsburgh itself, 
is seamlessly switched to the city’s mobile- 
phone network. 

Though that means dropping the trans- 
mission rate to 19.2 kilobits a second, with a 
noticeable fall-off in performance, the link 
between the user and his university is not 
actually broken. Designing the software to 
cope with this shift between high- and low- 
speed networks (it involves breaking up the 
data stream into small packets of informa- 
tion, and connecting a computer to the net- 
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work only when a packet is being sent, or 
has to be received) was the key to this seam- 
less transition. It is the first step in Dr Hills’s 
project of designing a system that can be 
used more or less anywhere. 

Similar nifty programming will be re- 
quired if Wireless Andrew, or its successors, 
are to handle the truly humongous 
amounts of data that will soon be in de- 
mand. Sending moving pictures through 
Andrew, for example, is still a problem. 
Video data have to be compressed for trans- 
mission across the network. This is done by 
taking out redundant information in such 
a way that it can be patched back in at the 
other end (a normal procedure for trans- 
mission through any network). But the 
amount of compression, and the quality of 
the final, decompressed, image depends on 
whether a user is in a high-speed or low- 
speed connection area. To overcome this, 
the team is working on a scheme that will 
adapt to different levels of resolution de- 
pending on the access point to the network. 

If Andrew is a success, Dr Hills hopes 
that it will bring wireless, which he reckons 
is at about the same point of development 
as wired transmissions were 20 years ago, 
into the modern age. In his wildest dreams, 
he sees it helping developing countries to 
build modern data networks without the 
need to become wired first. He thinks that 
even the high density of base stations 
needed for a decent wireless network 
would cost only half as much as cabling a 
place up from scratch. Those wily entrepre- 
neurs, Carnegie and Mellon, would have 
approved of such audacity. 





Whale sharks 


The biggest fish 


EXMOUTH, WESTERN AUSTRALIA 


N LAND, it is the largest animals—the 

so-called charismatic megafauna— 
that attract most attention. Biologists like to 
study them. Tourists like to gawp at them. 
Hunters like to shoot them. And conserva- 
tionists like to fret about their continued 
existence. That rule, however, is less true of 
sea creatures. Though whales attract a loyal 
following, some of the other big beasts in 
the ocean remain surprisingly mysterious 
and unloved. One of the biggest, most mys- 
terious and—until recently—least loved of 
the lot is the whale shark. 

Whale sharks are the world’s largest fish, 
growing up to 12 metres (40 feet) long and 
weighing as much as 11 tonnes. But in the 
sea, big need not mean visible. Ten years 
ago, practically nothing was known about 
whale sharks, and nobody bothered them. 
Now, however, biologists are moving in, 
tourists are coming—and fishermen are no- 
ticing that 11 tonnes is a lot of meat on a 
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single animal. That means 
that conservationists will 
not be far behind. 

The man ultimately re- 
sponsible for much of this 
new interest is Geoffrey 
Taylor, an amateur marine 
biologist who, ten years 
ago, realised that a lot of 
whale sharks were congre- 
gating every autumn off 
Ningaloo Reef, near Ex- 
mouth. He started carrying 
out aerial surveys of the 
beasts, and also experi- 
mented with tagging them. 

These surveys (which 
have now been taken over 
by csiro, Australia’s gov- 
ernment research agency, 
and CALM, the Department of Conserva- 
tion and Land Management) have estab- 
lished that around 200 sharks visit be- 
tween March and June. 

Precisely why they come is unknown. 
What is clear, however, is that they are lur- 
ing other animals—tourists. Although the 
shark-watching industry at Ningaloo is 
small, and less than a decade old, it is prof- 
itable. Some 3,000 people a year are willing 
to pay A$225 ($140) a day for the privilege of 
swimming alongside a whale shark. 

The government is therefore interested 
in discovering more about the beasts, so as 
not to kill the shark that lays the golden egg 
(though one recent finding is that whale 
sharks, unlike many of their relatives, actu- 
ally give birth to live young, rather than lay- 
ing eggs). To this end, in March, CALM pub- 
lished a new plan for the whale-shark eco- 
tourist industry. Central to this plan is a call 
for further research into the sharks’ popula- 
tion structure and migratory movements, 
and how ecotourist activities might affect 
their behaviour. 

Learning about these things is, however, 
an arduous business. Even identifying in- 
dividual sharks can be hard. Tags have a 
tendency to fall off, and without them one 
shark looks much like another. But the 
sharks are spotted, and the pattern of spots 
varies from shark to shark. 

To take advantage of this Brad Norman, 
of Murdoch University in Perth, is building 
a computer database of pictures of individ- 
ual sharks. At the moment the photographs 
still have to be compared by eye, but Dr 
Norman hopes that software will soon take 
over, enabling rapid identifications to be 
carried out. Discovering what the sharks,ac- 
tually get up to is another matter. For that, 
more sophisticated tags are required. 

The simplest of these incorporate ultra- 
sonic “pingers”. A shark thus equipped can 
be followed by a research vessel. John Ste- 
vens, at the Csiro Fisheries Division in Ho- 
bart, Tasmania, has been tagging whale 
sharks at Ningaloo since 1994. (The pingers 
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show that the sharks dive regularly, even in 
the absence of curious swimmers.) Re- 
search vessels, however, are expensive to 
run, so the scientists are looking for other 
ways of tracking the fish. 

The leading candidate is a tag that re- 
ports its position to a passing satellite. This 
type of tag, however, requires a buoy to 
carry the aerial, and this is attached to the 
shark by a ten-metre-long line. (The line is 
needed because the sharks themselves 
rarely break the surface, and the transmitter 
cannot signal to the satellite from under 
water.) Two American biologists, Scott Eck- 
ert and Brent Stewart, from the Hubbs-Sea 
World Research Institute in San Diego, 
have had some success with satellite track- 
ing. Their study, to be published later this 
year, has followed 18 whale sharks for peri- 
ods of up to three years, over distances in 
excess of 3,700km (2,300 miles). 

The cstRo has not yet been so lucky. It 
attached satellite tags to four sharks this 
April, but two of the tags broke off within 
three or four days. One of the others, how- 
ever, did allow its host to be tracked a dis- 
tance of 200km from the coast. 

How much all this effort will help the 
tour-operators at Ningaloo remains to be 
seen. But they, themselves, might have a few 
lessons for others. At $140 per person per 
day, live whale sharks are a valuable com- 
modity. Though dead ones can be valuable 
too (after years of being derided as food 
they now fetch $7 a kilo in Taiwan) you can 
only sell a dead shark once. You can sell a 
live one year after year. 

Although many Asian fishermen have 
been turning to whale sharks as more tradi- 
tional catches have been fished out, the au- 
thorities in at least one country—the Philip- 
pines—are trying to put a stop to the 
practice and introduce ecotourism instead. 
Charisma, like beauty, is in the eye of the 
beholder. But if enough rich tourists want 
to behold a whale shark, eating them may 
soon look like a foolish option. 
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” MINISTRY OF THE ECONOMY | REPUBLIC OF CAMEROON 
SAND FINANCE Peace-Work-Fatherland 


-MISSION FOR THE REHABILITATION OF PUBLIC 
et : AND PARASTATAL ENTERPRISES 


TECHNIC AL COMMISSION FOR PRIVATISATION 
AND LIQUIDATIONS 


NOTICE OF CALL FOR APPLICATIONS FOR A 
CONCESSION FOR CELLULAR TELEPHONY 


In the context of its strategy for liberalising and improving the 
‘competitiveness of the economy, the Government of the Republic of 
Cameroon is restructuring and privatizing the telecommunications 
Sector. 


n that frarnework, the Government of the Republic of Cameroon has 
jated a Call for application for a Concession for cellular 
i telephony i in Cameroon. 


The concession is to be granted for a period of 15 years. The 
Concession holder will have the right to establish a GSM 900 
network and to provide mobile telephone services to subscribers. in 
all areas of Cameroon, subject to compliance with the terms of a 
concession. agreement. The Concession holder will also have the 
fight to offer international services to.its network subscribers. 


There exists at the present time in Cameroon one GSM 900 cellular 
“network, CAMTELMOBILE, which operates under the direction of 
“the Ministry responsible for Telecommunications. The strategy of the 
| State contemplates the corporatization and privatisation of. the 
activities of CAMTELMOBILE as well as those of the fixed 
network operated by The Ministry and the State Company 
INTELCAM, 


The network of CAMTELMOBILE presently covers the three towns 
| of Yaoundé, Douala and Bafoussam as well as the main road linking 
“them; being approximately 28% of the population and 10% of the 
national territory. The CAMTELMOBILE: mobile network has 
presently approximately 4,200 subscribers. 


A new Law. governing telecommunications in Cameroon has recently 
been adopted. This Law provides that the regulation, control and 
supervision of the activities of operators in the telecommunications 
sector will be the responsibility of a telecommunications Board. The 
new Law establishes a modern framework for the evolution: of 
telecommunications in Cameroon in a context of liberalisation, 
privatisation and fair competition. 


The Call for applications is addressed to all national and 
international investors possessing financial resources, know-how, 
expertise and experience in the construction and operation of GSM 
900 cellular networks. The Concession holder will be required to 
have. at least a 30% participation in its capital by Cameroon 
“nationals. 


: Copies of the Call for tenders, cobtaining amongst other things, a 
| copy ofthe draft concession agreement and the rules governing the 
application process, will be available against payment of the sum of 

500,000. CFA Francs. or 5,000 French Francs from either of the 
following: 


‘The President of the Technical Committee 
.-For Privatisation and Liquidations McCARTHY TETRAULT 

SNI Building 1, PEMBERTON ROW 

9th Floor FETTER LANE 

Yaoundé, Carneroon LONDON, UK EC4A 3BA 

FEL: 237 23 97 50 TEL: 44 171353 2355 

FAX: 237.23 51 08 FAX: 44 171 583 5644 


Mr. Georges P. RACINE 


Technical and financial offers must be submitted at the latest on 
November 30, 1998 at the offices of the Technical Committee for 
Privatisation and Liquidations in Yaoundé. 


THE MINISTER OF STATE IN CHARGE OF THE 
ECONOMY AND FINANCE ` 


k can seem @ little daunting at first. But, as any past 
student of ours will tell you, a year on the Fulltime 
MBA programme at Warwick is well worth it. 


“Yes, I think it’s great to 
have a Warwick MBA. 
More importantly, so does 
everyone else.” 


As one of Europe's truly great Business Schools, 
Warwick attracts high calibre students from around ` 
the world. Offering as it does, an international, highly 
innovative one year programme, plus Warwick's 
excellence in teaching as well as research. 

Would you like to hear more about the Full-time 
MBA programme? Then call the number below, quoting 
reference EC240. 


Tel. +44 (0)1203. 523922, Fax. +44 (0)1203 524643 
E-mail: fmbain@wbs.warwick.ac.uk 
hetp://www.wbs.warwick.ac.uk/mba 


Warwick Business School, University of Warwick, 
Coventry, CV4 7AL, England. 


Research 
opportunities 


City University Business School is internationally renowned 
for its research and teaching in domestic and international 
capital markets, finance and management. Fully supported... 
by the ESRC, our established MPhil/PhD programme draws 
on extensive faculty expertise and our City of London site 
to offer a truly stimulating environment for. advanced study. 


Unusually, we provide expert teaching in financial 

economics, econometrics, research methods and statistics as- 
well as weekly seminars and workshops. You can also tailor 

your study with courses from our specialist postgraduate 

programmes. And we support conference attendance. 


Full-time, parttime and occasional students are welcome. 
To find out more, check us out: 


zs a CITY www.city.ac.uk/cubs/research/ 
: Te: +44 (0)171 477 8606 
ANNS S "ax: +44 (0)171 477 8898 
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Best may not be enough 


ON THE ROAD WITH THE TOUR DE FRANCE 


Fizzing France goes from party to 


H” does it feel to be the absolute best 
at your job, certified by computer, 
and for three weeks every year be made to 
look like a rank beginner? Not good, Lau- 
rent Jalabert says, but people understand. 
Or they should. 

Mr Jalabert carries heavy expectations 
into the Tour de France: for the last three 
years, the 29-year-old Frenchman has been 
ranked number one among the world’s 
900-or-so professional bicycle racers. He 
dominates the season, from February 
through to October, in races short and long 
except for the Tour de France. There, with 
the eyes of his compatriots on him, hoping 
for the first French victory since 1985, Mr 
Jalabert usually comes undone. Last year he 
ranked a humble 43rd and the year before 
he gave up early in the mountains. His best 
finish was fourth place in 1995, the year he 
also won a daily stage on July 14th, the na- 
tional day, and became immortal. 

In France, however, the shine of immor- 
tality can soon wear off. He is never jeered, 
but these last few years he has been politely 
applauded at best. This year, the pressures 
were even greater on Mr Jalabert, who 
started the Tour last Saturday (July 11th) in 
Dublin wearing the blue, white and red jer- 
sey of the national champion with a dis- 
creet emblem to represent his ONCE team 
from Spain. He will be a hard man not to 
notice as the 3,880-km (2,411-mile) race 
moves counterclockwise around its joyous 
mother country, where it arrived on Tues- 
day (July 14th). 

As usual, the first of three weeks’ racing 
consists of flat roads with massed sprint 
finishes and long solitary breakaways. The 
favourites hang back, hoping not to be 
caught in the invariable spills caused by 
189 riders jostling for space on narrow 
roads. This year unlucky Chris Boardman, a 
British rider in the leader’s yellow jersey, 
crashed out close to the end of the second 
stage. Rarely are these early days decisive. 
The first weeding-out in this Tour was 
scheduled for Saturday, July 18th: a 58-km 
time-trial, or individual race against the 
clock, in the Corréze. 

Mr Jalabert was expected to do well 
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peny: To cap its World Cup 
triumph, can a French rider win cycling’s biggest race? 


there as he is the reigning world 
champion in the discipline. But 
others—including a handful 
who did not compete against 
him in the last world champion- 
ships in Spain—were predicted 
to do better. They always do. 
These include the defending 
Tour champion, Jan Ullrich, a 
24-year-old German who consis- 
tently demolishes his rivals in 
long time-trials and stays 
with them in the moun- 
tains. Mr Ullrich over-cele- 
brated the first German 
Tour victory: he turned up 
at least 10 kilos (221b) over- 
weight and kept most of it 
on until June. Since then 
he has looked very strong. 
The early season meant 
nothing to Mr Ullrich, who 
is representative of the 1990s 
rider: like Greg LeMond and Mi- 
guel Indurain before him, win- 
ners between them of seven of 
the last nine Tours, the German 
focuses his entire campaign on 
the world’s greatest and richest 
race—FFr2.2m ($364,00) to the 
winner. Not so for Mr Jalabert, 
whose 109 victories since he 
turned professional a decade 
ago were won all over the cycling 
map—in Spain, Italy, Belgium 
and, of course, France. He is one 
ofthe last riders to campaign all- 
out as stars like Eddy Merckx 
and Bernard Hinault did in the 
1970s and 1980s. They also each 
won the Tour five times, which is 
where the resemblance ends. 
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Mr Jalabert, known to his AE 
countrymen as Jaja, is annually stopped by 
the highest mountains, the repeated 20-km 
ascents in the Pyrenees and Alps. He has no 
trouble with lesser mountains and has 
even won the one-day Classique des Alpes 
and the three-week Vuelta a Espana despite 
fearsome climbs. But there is something 
about the thin air and steep gradients high 


in the French mountains that deprive his 
pedal stroke of power and leave him strug- 
gling. This year, he has changed his training 
pattern, reducing his usual five-week 
spring break in competition to two weeks. 
He also says he is more confident than pre- 
viously. The real test will come when the 
Tour jumps from the plains to the moun- 
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= tains next Tuesday (July 21st). Pantani, an Italian with Mercatone Uno, 


The three-day section in the Alps begins 
on July 27th, and the Tour will probably be 
decided there. A big problem for the pure 
climbers is that only one of those three 
daily finishes is on a peak. The two others 
conclude in long descents, where the all- 
round riders like Mr Ullrich tend to make 
up the time they lost going uphill. Strong 
climbers like Richard Virenque, a French- 
man with the Festina team, and Marco 


who won this years Giro d'Italia, have al- 
ready announced their disappointment 
with the route. 

If the mountains have not settled it, 
there is one last, long time-trial on August 
1st, the day before the pack heads into Paris 
and its traditional ten circuits of the 
Champs-Elysées. The final time trial has 
sometimes been decisive, most astound- 
ingly in 1989, when Mr LeMond, an Ameri- 
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can, made up a 50-second deficit to beat 
Laurent Fignon, a Frenchman, by eight sec- 
onds, a feat cyclists and commentators 
alike said beforehand was impossible. That 
is as close as the French have come to win- 
ning their own race in more than a decade. 
As the Tour headed south towards the Pyre- 
nees, Mr Jalabert’s chances of correcting 
that looked slight. For France, the party 
may soon be over. 
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Go, France 


IBENDUM, the rotund Michelin 
man, turned 100 this year, and his 
happy, cognac-lit smile graces the cover 
and inside pages of the 1998 edition of 
the famous Guide Rouge (FFr150) listing 
10,000 French hotels and restaurants. 
Over the years, this most popular of 
guides to eating in France has come in 
for its share of abuse. Michelin’s anony- 
mous inspectorate was slow to reward 
novel talent or to mark down tired estab- 
lishments living on their Michelin ro- 
settes, people complained. You were 
never likely to get a bad meal with the 
Guide Rouge, but you could often get a 
boring one. Younger, smarter food 
guides sprang up. Yet Michelin has seen 
off the competition, thanks in part to lis- 
tening more attentively to some 120,000 
diners’ comments a year. With its handy 
maps and symbols, the Guide Rouge is 
still the bestseller among guides to 
France, selling 580,000 copies in 1997. 
The best of the younger rivals is 
Routard’s “Hotels et Restos de France” 
(FFr99), which prefers off-beat addresses. 
| In Paris it recommends, for example, “Le 
Temps des Cerises”, a workers’ co-oper- 
ative, and a Tibetan restaurant. Around 
200,000 copies were sold last year. An 
English edition is available from Rough 
Guides (Penguin, £12.99). Founded 25 








years ago by Philippe Gloaguen, then a 
keen hitch-hiker, the Routard series has 
kept up with the maturing demands of 
the 68 generation, while staying loosely 
in touch with its alternative origins. 
France’s biggest publisher, Hachette, 
cannily bought the series in 1973. 

For what seems forever, there were es- 
sentially two French guides to what to 
see in France. Back in 1841, Louis 
Hachette published the first of what be- 
came his Guide Bleu series, (competing 
with Karl Baedeker who had launched 
his famous imprint in 1827). Then, just 
before the second world war, Michelin 
split its bulging guidebook in two. The 
Guide Rouge was restricted to eating and 
sleeping, which left the Guide Vert series 
to instruct rubberneckers in the French 
sights. Soon other countries were in- 
cluded. Now, between them, the Hach- 
ette Guides Bleus and the Michelin 
Guides Verts cover France, Europe, Am- 
erica, North Africa and much of Asia. 
Mjchelin’s “Bretagne” (FFr67) is avail- 
able in five languages and sells more 
than 200,000 copies a year. 

Here too the old guides face compe- 
tition. Back in 1957, Roland Barthes pre- 
dicted that tomorrow’s travellers would 
be more interested in people than old 
stones. From the start, Routard covered 


destinations such as West Africa where 
Michelin and the Guide Bleu initially 
would not deign to tread. Faced with a 
growing demand for exoticism, however, 
Hachette has launched Guides Bleus 
Evasion, which cater to plush travellers 

en route for such farflung places as Scot- 
land or Burma. Michelin's new series 
NEOS (the French acronym for North- 
East-West-South) has guidebooks to 
Cuba, Turkey, Syria and Jordan. But 
Routard prides itself on being a step 
ahead. “Le Guide du Routard Internet” | 
(FFr45), out this year, has sold 50,000 | 
copies. It lists “Le web du routard” | 
(www.club-internet.fr/routard) and 
other useful travel sites such as “Camem- 
bert” (www.camembert-france.com.), the 
home-village of the celebrated cheese, 
but mischievously leaves out www.mich- | 
elin-travel.com. 

Gallimard, France’s top literary pub- 
lisher, but a newcomer to travel books, 
gets top marks for the look of its tourism 
books. Its guides are superbly illustrated. | 
The Gallimard volume on medieval 
France (FFr185) is stunning. It is almost a 
pity to lug it around. Which is why 
Gallimard also offers a coffee-table edi- 
tion of some of its guides. Not to be out- 
done, Hachette's large-format “Un Etéen 
Bretagne” and “Un Eté en Provence” 
(FFr125) combine sightseeing and how-to 
tips on traditional arts and crafts. 

Within the diversity, however, differ- 
ences blur. Hachette’s “Voir” series, 
which is the French version of Dorling 
Kindersley’s Eyewitness Travel Guides, 
resembles Gallimard’s guides (unless it is 
the other way around): short texts fitted 
around photographs and colour plans of 
key monuments and city areas. “Voir 
Paris” (FFr145) has good maps and in- 
dexes; Gallimard’s “Paris” (FFr144) pro- 
vides more historical and cultural back- 
ground, with useful, at-a-glance charts of | 
closing days and late-night opening 
hours for the main museums, while its | 
“Paris Secret” (FFr125) explores crypts, lit- | 
tle-known museums and secret gardens. 
“Paris” (Aperture; $29.95; £22) isa stun- | 
ning book of unusual photographs of the 
French capital by Mimmo Jodice (see 
picture of above). 
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New history museums 


Oh, what 
a lovely wall 


BERLIN 


ELEBRATIONS by winning sides are 

such fun. At last month’s opening of 
the Allied Museum in Berlin, veterans of 
the cold war did the diplomatic equivalent 
of a team kiss-in by the corner flag. Soldiers 
and politicians from Britain, France and 
the United States, whose forces occupied 
the western half of the city from the end of 
the second world war until 1994, preened 
themselves amid grateful tributes from that 
conflict’s loser-winners, the Germans. The 
winner-losers, the Russians, were not in- 
vited, appearing only as sinister plywood 
cut-outs in one of the exhibition halls; east 
Berliners were all but invisible. 

The museum, in a former American 
military complex, was conceived as a Ger- 
man thank-you to its three allies, and is 
sponsored by all four nations. It includes a 
six-metre-long chunk of an eavesdropping 
tunnel dug underneath East Berlin in the 
1950s, and one of the Hastings bombers 
that flew in supplies during the airlift. Its 
aim? To show “what part the allies played 
in bringing democracy” to Berlin. 

The reality is rather different. The mu- 
seum risks leaving a newcomer to Berlin’s 
history with three misleading impressions. 
First: that the allied presence in the city was 
entirely disinterested; second, that it was 
entirely welcome; and third, that it was en- 
tirely beneficial. 

Take the question of motive first. The al- 
lies’ original interest in Berlin was strategic, 
not charitable. A patchy sort of affection 
took hold as memories of Nazism and the 
allied bombing faded. But it was seldom 
spontaneous or immediate. The famous 
airlift that took place 50 years ago this sum- 
mer did thwart Stalin’s plan to starve West 
Berliners into accepting communism. But 
power politics, rather than idealism, was 
the mainspring of the allies’ response in 
1948. In the decades that followed, the west- 
ern military presence in the city was both a 
handy tripwire for NATO, and a usefully ir- 
ritating reminder to the Soviet Union of the 
provisional and arbitrary nature of the 
post-war settlement in Europe. The mu- 
seum highlights the sentiments, but ignores 
the calculations. It also underplays another 
key aspect: West Berlin’s usefulness as a 
base for western spies and snoopers. 

Take the Teufelsberg eavesdropping sta- 
tion, a ghostly hi-tech cathedral of the cold 
war, perched on a hill-top in western Ber- 
lin. Although now defunct, its exact ca- 
pabilities in listening in on Warsaw Pact 
phones and radios remain a secret. Yet 
there is no reference to Teufelsberg—proba- 
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S LONG as the Elgin marbles sit in 
the British Museum, rather than 
gracing the Parthenon in Athens from 
which they were removed almost 200 
years ago, debate will continue to rage 
over whether or not they should be re- 
turned to Greece. 

That debate has grown even warmer 
recently with the publication, in a reis- 
sue of William St Clair’s “Lord Elgin and 
the Marbles” (Oxford University Press; 
£12.50) of British Museum reports that 
were kept secret for many years. These re- 
veal not only that the marbles were dam- 
aged while in the museum’s custody, but 
that the damage was covered up. Mean- 
| while, museum officials continue, as if 
nothing has happened, to maintain that 
the great grey mausoleum in Blooms- 
bury is the best and safest place for the 
marbles to be. 

Little in Mr St Clair’s book is new. 
Both the Daily Mail and Sir Jacob Ep- 
stein, the most renowned sculptor of his 
day, knew by 1939 that the Elgin marbles 
had been cleaned for about two years 
with copper tools and carborundum, a 
substance normally used for grinding 
steel. The effect of this was to destroy the 
surface, including traces of the original 
painting, gilding and waxing and the 
marks of the sculptors’ chisels. It also left 





Frieze fight 


Scraping the marbles 
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the marbles, which had been coated with 
a honey-brown patina tending even to 
black, a raw white colour. 

This, of course, had been the intent 
behind the cleaning. Ever since their first 
public appearance in London, in 1807, 
the marbles had shocked and disap- 
pointed those cognoscenti who had as- 
sumed that all ancient scuplture was 
white. They wanted a more dazzling ef- 
fect than could be achieved by the muse- 
um’s standard policy of flicking with 
feather dusters and sponging with dis- 
tilled water. Once others saw the dam- 
age, though, the museum stopped the 
scraping. Officials tried to stain the mar- 
bles brown again, put up a railing (which 
still survives) to keep the public at a de- 
cent distance, and held an internal in- 
quiry designed to place blame on lowly 
members of staff with drinking prob- 
lems. It is the extent of this “cynical 
sham” that Mr St Clair’s new chapter 
now exposes for the world to see. | 

It certainly changes the balance of the 
debate. Lord Elgin’s removal of half the 
Parthenon’s sculpture by saw and gun- 
carriage, starting in 1801, was justified by 
legal permissions obtained by chicanery 
and bribes; yet it was, for all that, an act 
of rescue. The Ottoman powers in Athens 
cared nothing for the ruins of Greek an- 
tiquity, and had already pillaged them 
for building stone or bricked them up for 
gun-placements. When the marbles 
reached London they were an artistic 
sensation, justifying Elgin’s claim that 
they would alter the taste and sensibil- 
ities of the whole of northern Europe. 

Yet as soon as the Greek nation re- 
gained independence in 1830, the force 
of the moral argument was alwaysonthe | 
Greek side. Britain had to fall back on 
claims of safer, more competent and 
more scholarly stewardship: claims now 
demolished, almost literally, by the im- 
age of British workmen in overalls scrap- 
ing their blades across the shoulders of 
the gods. 








bly the most important installation of its 
kind in Western Europe—in the museum. 
Also missing is a sense of how resented 
certain aspects of the allied presence were. 
The allied commanders, not the city’s 
mayor, had the ultimate say. West Berliners 
were not allowed to challenge allied ad- 
ministrative decisions (such as the exten- 
sion of a firing range) in the courts. The al- 
lied forces enjoyed a startlingly cushy 
lifestyle, including villas, riding lessons 
and domestic servants: all paid for by the 
German taxpayer as “occupation costs”. 


From the 1970s, this began to chafe. Ber- 
lin became a haven for malcontents and 
ne’er-do-wells from the rest of West Ger- 
many—in part because its special status 
meant they could avoid military service. 
Opposition to the allied presence grew. 
West Germany's Green movement was 
sparked partly by irritation with the allied 
military presence in Berlin, which, it was 
argued, induced an atmosphere of para- 
noia in the city. 

There are other odd gaps too. Divisions 
among the allies are ignored, for example 
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the French practice of sending raw recruits 
to Berlin rather than seasoned soldiers of 
the sort sent by the British and Americans. 
More important is how the East Germans 
regarded their presence—and what they 
think now. The museum would be well- 
placed to explain, but doesn’t. Even more 
glaringly, what about the Russians? Portray- 
ing the cold war's victors with no input 
from the losers creates a one-sided picture. 
The third whitewash is the effect the 
occupation years had on West Berlin. There 
are few physical remnants: some shrunken 
schools, a vast underground ammunition 
store, one surviving Americans-only subsi- 
dised supermarket and well-tended mili- 
tary cemeteries. But the bad effects on the 
city’s political fibre are all too lasting. West 
Berlins shop-window prosperity was 
bought at the price of gross corruption, as 
crooks and opportunists competed for the 
lavish West German subsidies. Bad habits, 


in business, culture and politics, were first 
indulged, then became entrenched. For all 
its attractions, Berlin remains one of the 
most crony-ridden and inefficient cities in 
Germany; its political class the most de- 
nuded of talent—something which augurs 
badly for the city’s reincarnation as the 
country’s capital. 

The museum’s director, Helmut Trot- 
now, says that a later extension may in time 
make room for a bigger and fuller picture. 
That would be welcome. But the real prob- 
lem is one of attitude, not space: a history 
museum which is too keen to make a point 
risks achieving the opposite. Berlin’s story 
is too complex, and its lessons too impor- 
tant, to be spoiled by propaganda or auto- 
matic responses. Triumphalism from the 
victors of the cold war, besides, is one thing 
that can be counted on to turn off eastern 
Germans trying to rethink their past. Revi- 
sionists, Berlin needs you. 

ES E 





Dissident writing in Indonesia 
Angry old man 


JAKARTA 


HANGE, when it comes, is always too 
late for some. So it is with Pramoedya 
Ananta Toer, Indonesia’s most celebrated 
writer. Jubilation, or at least quiet satisfac- 
tion, might be expected from a man who 
spent 14 years in a remote, malarial island 
prison under Indonesia’s President Su- 
harto. But Mr Suharto’s resignation in May 
brought the writer little joy. The student 
movement which helped overthrow the 
old leader was courageous, he agrees, but 
“only a start”. Mr Suharto’s people are still 
in power, his armystill has the final say and 
Mr Pramoedya’s books are still banned. 

Since his release from prison in 1979, 
Mr Pramoedya has lived in a modest sub- 
urban house in Jakarta. At 73, he is physi- 
cally robust and conversationally combat- 
ive, but receives visitors with gentle 
Javanese courtesy. One hand holds an In- 
donesian clove cigarette, the other is 
cupped behind his left ear. His hearing 
never recovered after policemen clubbed 
him with rifles on arresting him in 1965. 
Now he is very deaf, and very angry. 

Like 1.3m other former “politicals” in 
Indonesia, he and his family suffered con- 
tinued restrictions even after his release 
from jail. He was not allowed to leave Ja- 
karta, and the house he lived in was often 
watched. A car acquired in 1996 offered 
precious freedom of movement. But soon 
after getting it, he crashed into a roadside 
stall and gave up driving. 

Mr Pramoedya sees himself as the prod- 
uct ofa “failed generation”, a selfjudgment 
which seems harsh, if understandable. His 
novels—in particular those known, after In- 
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donesia’s prison island, as the “Buru Quar- 
tet”—are widely admired abroad, and, de- 
spite being forbidden there, in his own 
country as well. His name often comes up 
when Nobel prize time comes around. But 
Mr Pramoedya has different yardsticks. The 
preoccupation of his life, which he made 
the theme of his Buru novels, has been In- 
donesia’s effort to create a national iden- 
tity, by freeing itself first from Dutch colo- 
nialism and then from occupation, as he 





Asmile, but little joy 
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sees it, by the army. 

He was first in jail at the hands of the 
Dutch, during the anti-colonial struggle of 
1945-49. They were “better than Suharto”, 
he claims, and he taught himself English 
from books they provided. On Buru, he 
“wrote” his own first books without paper 
or pencil, speaking them aloud as stories 
for his fellow prisoners. His second visit to 
prison came in 1960, when the government 
of President Sukarno banned his history of 
Chinese people in Indonesia and had him 
locked up for ten months. 

So why do many of his fellow writers 
now treat Mr Pramoedya as less than a liter- 
ary martyr? The fact is that in the violent 
ups and downs of Indonesian politics he 
was not always a victim. In the early 1960s, 
Mr Sukarno turned to communist support, 
and for Mr Pramoedya, a communist sym- 
pathiser, this was a moment in the sun. Asa 
key member of the Institute for People’s 
Culture, he wrote polemics against other 
writers. Though he insists that he had little 
say, authors he criticised fell out of favour 
and their books were banned. 

That was never forgotten. Years later in 
1995, when Mr Pramoedya won the Mag- 
saysay prize, a kind of Asian Nobel, and the 
government stopped him from going to 
Manila to receive it, 26 writers and artists 
signed a letter of protest—not about the 
travel ban but about rewarding any writer 
who had once led a “witchhunt”. 

Yet Mr Pramoedya’s reign of influence 
was brief. In 1965-66, he was lucky to escape 
with his life when Mr Suharto took power. 
More than 500,000 Indonesians—Mr 
Pramoedya insists it was 2m—died in the 
slaughter. The new regime banned the Buru 
novels, which feature a character based on 
Tirto Adhisurjo, a turn-of-the-cen- 
tury journalist and Indonesian na- 
tionalist. Mr Suharto treated his peo- 
ple as unready for freedom, claiming 
that “Asian values” did not include 
individual liberties, even though na- 
tionalists of Tirto’s generation cared 
for them passionately. 

After three decades as a non-per- 
son, Mr Pramoedya did, this month, 
attend a televised seminar. But he is 
fighting disillusion. Since Buru, he 
has written one novella only, and 
now suffers badly from writer's bloc. 
Instead, he spends five hours a day 
clipping newspapers and has “too 
many ideas” to start a new book. The 
one hope for the future, he believes, 
lies in a new generation, whose 
“hands are not bloody, and whose 
mouths have not been soiled by the 
government's cakes”. Everybody over 
30 is corrupted, he glumly con- 
cludes. The politician he most re- 
spects is a young leftist, Budiman 
Sudjatmiko. He is in jail. 
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T THE age of five George 
Lloyd was playing the vio- 
lin rather well. At ten he was 
composing and at 19 he wrote 
his first symphony. By the time 
he was 25 three of his sympho- 
nies had been performed by 
British orchestras and his two 
operas had been staged in Lon- 
| don. Was there no stopping this 
musical phenomenon? There 
was. He became a casualty of 
| fashion. 

The first three decades of this 
century were a period of great 
| change in the arts in western 
countries. In painting, artists 
once admired for their skill in 
accurately depicting the human 
figure were regarded as dated 
| when compared with the inno- 
| vative cubists. In literature, 
| young novelists were trying to 
| write like Ernest Hemingway. In 
music, Arnold Schoenberg, the 
creator of the 12-tone technique, 
| was the name to drop if you 

wanted to show you were keep- 
| ing up. Extraordinary new 
| sounds were being heard in con- 
| cert halls. 

Mr Lloyd liked old sounds, 
what he called “the big tune”. 
His idol was Verdi. Elgar he con- 
sidered Britain’s finest com- 
| poser this century. “I never 
| wrote 12-tone music,” Mr Lloyd 
| recalled, “because I didn’t like 
| the theory. I did study the 
blessed thing. I thought it was a cock-eyed idea that produced 
horrible sounds. It made composers forget how to sing.” 

European music generally stopped singing in 1939 with the 
outbreak of the second world war. George Lloyd joined the Brit- 
ish navy as a gunner (and bandsman, playing the trumpet). His 
ship was blown up in 1942 and he was badly injured. By the time 
he was better and composing again, it seemed that the modern- 
ists had decisively won their battle with the traditionalists. The 
people at the BBC who had once supported Mr Lloyd had died or 
retired or changed their minds. In the post-war years it seemed 
no one wanted the big tune. 





Growing carnations 


“If I sent the BBC a score in the 1950s they sent it back unread. | 
realised that nobody wanted to hear my music.” Mr Lloyd de- 
cided to save the postage and for 20 years he and his wife Nancy 
grew mushrooms and carnations in Dorset. 
| In the uncertain world of the arts, the composer of classical 
music risks having the most frustrating of careers. He needs an 
orchestra to give life to his work. Havergal Brian (1876-1972) was 
a gifted British composer whose “Gothic Symphony” is now rec- 
ognised as one of the outstanding compositions of the century. It 
was written in the 1920s but not performed until towards the 
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George Walter Selwyn Lloyd, master of the 
big tune, died on July 3rd, aged 85 


George Lloyd 


end of his life, and then not to 
Brian’s complete satisfaction. It 
needed a huge orchestra. How | 
big? “About 200 players in the | 
orchestra itself,” the optimistic 
Brian would say. “Then I want 
four brass bands and four 
choirs. Say 1,000 musicians, pos- 
sibly more. And three conduc- | 
tors to control things.” | 

Mr Lloyd’s needs were more 
modest. As a young man he had 
happily played in chamber | 
groups with his father on flute | 
and his mother on violin. His | 
first opera, “Iernin”, had been 
staged near his home in Corn- 
wall by an enthusiastic amateur 
group. But in later years, in his 
market garden, he would dream 
of working with the orchestras 
whose professionalism he had 
briefly experienced before he 
went to war. 

Musical prodigies are not all 
that unusual. As with a talent for 
mathematics, a gift for music | 
soon becomes apparent. The 
prodigies often have sympa- 
thetic parents, as young George 
did. And often a career of great 
promise ends suddenly, in 
breakdown or death. What is un- 
usual about the Lloyd saga is 
that it had a late flowering. In 
the 1970s something happened, 
or rather several things. The BBC | 
took an interest again in Mr 
Lloyd. America discovered him. 
Commissions for new works started arriving in Dorset along 
with seed catalogues. He was invited to conduct orchestras in 
Britain, Hong Kong and New York (the Albany Symphony Or- 
chestra). Old recordings of his melodious symphonies were 
dusted off and new ones made. “All of a sudden, buckets of dol- 
lars,” said Mr Lloyd. “I couldn't believe it.” 

Not everyone in the music world welcomed his return. 
Among critics music is not always the food of love. Originality, 
or novelty, gives critics something to write about and for many 
George Lloyd’s work was not thought of as original. Unfairly so: 
he was traditional, but not imitative. “A lot of people hate my 
guts and think I am a complete anachronism,” he said. But it did 
not worry him, It was better to be criticised than ignored. In any 
case, “I just write what I have to write.” Many people had no 
religion, no spiritual outlet, he said. “So they go for music. They 
are searching fog something to feed their souls.” Mr Lloyd did 
not attend church but, he said, he was a believer. “Twelve-tone 
music gave believers nothing. The new trend is a return to sim- 
pler things.” | 

One day when he was passing a record shop in central Lon- 
don filled mostly with young people he heard a piece of music 
that seemed familiar. It was. It was one of his symphonies. For 
George Lloyd, it was the triumph of the big tune. 
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Presents a global overview of the business enterprise and its strategic challenges. Oxford's 
four-week AMP provides a unique opportunity to stand back and pursue your own learning 
agenda, assisted by a top class team of individual tutors and in the company of some of the 
most international and high calibre senior executives. 
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APPOINTMENTS 


The Constitutional and Legal Policy Institute (CO Open Society Institute, a non- 
profit organization based in Budapest, assists legal reform in Central and Eastern Europe, the 
former Soviet Union and Mongolia. COLPI announces vacan for 3 staff attorney positions 
in 3 areas: 


Position 1: 


Position 2: 


Position 3: 


All positions are based at the Centre’s 
headquarters in Georgetown, Guyana. 
Each position will attract an 
internationally competitive salary and 
benefits package which will be exempt 
from local taxes for non-Guyanese 
nationals. Detailed job specifications 
and selection criteria and general 
information about the Centre and its 
programmes are available from the 
Director-General of the Centre or 
from its webpage 
hitp://www.sdnp.org.gy/iwokrama 

or 

hitp://gold.sdnp.org.gy/iwokrama 


For further details, contact: 

David S Cassells, Director-General, 
lwokrama International Centre for Rain 
Forest Conservation and Development, 
41 Brickdam, Georgetown, Guyana. 
Phone: (592-2) 51504. Fax: (592-2) 59199, 
E-mail: iwokrama@guyana.net.gy 
Applications close 14 August 1998. 
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The European Capital Markets institute (ECMI} wishes to sponsor 


TWO MAJOR EUROPEAN 
RESEARCH PROJECTS IN: 


A comparison between SMEs 
in Europe and in the USA 


* Including all countries that have |° Comprising an overall description 
started negotiations to join the E.U. of Europe and US small and me- 


* Focusing also on other representati- dium size enterprises (SMES). 
ve countties, such as Russia. è Analysing capital markets/venture 


* Dealing with both debt and equity capital markets in relation to SMEs. 


products/markets. 
© Describing the following aspects: 


* Comparing risk taking and star- 
ting/developing companies. 
- Main features, policy market, sta- e Describing the following aspects: 


tistics and results + Capital structure and profitability 


+ Growth and Increase in employ- 
ment rates 


+ Legislation and regulation 


+ Development trends and perspec- 
tives + Government incentives, finan- 


+ Role in the European capital mar- cing andlegal constraints 


ketin a medium and/or long-term 
horizon 


+ Local vs. world market strategy 








——f 
Academics and other independent researchers are invited to submit detailed research propo- 
sals, together with a full budget, for consideration by the ECMI Board. 
Research should be completed by the end of October 1999. 

Applications and full CVs of al proposed contributors should be sent ta: 
Mr, Ramón Adarraga, ECMI Secretary General, c/o Bolsa de Madrid, Plaza de ta Lealtad, 1, 
T 28014 Madrid (Spain). Tel: 3491 589 1191/2069. Fax: 3491 531 2290. E-mail: ecmi@tsai.es 


Closing date: 12 September 1998 


Economic Advisor, London-based 


The Centre for Economic and Manufacturing Policy, part of the 
newly created University of Cambridge Institute for 
Manufacturing, has a vacancy for a well-qualified and- 
enthusiastic economist to take forward its research and briefing: | 
programme. Building on an established reputation for objective 
statistical and interpretive research, the appropriate candidate . 
will have the initiative and drive to develop new areas of 
research to inform the policy agenda in relation to . 
manufacturing. He or she will also provide a regular briefing. 
service for Institute members and others with an interest in 
manufacturing matters and will contribute through topical | 
articles and discussion papers to debates around policy issues 
for manufacturing. Based in London, the candidate will also 
work closely with Institute colleagues in Cambridge, forging 
linkages between economic, manufacturing, business and 
management research, 


Candidates will need a post-graduate. qualification in | 
economics, preferably with two years work experience in a 

relevant environment and with good communications and 

computing skills, including a knowledge of econometric 

packages. 


To apply please write to Mrs Liz Amos at 24 Buckingham Gate, 
London SW1E 6LB (Telephone 0171-828 8878), enclosing a cv. : 


Closing date for SARNA 31 July 1998. 


E UNIVERSITY OF 
iy CAMBRIDGE 


Lehman Brothers Seeks Two Economists 


Owing to an expansion of our business we are looking for two economists to join our well respected London-based 
Global Economics team, headed by our Global Chief Economist. 


The first economist will work with the Head of Foreign Exchange Economics, and the second will join the team 
responsible for “Euroland” economics. 


In both positions, successful candidates will be working with well established teams combining academic rigour with 
timely input to the Firms’ trading and business activities. 


Candidates should have obtained a Master’s degree in Economics (or equivalent), be highly numerate, preferably with 
-a flair for statistics and econometrics and able to write fluently in English. For the “Euroland” Economist position, a.’ 
~ second European language, preferably French or Italian, would be advantageous. In the case of the Foreign Exchange 3 
Economist, relevant work experience and/or relevant PhD is also desirable. 


A competitive compensation package will be offered. 


- Lehman Brothers is a global investment bank with leadership positions in corporate finance and advisory services, ` 
capital markets sales, trading and research. Lehman Brothers serves the financial needs of corporate, governments 3 
institutional and private clients through offices in all major financial centres worldwide. ; 


Please reply, including a- fall CV. to: Miss Julia Bristow, Global Economics. Department, Lehman a 
1 Broadgate, London ECM AHA, Fax: (0171) 260 2135. e-mail Julia_Bristow@gbcecmail. lehman com: : 


=~ LEHMAN BROTHERS 
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United Nations /Cambodia Office Of The High 
Commissioner For Human Rights (COHCHR) 


he COHCHR is seeking to fill fi 
the following positions: 


zo JUDICIAL MENTORS (4) 
JUDICIAL MENTOR PROGRAMME 
. COORDINATOR (1) 


The Judicial Mentor Programme was established in Cambodia in 1996. It 
contributes to strengthening the: capacity of the judicial system through 
training and the provision of professional advice and assistance to judges, 
Prosecutors, court staff and others involved in implementing legislation in 
conformity with the following international human rights norms. 
Judicial mentors may cover one or more provinces, and are directly attached 
to the courts, The COHCHR currently seeks to recruit four mentors with the 
followings qualifications: 
Qualifications: 
advanced-level degree in law (civil and criminal) 
at least four years’ courtroom experience, with judicial experience an asset 
knowledge of human rights and judicial reform issues in a developing 
country setting 
fluency in English and/or French and Khmer an asset 
basic computer literacy 
In addition, the COHCHR will recruit a Coordinator for the six mentors in 
Judicial Mentor Programme. This full-time position will be based in Phnom 
Penh, The Coordinator will provide overall direction to the work of the JMP, 
‘identifying priorities, goals and training needs, and will liaise with other units 
of the COHCHR in pursuit. of the reform of the administration of justice in 
Cambodia. The qualifications required are similar to those of the Judicial 
Mentors, but candidates should have at least cight years court experience, and 
should also have some managerial and supervisory experience. 
Applications from women for these posts are particularly welcome. Letters of 
application enclosing detailed resumes should be sent to: 
COHCHR - JMP positions, P.O. Box. 108, Phnom Penh- Cambodia; 
Fax: 855 123 720 030. 
Attention JMP positions; E-mail: cohchr@worldmail.com.kh. 
Only short-listed candidates will be contacted. 


Psat] 
Be REGIONAL ENVIRONMENTAL 


N ADVISORS 
AT] f] | | 


The U.S. Agency for International. Development (USAID) seeks two individuals 
to fill Regional Environmental. Advisor positions: one for Central and one for 
South America. The positions will be filled through Personal Services Contracts; 
will be based in Guatemala City, Guatemala, and Quito, Ecuador, respectively; 
and will involve substantial travel to USAID-assisted countries in the regions. 
Principal responsibilities include advising local USAID offices and governments 
on environmental impacts of development activities; and assisting in the 
conceptualization, design, and monitoring of environment and natural resource 
management. programs and policies. Suitable candidates will have strong 
backgrounds in aspects of environmental sciences, natural resource management, 
pollution prevention, and related principles of economics and policy. Candidates 
also need extensive experience in preparing environmental impact statements, and 
in assisting developing countries in the design and implementation of programs 
that strengthen local capacity for assuring the environmental soundness of 
development programs. 


Minimum qualifications include: (1) an advanced degree or equivalent experience 
in an environmental discipline, e.g., ecology, environmental planning, natural 
resource economics, forestry, urban and industrial pollution prevention, etc.; 
(2) experience working for developing countries on sustainable natural resource 
management issues, preferably in Latin America; (3) a proven track record in 
working effectively with public sector agencies and with non-governmental 
organizations (NGOs); (4) strong interpersonal skills; (5) English and Spanish 
fluency; (6) very strong English writing skills; and (7) U.S. citizenship. 


If applying for the South America position, please send SF 171 or AID 1420-17 
biographical data sheet, and resume to Allen Eisenberg, USAID/Peru, UNIT 3750, 
APO, AA 34031, if applying for the Central America position, please send the 
above materials to Margaret Dula, USAID/Guatemala, APO AA 34024. 


To be considered, applications must be received no later than September 15, 1998. 


USAID is an Equal Opportunity Employer 
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EN international development support servic 


CONSULTANTS REQUIRED - 
AFRICA, ASIA AND THE PACIFIC 


IDSS is unique in international development consulting. We are à wholly 
owned subsidiary of Community Aid Abroad (Oxfam in Australia), one. of th 
Asia Pacific regions largest international NGOs. Our mission is to: influence 
the conception and delivery of major bilateral and multilateral dev lopme 
projects in favour of people-centred approaches.. The compan) TOV 
project design, management and consulting services across the developing 
world to clients ranging from indigenous community based organisations ta 
multilateral development banks, emphasising participatory and institutional . 
strengthening methodologies. IDSS' highly qualified, multi-disciplinary team 4 
has “hands on” experience in 38 developing countries and a strong» 
commitment to participatory, sustainable development. 


To strengthen our network of consultants and associate firms, we are seeking 
like-minded professionals with postgraduate qualifications and a track record - 
(at least 5 years) in technical consultancy, training or project management in. 
Africa, Asia or the Pacific in: Agriculture; Forestry; Marine Resources: | 
Environment and Natural Resources Management; Education; Governance: » 
Health; Humanitarian & Emergency Assistance; Social Sector; and Water | 
Supply & Sanitation. Cross-cutting expertise is sought, particularly in: social 
and gender analysis; community development; participatory, and integrated 
development; ethnic minorities; economic development including ME 
institutional strengthening and reform; human resource development and 
NGO-Government co-operation. We have an immediate requirement for’ | 
consultants in: primary health care, basic education (Laos, Cambodia, f: 
Vietnam); reproductive health (Indonesia, China); integrated health (Samoa); > 
Coastal Zone Management (Papua New Guinea, Indonesia, China); Children 
in Difficult Circumstances (Indonesia); various sectors in Mozambique and 
East and West Africa. To register your interest, please forward your CV to: 
The Recruitment Manager, IDSS, 32 Lincoln Square North, Carlton 3053, 
Melbourne, Australia, email: idss@ozemail.com.au Further information 
about CAA & IDSS may be obtained at: www.caa.org.au 


NSTITUTE OF TECHNOLOGY (AIT) 
School of Management (SOM) 
Bangkok, Thailand 


DEANSHIP 
and New Faculty Positions 


The Asian Institute of Technology (AIT), founded. in 1959, is an autonomous international 
postgraduate studies institution. The School of Management (SOM) of AIT is seeking. 
nominations or applications for the position of Dean. Potential candidates should hold or be. 
eligible for the rank of Full Professor. The Dean normally serves a three-year term, with a 
possibility of renewal for another term. However, the faculty appointment may continue after 
completion of deanship. 


Candidates should have a record of substantial academic, consulting, and administrative 
achievements in Business Administration or Management. Candidates also should prepare a 
statement of their vision: for the School of Management, as part of their application. Strategic 
directions:and innovative approaches to become the leading School of Management in the Asia- 
Pacific region should be highlighted. The Dean is expected to lead SOM in a period of challenge. 
The ability to provide visionary leadership and to interact with faculty in a transparent, collegial 
and participatory way are key requirements. Candidates are expected to establish strong links. 
with international, regional and local business communities and take a leading role in fund- 
raising and consulting activities. Past success in these activities should be documented. 


The Institute is also seeking new faculty to meet the growing needs of the School in dts two 
fields of MBA study: International Business (EB) and Management of Technology (MOT). 
Appointees are expected to teach, conduct research, organize executive development programs, 
and do consultancy in areas related to the above fields. Initiatives such as program and/or new’ 
course development are highly desirable. The appointments are focused on the following areas: 
Finance & Accounting: International Marketing; international Strategic Management; 
Management of information Systems; R&D Management; Technology Transfer; and Technology 
Assessment & Forecasting. Academics with other specializations relevant to IB or MOT are 
encouraged to apply. 


The minimum academic qualification for the above faculty positions is a doctoral degree in 
Business Administration, Management, or related disciplines. The appointment may be at the 
rank of Assistant, Asgociate or Full Professor, depending on teaching and professional 
experience. Appointment may be renewed, based on performance. Base salary will be 
commensurate with experience and achievements. Benefits include a housing allowance of 20% 
of base salary, 10% contribution to an insured. savings or compensation fund, round trip air 
travel, settlement and resettlement. grants, and an educational allowance for children. Any 
income tax on salary drawn from the Institute is paid by the Institute to the Royal Thai 
Government. 


Applicants are invited to submit their resume including: names of three referees. Please submit 


: applications via fax or air-mail by 31 August 1998 to: The Dean, School of Management, Asian 
Anstitute of Technology, P.O. Box 4, Klong Luang, Pathumthani 12120, Thailand. Fax: (66:2) 

Eo 4 5245667, 5162126. For farther information, please. contact the Dean at e-inail address: 
_som@ait.ac.th or visit our website: http://www. ait.ac.th/AlT/hro/ads/som. himi 





Research Posts in Finance/Mathematical Finance 
Two one year research posts linked to the ESRC-funded project, New Approaches to Modelling 
Defavitible Debt. Applicants should have a strong quontitative background with an MSc/PhD in finance, 
moths or a natural science. 
Please send CV and examples of research to: Professor William Perraudin, Dept. of 
Economics, Birkbeck College, 7-15 Gresse Street, London WIP 2LL 


Executive earning $50K-500K+. Career searching into, within or out of 


| Asia/Europe/U.S.? A new position is closer than you think! Free info. 
www.CareerPath.co.uk E-mail: cpasia@bkk.loxinfo.co.th 


Tel: 


2674685 


UNIVERSITY OF CAMBRIDGE 
Department of Engineering 
Institute for Manufacturing 


As part of the development of the newly established Institute for 
Manufacturing, the University wishes to make a number of important 
appointments to unestablished posts under the following headings. 
The formation. of the Institute reflects a broad view of manufacturing 
from. the understanding of markets through product and process 
design to operations all within an economic context. The Institute’s 
activities bring together senior industrialists and policy makers as 
well as managers, technologists, students, researchers and scholars 
in an international environment. 


Appointment in Education: 


Deputy Director - Manufacturing Leaders 
Programme (MLP) 


In order to cope with a planned expansion of this successful new 


programme, the post of Deputy Director is being established to 
assist in the development and operation of the programme. It is 
anticipated that the successful candidate will assume the 
directorship of the programme. within the foreseeable future. Some 
familiarity with post-experience education at senior levels coupled 
with broad industrial experience and a strong enthusiasm for 
manufacturing will be expected. The post represents a unique 
opportunity for an outstanding individual to develop this new. and 
successful programme to its full international potential. 


Appointment in Research: 


~ Senior Industrial Research Fellow - 


Centre for International Manufacturing 


A major new project will be focussed on the mapping and analysis of 
competences in the global aerostructures industry and the 
dévelopment of new tools to enable companies to position and 
assess international production and. partnership opportunities. The 

> project is sponsored by EPSRC, GKN- Westland and a group of 
aerospace industry suppliers. Successful candidates are likely to 
have significant industrial experience, a strong enthusiasm for 
interpreting industrial practice and. the ability to develop new 
approaches to decision making for manufacturing business. A 
consultancy background might be-appropriate. 


Further information on these posts may be obtained in the first 
instance from Mrs Jackie Quchikh, University Department of 
Engineering, Press Site, Mill Lane; Cambridge CB2 1RX. Telephone 
01223 766141. Email jo2@eng.cam.ac.uk. In any enquiry or 
correspondence it should -be made clear to which post it applies. 
Applications to be received not later than 14 August 1998. 


The University follows an “equal opportunities policy. =: 


OXFORD INSTITUTE 
FOR ENERGY STUDIES — 


OIES invites applications for three Research Fellowships. OIES is. | 


an international research institute associated with Oxford a 
University, specialising in the economic and political aspects of 
the energy industries and markets, and the economic development 
of energy exporting countries. OIES also organises workshops and 
seminars and publishes two journals: Oxford Energy Forum and 
The Journal of Energy Literature, The ability to write lucidly and 
with analytical rigour is essential. Those- who should apply 


Economists in any of the following. fields: industrial 
economics, finance, commodity markets, or general 
applied microeconomics; 


or energy specialists (an interest in ‘natural gas or 
refining will be valuable); 


or graduates with an excellent academic record in 
other disciplines. and who are willing to acquire 
knowledge in the research fields covered by the 
Institute. 


Competitive salaries will depend on qualifications and experience. 


Applicants are invited to send their curriculum vitae. and the 
names and addresses of two referees to: The Director, Oxford 
Institute for Energy Studies, 57 Woodstock Road, Oxford OX2 6FA, 
Tel (01865) 311377, Fax (01865) 310527, by 10 August, 1998. 


The Arab Organization for Agricultural Development(AQAD) is executing a project on 
Control of Old World Screw-Worm Fly in some Middle East Countries. ADAD is 
seeking a full time qualified candidate to fill the post of a Regional Coordinator of the 
project. 
1- Qualifications and Experience: 
+ PH.D. degree in Veterinary Entomology. 
@ Minimum experience of 15 years in control of veterinary insects. 
@ Experience in controlling Old World Serew- Worm Fly is preferred 
® Proficiency in both Arabic and English languages is a must. 
@ Willingness to work in any of the participating countries, including Iraq, Jordan, 
Syria, Kuwait, Saudi Arabia, Bahrain, Sultanate of Oman, United Arab Emirates, 
Qatar, Lebanon and iran. 


2- Duties and Responsibilities: 
@ Formulating annual work plans, 


+ Implementing the approved work plan, supervising the establishment of the project i 


main Headquarters and securing project requirements through coordination with 
country coordinators and national teams. 

@ Organizing and supervising training courses according to the approved work plan. 

+ Collecting information on the spread of Serew-Worm Fly and establishing an early 
waming system. 

$ Coordinating various project activities in participating countries. 

@ Preparing periodical and annual reports. 

Participating in the preparation and organization of annual meetings. 


+ Strengthening cooperation with regional and international institutions in the field of. a 


Screw-Worm Fly Control. 
@ Acting as rapporteur for the Steering Committee: Meetings, 


3- Main Station: Provisionally, the Regional Coordinator willbe stationed in 
Damascus, Syria. 
4- Salary: Net monthly salary of 4006 US $ (Four: thousand US Dollars) for the first 
phase of the project (two years). (i 


+ Applications should be addressed. toi: 
Arab Organization fer Agricaltural ‘Development 
St. No.7, Al-Amarat, Khartoum 
P.O.Box 474, P.Cede: 11111, Khartoum 
E-Mail: aoad@sudanet.net Fax: (249-11) 471402 


a 
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ee KEW © Make a lasting impression. 
-CONSULTANCY FOR COMMERCIALISATION/PRIVATISATION 
“OF PUBLIC UTILITIES IN TRANSITION COUNTRIES 


man Financial Cooperation with Georgia - Invitation to Tender 


KIW intends to finance consulting services to assist the Georgian national 
; power generation company SAKENERGOGENERATIA in the preparation and 
‘implementation of a private management concept including the preparation of 
tender and contract documents for the operation of the Varzikhe Hydro Power 
-| Cascade. Interested consultants with experience in the field of privatisation of 
ithe power sector as: well as regional. experience may obtain the tender 
documents from the address listed below. Closing date for the submission of 
proposals is August 24, 1998. 


B) German Financial Cooperation with Albania - invitation to Prequalify 


KfW intends to finance consulting services to assist selected Water Supply 

and Sewerage Enterprises in the development of an action plan towards their 

commercialisation. interested consultants may obtain additional information 

„ffrom the address listed below. Closing date for the submission of 
‘prequalification documents is August 10, 1998. 


Kreditanstalt für Wiederaufbau (KfW), 
Palmengartenstraße 5-9, Frankfurt am Main/Germany, 
Department Lla (Europe and Near East), Fax: +49-69-7431-3490, attn. Mrs Kluger. 


www.economis 


Place your classified ad on 
The Economist Website. 
e Full colour logos and text 
e Hotlinks to your website 


. Extended lineage 
e E-mail hotlinks 


Contact the Classified Advertising department 
for more information: 


UK Tel (44)-171) 830 7000 Fax (44-171) 8307111 
USA Tel (1-212) 541 5730 Fax (1-212) 541 9378 





















































THE BANK FOR INTERNATIONAL 
SETTLEMENTS 


an international organisation in Basle, established in 1930 to 
promote central bank cooperation and provide additional 
facilities for international financial operations, 
has a vacancy for a 







Never has the demand for experienced professionals by 
US companies doing business abroad been stronger. You 

can make a dynamic move into the exciting world of global 
business expansion if your negotiation, sales, or business 
communications skills match our clients’ needs, 


World-class organizations focused on major international 
markets, particularly the Pacific Rim, have entrusted us to 
find the qualified professionals they need to succeed. We 
are seeking individuals with diverse backgrounds ranging 
from business consulting, manufacturing, sales, and mar- 
keting to high-tech fields like computer science, aero- 
space, engineering, and telecommunications. 


What is most important are your interpersonal skills 
honed through successful client management, sales corn- 
tract negotiation, new business development, and sirnilar 
efforts involving strong personal contact. In addition, you 
must have the flexibility and stamina required to live and 
work in foreign countries, 


US citizens and legal residents only. Previous. overseas 
residency or extensive foreign travel is a plus, as is 
proficiency in one or more foreign: languages. All of our 
clients are major organizations that offer highly competi- 
tive compensation and benefits. Send your full resume 
and salary history for immediate consideration. Please be 
advised that due to the number of inquiries we receive, 
we are able to respond only to those that meet our 
clients’ immediate requirements. Principals only. No 
phone calls, please. EOE 


Cooper, Ramos & Lee Consultancies, ATTN: EC/718, 
PO Box 420159, San Francisco, CA 94142-0159; 
e-mail: cri@us.net 


COOPER 
RAMOS € LEE 


NEW YORK * SAN FRANCISCO « CHICAGO = MIAME 































to assist the Head of HR with a variety of compensation and 
benefit issues on both an operational and strategic level. 



















The principal tasks will include: 

e Administering the Bank’s compensation and benefit 
policy 

e Preparing and monitoring the bank-wide staff budget 

è Identifying relevant developments in the market and 

making proposals in the light of this 

Managing relationships with external suppliers 



























The successful candidate will: 

¿+ Have a degree or equivalent qualification and at least 3 
years’ relevant experience 
Be numerate and computer literate 
Have an eye for detail coupled with analytical and 
problem-solving skills 

* Be able to communicate effectively at all levels 

e Enjoy working as a member of a team 


























In addition to English, a good command of another main 
world language is desirable. 


The BIS offers attractive conditions of employment in an 
international atmosphere and excellent welfare benefits. 






Applications should be sent, together with references, to 
‘Human Resources, Bank for International Settlements, 
4002 Basle, Switzerland quoting the reference number 98473. 
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ROYAL AGRICULTURAL COLLEGE — 
School of Business, UK Grou of Thirty 
in conjunction with the J Pp 
Larenstein International Agricultural i 
College, Netherlands; Universidad ee m3 ee 
Politecnica de Valencia, Spain; ESA Angers, International Insolvencies 
France, FHN Nürtingen, Germany. 


a In the Financial Sector 


A Study Group Report 
EUROPEAN MBA IN FOOD e aes 3 
AND AGRIBUSINESS The Asian financial crisis has demonstrated the 
a danger of weak national insolvency laws. This report 
‘The MBA studies in 3 European Countries, in English, recommends actions by the public and private sectors 
focuses on problem based learning and managerial skills in to address problems that would arise if a major 


_ Finance, Marketing, HRM, Strategy and Operations, insolvency in the financial sector were to spill across | 
.. includes an in-company team project. borders 


' Graduates having gained a corporate vision wider than , 
Price: $40.00 


> purely domestic markets, plus skills and confidence to 
- operate in a national and multinational setting, have found 
“employment in Germany, Netherlands, Slovakia, Spain, 


For more information Tel, 202-331-2472: 


1. China and the UK with Cargill, Sara Lee, SVG Intermol, or oorder contact Suite 450 Fax 202-785-0423 
| Novartis and Fyffes. Washington, DC 20036: bes on 


email: info@group30.org www: http://www.group30.org 
Details from: Admissions, The Royal Agricultural College, i pi 
Cirencester, Glos. UK. GL7 6JS Publications in International Economics and Finonce 
Tel: +44 (0) 1285 652531 Fax: +44 (0) 1285 650219 
email: sue.burton @royagcol.ac.uk http//www.royagcol.ac.uk 


_ APPOINTMENTS 





McKinsey & Company is an international management consulting firm with. 74 offices.in 38 
countries, serving the leaders of large organizations on matters of strategy, organization and 
operations. Our mission is to help clients make positive, lasting, and substantial improvements 
in their performance, and to build a great Firm able to attract and retain exceptional people. 
The Firm approaches key markets through ‘‘Practices”, which add more value and focus to its 
service delivery. For the major, growing utilities market, the Company seeks an outstanding 


European Utilities Practice Coordinator 


_ Package to attract the best Madrid or Stockholm 


Primary responsibilities: Expected Credentials: 

+ Manage a European network of research professionals specialised in * Knowledge.and experience in the utilities industry, preferably electric 
the utilities sector. power and natural gas. 

¢ Develop a knowledge management process for dissemination to *3 to 6 years business experience in utilities production analysis or 
consultants. Liaise with Utilities Partner leadership for knowledge planning, distribution and/or marketing or project management. 
management strategy. * Degree calibre, MBA preferred. 

* Develop and manage industry informations tools and systems. * Excellent written and oral communication skills in English, analytical 
Identify key internal and external experts in the field. skills, knowledge of software technology and database management. 

* Provide stewardship for personnel and financial processes. * Service oriéntation, self-starter, able to manage ateam of highly 

* Assist consultants in retrieving and applying best practice qualified professionals across Europe. 
information and thinking. ; * Polished interpersonal skills, at all levels. 


McKinsey offers an exciting and collaborative work environment, excellent training and development opponunities and highly competitive compensation 


The Company will participate in the initial stages of the recruiting process. 
Please $end your CV, indicating the reference MAD-E-0702-E, to: 














i 3 pg oR ARS h Bees NBS 
A BNB Resources, ple company ~~ ; C/ Padilla, 1-28006 Madrid - Spain 
; ee 2 : Tel. 34 91 575 12 00: Fax 34 91 S75 24 48. 
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7ELLOWSHIPS 





The United Nations 
University 


"iQ UNU/IAS 


Institute of Advanced Studies 


Ph.D. Fellowship at the United Nations University 
institute of Advanced Studies 


‘The institute of Advanced Studies of the United Nations University 
(UNUAAS) is a multi-thematic research and training centre located in Tokyo, 
Japan..tts programmes are directed at pressing global issues of concern to 
the United Nations, making use of advanced research methodologies and 
with an interdisciplinary approach. 


Fellowships. of eight months are offered to Ph.D. candidates to carry out 
their doctoral research in a subject area closely related to one of the 
following current thematic areas of the UNU/IAS: G) Eco-restructuring for 
Sustainable Development; (ii) Mega-cities and Urban Development; (iii) 
Multilateralism and Governance and (iv) Science, Technology and Society. 
Applicants. must be at the dissertation stage of their Ph.D. and their home 
university must have accepted their research topic. Successful applicants 
will carry out their research in Tokyo under the supervision of UNUAAS 
faculty members and/or affiliated UNU/IAS network scholars. Language 
proficiency in English is required. Fellowship awards include a monthly 
stipend, subsidized accommodation, and a return ticket between Tokyo and 
the fellow’s country of residence. Please note that residing at the UNUAAS 
guesthouse for the eight-month period is a prerequisite of the fellowship. 
Applicants from developing countries are particularly encouraged to apply. 


Application: Fellowships commence in the winter, spring and fall of each 
year with the following respective deadlines: 21 August for the fall 
(November) 1998 round;'15 November for the winter (February) 1999 

round; 20 March 1999 for the spring/summer June) 1999 round. Application 
forms can be downloaded fromthe UNUAAS WWW homepage 
(http:/Awww.ias.unu.edu), obtained by e-mail (unuias@ias.unu.edu) or by 
writing to the address below. Candidates must complete an application form 
and provide the following documents: curriculum vitae, dissertation outline, 
supporting letter(s) of reference fram Ph.D. supervisor(s) and academic 
record. Only completed. applications will be considered. 


Ph.D. Fellowship Programme 

United Nations University/Institute of Advanced Studies 
5-53-67 Jingumae, Shibuya-ku, Tokyo 150, Japan 

Fax: 81-3-5467 2324. 





INTERNATIONAL PROPERTY 


+ Lake Geneva & Alps 
Attractive properties, overlooking views, 1 to 5. 
“bedrooms; from SFr 250000. Sale’ to. Non- 
} Swiss citizens authorized. Leading company 

established in 1975. Experience. Discretion. 

` REVAC S.A. 
52, Montbrillant, CH-1211 GENEVA 2 
_ Tel. ++41 22/734 15 40 Fax 734 12 20 


THE WORLDWIDE GUIDE 
TO SERVICED APARTMENTS 
FREE COLOUR GUIDE 


The Apartment Service 
Tel: +44 (0).181-944 1444 
Fax: +44 (0) 181-944 6744 


intemet: http://Awww.apartmentico.uk 
E-mail: sales@apartment.co.uk 


BUSINESS OPPORTUNITIES 





OFFSHORE COMPANIES 


* Ready made companies 

* Full corporate administration 

* Trade services (L/C, shipping) 

* Banking/Accounting services 

* China business development services 


Contact Stella Ho for immediate 
services & company brochure 


NACS LTD 
Room 1108, Albion Plaza 
2-6 Granville Road, TST, 

Kawioon, Hong Kong 
£-mail:nacs@hk supernet 


BECOME A SUCCESSFUL 
~~ CONSULTANT 
IN YOUR OWN FIELD 


Write for free details to: 


The American 
Consultants League, 
; Dept. E4, 
| 30466 Prince William Street. 
Princes Anne, Maryland, USA 
© or FAX (410) 651-4885 
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BUSINESS OPPORTUNITIES _ 















Tel: (852) 2724:1223 Fax: (852) 2722-4373 : 









The Administrators Christopher Morris, 
Robert Cameron-Ellis & Hugo Green 
appointed in accordance with 

Law 8215 (dated 9 May 1997), 

Law NR8227 (dated 30 July 1997) 
and the decision by the 

Council of Ministers No 501 (dated 24 November 1997) 
and No 66 (dated 30 January 1998) announce: 


IMPORTANT PRELIMINARY SALE 
ANNOUNCEMENT 


MAJOR DISPOSAL PROGRAMME __ 












Real Estate 


Office Accommodation 

Industrial & Warehouse Accommodation 
Hotels, Restaurants & Bars 

Petrol Filling Stations 

Supermarkets 

Apartments & Holiday Chalets 

Floating Hotel & Tourist Pier 












Food and Beverage Production Machinery and 
Equipment 

Cognac, Beer and Soft Drinks Production 

Pig & Poultry Rearing and Slaughter Facilities 
Animal Feed Mill 

Cold Storage Facilities 

Meat & Sausage Processing Machinery 

Dairy Product & Sauces Processing Machinery 
Confectionery Production Machinery 













Mining, Quarrying and Construction Plant and 
Machinery 


Quarrying Plant & Mineral Rights 
Brick and Concrete Manufacturing Plants 
Construction Plant & Equipment 








Motor Vehicles, Helicopters and Marine Vessels 
Commercial Vehicles and Saloon Cars 
Helicopters 

Passenger Ferries and Commercial: Craft 







Engineering Production. Machinery and Equipment 
Machine Tools 

Woodworking Machinery 

Plastic Injection Moulders 






| Broadcast, Banking and Office Equipment 


TV Production Suite 
Office & Banking Machinery & Equipment 


Located: Albania 



















Further information, when available, can be viewed @ 
http://www.henry butcher.com/project.albania 





For further information interested parties should contact 
Tim Chapman or Rosemary Coffey: 


>, HENRY 
daJ BUTCHER} 


INTERNATIONAL AUCTIONEERS AND. VALUERS 


email: henry.butcher.auctions@dial. pipex.com:. 








“Fels” +44-(0)171 405 8411 if 
Fax: +44 (0)171 242 2809. } 


BUSINESS & PERSONAL 






W CANADA IMMIGRATION W 


Let our exclusive group of former Visa Officers, with over 35 years 
experience, provide expert assistance and guidance to your 
immigration process. Applications professionally and confidentially 
prepared. Our money-back guarantee is your assurance of success. 
Best Government owned and administered Investor Funds available. 
Specialists for skilled workers, businessmen and investors, 


OIC CONFRATERNITY CANADA LTD, 

823-409 GRANVILLE ST. VANCOUVER, BC, CANADA, V6C 1T2 
TEL: (604) 669 0389 FAX: (604) 669 3905 

INTERNET:- www.our-website.com E-MAIL-passport@infoserve.net 


TRUSTS 


Since 1977, The ICSL Group has specialised in advising on the use of offshore 
companies and trusts to achieve personal and corporate tax savings. 


INTERNATIONAL TAX PLANNING 
We can provide innovative solutions to your complex tax problems 
We can assist you in setting up and managing a structure to help you achieve 
substantial tax Savings. 


To receive our explanatory booklet on offshore and international tax 
planning and trusts or to arrange a discussion, all free of obligation or 
l charge, please contact your most convenient ICSL office. Alternatively, 
visit our Web Site at http:/www.ICSL.com. 
HONG KONG - Simon Hanley LONDON -- Peyman Zia 
Tot +852 25421177 Fax +85225450550 tet +44 171 493 4244 fax +44 171 491 0605 


Emait hk@ICSL.com Emai: UK@ICSL.com | 


ISLE OF MAN -- Diane Dentith AMERICAS -- Paul Winder 
Tet +44 1624 801801 Fax +44 1624 801800 tot +1649 946 2828 rax: +1649 946 2825 
& Emait: lom@ICSL.com Email: tcl@ICSL.com ia | 











The Original 


kallback. 


e No Deposit e Instant Activation 
e No Miminum e ideal for Home, Office, 
e No Set Up Fees Hotels and Mobile Phones 


“Callers get dependable, high-quality service” 
The International Herald Tribune Wanted 
Tel: 1.206.599.1992 • Fax: 1.206.599.1982 


417 Second Avenue West + Seattle, WA 98119 USA 
www.kallback.com * e-mail: info@kallback.com 


New lower 
fates! 


Super Low International 
Telephone Rates! 


To the 
U.K.: 


_21¢ 

SUS 

DRIG 
14e 

18¢ 

26¢ 


Germany: France: 
_25¢ 28¢ 
22¢ 25¢ 
25¢ 28¢ 
sg  2i¢_ 
226; -~ -290 
30¢ 33¢ 


From: 
France 
Germany 


Switzerland 
U.K. 
Netherlands 


Italy 








Tel: 1 (212) 629-3268 
Fax: 1 (212) 629-3269 


Great rates from the U.S. maxinfo@ maxtelecom.net 


1 (800) 965-1645 
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U.S. IMMIGRATION 


We specialise in finding jobs, businesses or 
properties which allow you ro qualify for a 
visa, and our associate attorneys handle the 
visa processing. To learn how we can help 


you, phone us at 001 305 554 7555 
Management Consulting USA Inc. 
11401 SW 40 St. Ste 337E. 
Miami, Florida. 





COLLINGHAM SERVICED APARTMENTS 


We offer 24 apartments from 1-3 bedrooms, all 
with fully equipped kitchen / Reception with 
satellite TV - maid service - 24 hour reception - 
fax - laundry service. Our competitive rates, 
privacy and ideal location in South Kensington 
make us the perfect alternative to hotel 
accommodation 
For rates and brochure please contact 
26-27 Collingham Gardens London SWS OHN 
Tel: 0171-244-8677 Fax: 0171-244-7331 


FREE CASH GRANTS! College 
Scholarships. Business. Medical bills. 
Never Repay. Toll Free 1-800-218- 
9000 Ext. G-4265 US Only. 





GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo's, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 
current listings 


2ND PASSPORTS / Driver's Licences 
/ Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax: +3120-5241407; E-Mail: 
100413.3245@compuserve.com; 
http://www.global-money.com 


Save 30-70% on International Calls 


1997 Internationa! 
Telecommunications As: 


* Business, resid 


“Justice rated #1 in Callback service.” 


and cellular savings. 


+ Earn Free air travel with 
WorldMiles program. 

+ Join the prestigious 
justice Agent program. 












It’s just what you’re looking for. 


Mention this ad for a sign-up bonus. Agent inquiries welcome. 


1-310-526-2200 


1-310-526-2100 fax ° 


sociation, World Leg Rates: (US$) 
; Japan .27 
ential, Kára io 
Taiwan 49 
Venezuela 43 
Brazil 50 
Intra-European 
Leg Rates: 
Belgium 16 
.25 
43 
24 
13 
A 
36 
Switzerland a6 
UK 08 


www.justicecorp.com 


SAVES YOU MORE 


ON INTERNATIONAL CALLS! 


RATES TO THE U 


UG RTE Y 


France......25¢ 
Germany ....22¢ 
MEIN nibs )h\s\0-0 os A 
Netherlands. . 25¢ 
Switzerland. . 26¢ 

EEN S 





Call: 201.287.8400 


Most new customers are 
referred by satisfied 
NewWorld users 


Now earn 20% by 
referring a friend 


Numerous Special Services Included 


- No Extra Charge - 


Fax: 201.287.8434 


In the U.K. Call: 44.171.360.5037 Fax: 44.171.360.5036 
economist@newworldtele.com http://www.newworldtele.com 


Business to Business agents welcome 
201-287-8400 


1402 TEANECK ROAD + SUITE 114 > 


TEANECK, NEW 


ISXWORLD 


TELECOMMUEBICSTIONS 


JERSEY + 07666 + USA 
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IMMIGRATION TO CANADA. 
Canadian Immigration Lawyer will 
prepare Visa application and conduct 
job search for prospective immigrants. 
Very reasonable fees. Leonard 
Simcoe, Ref. E, 1255 Laird Bivd., 
#208, Mt, Royal, Quebec, Canada 
H3P 271. Fax (514) 739 0795. 

Email: 76143.2031@compuserve.com 






BY CPA IN LONDON 
US/UK tax refurm service and US/UK 
tax advice + full accounting services 
for US ¢ and US ‘green-card’ 

hold working abroad. 
Serving individuals and corporations. 


L'N. MOKHTAR FCA CPA 
Telephone (01273) 561195 


































ww oe | Qa 
No. 1 OFFSHORE BH ((IMPANIES 


COMPANY AND oe 
kiTa | BY LAWYERS 


SCF is one of the world’s largest tax 



















































IMMIGRATION TO CANADA 


CHAT TAMYOT 







Kensington Park 









Since 1975 our worldwide staff of 








Apartments peg aol aan m eee planning practices. Fully owned’ and 
A Ea A professionals including lawyers, ants; 
Luxury pelea apartments chances of chartered accountants. chartered operated by lawyers and accountants 








All our consultants are professionally 
trained and will ensure your affairs. wil $ 
be dealt with in an atmosphere of 


secretaries, and bankers have 
provided confidential and cost 
effective company formation in all 


Select from studios, one/two bedroom apartments all 
with fully equipped kitchens.and stylish italian 
furniture, at competitive rates, 

Limousine service available. 





























[ ! the major low tax areas. utmost privacy and confidentiality. 
58 Kensington Court, London W8 506 ugh our network of h or — 
TEL 444 {179 937 24691 + (498) 622 765 (hts re able WORLDWIDE OFFICES CAN 
i FAX: +4 44 (174) 795 6215 EMAIL: rkëdi ZOX > F 
ee Wisitour website DELAWARE (USA) or? = PROVIDE: EJ 
www.kenpark.dircon.co.uk = CORPOR ATIONS , 7 f By: @ BANK INTRODUCTIONS. 


setfing up De it, @ FULL NOMINEE FACILITIES 
Boat & Shelf Corporations. Cd ores bres Fas km © FOUNDATION REGISTRATION 
| r ae ee Accountancy & Audit Services © TAX PLANNING ADVICE FROM QUALIRED 
LUXURY SERVICED APARTMENTS NEAR HARRODS a Jid ee fate: Bank Introductions = LAWYERS & ACCOUNTANTS 00 
CHOOSE FROM A SELECTION OF BEAUTIFULLY 3511 Sivside Rd, #1054C © Winingon, DE USA 19810 Offshore Trust Services — © COPYRIGHT & PATENT REGISTRATION 
APPOINTED FULLY REFURBISHED ONE AND TWO 30247-9800 © 800-321-CORP © FAX 302-477-9811 $ EET SRE k @ ASSET PROTECTION TRUSTS 


BEDROOM APARTMENTS IN KNIGHTSBRIDGE :cope@Ddekeg com © Internet: ip/ dle, com 
ALL FULLY EQUIPPED WITH MODERN FACILITIES eee © BAHAMAS $500 © VESSEL/YACHT REGISTRATION 






@ BELIZE $500 © FISCAL MIGRATION/2ND CMZENSHIP 
@ BV ISLANDS $500 


@ DELAWARE LLC $495 LOWEST 1" YEAR 
FINANCIAL ADVISORS @ GIBRALTAR £250 & ANNUAL FEES 
. SAVE CLIENTS UP TO SCARY. Cktoae GUARANTEED __ 
NEW AUTHORS || | 50% on BANK LOANs! 


@ IRELAND £225 







TER: 0174-581 5466 FAX: 0171-584 2912 
E-Mail: LSuites@aol. com 






































PUBLISH YOUR WORK @ ISLE OF MAN £250 For confidential & friendly 

ALL SUBJECTS CONSIDERED: @ JERSEY £495 

Fiction, non fiction, Biography, Religious, w/COLLATERAL LOANS @ MADEIRA $2250 LONDON N OFFI Ice 
Poetry, Childrens, PAY INTEREST ONLY. © MAURITIUS $500 

AUTHORS WORLD-WIDE INVITED. @ NEVIS $575 CHELSEA, LONDON, 
ENROLL IN OUR 
WRITE OR SEND YOUR MANUSCRIPT TO:- @ SEYCHELLES $350 sw3 6NJ 
MINERVA PRESS TRAINING PROGRAM. 
















2 OLD BROMPTON RD. LONDON SW? 3DQ 


S & SERVICE $ R 
A nN ENTERPRISES AGENCY (IDEA) 
Serviced Apartments n Best Value for Money. PHONE: (212) 751-0800 
Unbeatable location in South Kensington. 
2 person apartment from £70 per night FAX: (212) 688-4442 (24 HRS) 
4 person apartment from £115 per night @-mail:panglob@ac!.com 


TEL: + 171-352 2274 
FAX: + 171-873 9688 
E-mail: offshore@scigroup.com 


FREEPHONE: 0800 262 856 
HUNGARY - LASZLO KISS 85c (Econ) www.scfgroup.com 
Tel +36 1 351 9959 Fax: +36 1 351 9958 


cYPRIS -ORSTOROULOS LICE o DOBUN OFFICE ecu 


Tel: +357 2 473211 FAX: +357 2 463463 . ne e 
Tourist Board Commended SINGAPORE - DIANA BEAN Lea - ae bed 


ASHBURN GARDEN APARTMENTS Tel: +65 535 3382 Fax: +65 535 3991 $ ae 
3 Ashburn Gardens, London SW7 4DG. U.K. OF F S HOR E HONG KONG - RAYMOND CHOI E-mail: offshore@scfgroup.iol.ie 
ffi 


Tei: ++44 174 370 2663 MBA MLIA (Dip) 
G Se 171 3706743 S$ COMPANIES Tel: +852 26220172 Fax: +852 25211190 L 
A R E N COST EFFECTIVE SHANGHAI - BART DEKKER LLM Athens, Budapest, Lisbon, Monaco, Moscow, 
me NOMINEE & MANAGEMENT SERVICES Tel: +86 21 6248 4355 Fax: +86 21 6248 1421 Nicosia & Sofia l 
ae AVAILABLE USA WEST COAST - AICS Ltd 
U.S. CORPORATIONS AND KEVIN MIRECK! Attorney at Löw For a free colour brochure on 
LIMITED LIABILITY COMPANIES J BVI £275 Tek 41:714 884 3344 Fax: +1 714 854 6987 how you can save taxes please 


ARE OR ORLU SAE Gy GIBRALTAR £275 or ameda Series A our pol 10 fe complete this coupon below: 
: j ISLE OF MAN £275 ISLE OF MAN - C W FORSTER 


PHONE, FAX or INTERNET 
IRISH £275 OVERSEAS COMPANY 


Your headquarters may be anywhere in the f REGISTRATION AGENTS LTD 
USA or other country. No minimum capital I BAHAMAS £275 PO Box 55, Ramsey, 
requirements. No lawyers necessary. Most l OTHER JURISDICTIONS AVAILABLE isie of Man, Great Britain, IM99 4EE 
major corporations are incorporated in E-mail: economist@world-mail.com 
Delaware. FREE Delaware Incorporation : TEL: +44 1624 815544 
Handbook (7th Edition). Registered agent, FAX: +44 1624 817080 doh LR ae Ee eer TOR eT AES 
shelf corporations, legal office address in 

Delaware and mail forwarding. Independent We TA eee RA yeas 


offshore agents wanted. VISA/MC/AMEX 
CALL ANYTIME Tel: 1.800.423.2993 FIDUCIARY MANAGEMENT . 1509002 CERTIFICATED 


(toll free) or +302.996,5819 SERVICES LIMITED 
Fax: 1,800.423.04523 (USA/Canada only) 13 WIMPOLE STREET 


Other Jurisdictions & Offshore Banks 
Available on Request 
LUXEMBOURG - EVELINE KARLS 
Tet: +352 224 286 Fax: +352 224 287 
FINLAND - JENNY KOMPULAINEN 
Tel: +358 9 6969 2589 Fax: +358 9 6969 2565 































ERIC A. KLEIN,ATTY. 
INTERNATIONAL DEVELOPING 
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PROFESSIONAL SERVICE PROVIDED BY 
IN HOUSE LAWYERS & ACCOUNTANTS 
CREDIT CARDS ACCEPTED 
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or Fax: +302,996.5818 LONDON W1M 7AB 
E-mail: inc_info@delbusine.com TEL: 01 71 436 81 00 
internet: http://www.delbusine.com 
Delaware Business Incorporators,Lnc. FAX: 0171 436 8188 
3422 Old Capitol Trail, Dept. TE E-Mail: CoF orm3 @Fiduciary.Co.uk ` Offshore information on 
L Wilmington, DE 19808-6192 d hittp:/www.FiduciaryGroup.com WWW.ocra.com 
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ECONOMIC INDICATORS 


_ little to complain about. But many people 


OUTPUT, DEMAND AND JOBS Italy’ s : industrial production rose by 2.5% in May, but that 
still left it 0.5% lower than a year earlier. Dutch industrial output rose by 2.5% in the same 12 
months. Britain’s unemployment rate edged down to 6.3% in the three months to May. Swe- 








| den’s jobless rate rose to 6.9% in June, but that was still well below its level of 8.8% a year ago. 


































































































COMMODITY PRICE INDEX 

China is expected to harvest a 
record sugar crop of 8.8m tonnes this sea- | 
son. Domestic prices are at their lowest 
since 1993 and most sugar mills are run- 









































































































































% change at annual rate å 
D E geotuction Retail sales Une’ | Ming at a loss. The Chinese government 
3mthst 1year 1998 1999 3mthst 1 year 1 year latest yearago | has urged processors to build up stocks 
Australia HSS 49 Of F300 228). £32. 9 27.06 4.28.00 > nate 185 and is banning further expansion of sugar 
Austria na 425197 +27 +27 +156 +55 feo +33 Mw 45 My? 43 | acreage. It also plans to cut production of | 
Belgium | -14 +2504 +28 +28 fa —2) Mar +105 Feo 11.7 un 126 | theaartificial sweetener, saccharin; China’s 
Britain + 21 + 3001 +22 + 16 2 et 46 my 63 mař 72 | consumption is equivalent to 3.5m tonnes | 
Gei ako tAd EIA AIO tatae siam E Bain A | of raa sadat It wil be hard to booste | 
+ Q + - ~ pr + pr lay . 
‘caste Sat dad Or wad aR BA BD et AS tee CTS Mig 1 | NTS Sige OE world sugar surplus, Rus- 
Germany +40 4380) 426 +28 +08 +53 My +02 My 11.0 un 114 sia, the biggest importer, plans to impose a 
A Oe 25 Gl 4 23 oe ‘My +06 Aw 120w 12) 75% import duty on sugar to protect its 
Japan — 53-37 OF. = 1004 ~io a 41 my 35 | producers. Russian imports rose to 2.5m 
Netherlands +49 +4201 +36 + +06 Ma 42 nS 58 | tonnesin the firsthalfofthis year, up from 
Spain +37 +37% +38 + +85 = na — 1960» 213 | 0.8m tonnes in the same period of 1997. 
Sweden 3.7 +25 qr +29 + - 83 +23 Mar + 40 May — 69 Jun? 88 
Switzerland +19 +240) +19 +20 nma +103 gr = 1.9 Me 36an 51l | 99902100 % change on 
United States + 54 +39 Gir e 33 +22 +18 +44 May + 7.6 May 4.5 Jun 50. Jul 7th Jul 14th* one one 
*Not seasonally adjusted * * pverage of ls of latest 3 months compared with average of previous 3 months, at annual rate New ser es, Ma Mar-May, damant count A month year 
rate 4.8% in June. Apr-Jun Dollar index 
Se z 4 P EF, ’ All items 90.8 903 - 08 -20.6 
PRICES AND WAGES American consumer prices rose by 0.1% in June, leaving the 12- | og. 1o64 1050 — i2 173 
month inflation rate unchanged at 1.7%; producer prices fell by 0.8% over the same 12 | industriais Ti: rite T 
months. Britain’s 12-month rate of consumer-price inflation fell to 3.7% in June from 4.2% in All 77.3 75 - 03 -235 
May. British workers received a 5.4% pay rise in the year to April, a real rise of 1.3%. Niat 9335 920 -05 -209 
Metals 675 68 -0l -255 | 
% change at annual rate The Economist poll Sterling index | 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings All items 98.8 984 +02 -188 | 
l 3mths? 1year 1998 1999  3mths? 1year 3mthst 1year Food 115.8 144 - 02 -161 
Australia 410-0207 +12 +23 -13 40901 +12 +300 industrials on aa 
Austria +14 + 1.0 My +13 + 16 Y 03 nlan na na Al 841 845 +07 -218 | 
Belgium #29 + 1.6 hn +14 +18. -26 +04 Ap +33 +230 Nfat 1018 1002 + 04 -191 | 
Britain +76 +37 mn +33 +28 +08 +10 un +72 +54 Aw | Metals 734 749 09 -238 | 
Canada 415 +11 My +12 418 31-08 My +48 +21 Aw | SDRindex EFTA 
Denmark +31 4+20My +21 +25 +08 -O06 My +31 +39 Nw | Allitems 92.8 922 - 10 -176 | 
France — 23 410\nni “yh Sk EMG, i, EAA T +14 +26 Qi ody. -1087 Win =o a Tas) 
Germany +19 + 12 An Cy a Se eee ee na + 1.6 Ape | Industrials — 
italy +18 438 hn +19 +22 -05 +06 My +30 +26 my All 78.9 191 -05 -206 | 
Japan ESOS +04 -02 ., = 09 03 wn na 0. My | Nfat 955 939 -08 -179 
Netherlands +39 +20 My +23 +25 -27 ~1.0 My +31 431 Ae Meuk: | an689). 1. 902. = 03-227 
Spain +12 4.21 kn +20 +25 -15 +O) My +32 42904 | Gold 3 ; A 
Sweden na. + 0.6 jun KOT EIA 32h 1.4 May -05 +43 Apr $ per oz 294.55 29385 + 19 - 82 | 
Switzerland 03 +01 dm +02 414 12-15 kn na + OS 1997 | Crude oil North Sea Brent i Oe 
United States +20 + 17 lun +17 +26 +03 -08n +44 + 42 in $ per barrel 12.90 13.16. + 26 -271 








*Not seasonally adjusted t Average of latest 3 months compared with aver of prewous 3 months, at annual rate. * “New series 
i age 





* Provisional. * Non-food agriculturals 








W OILSUPPLIES With the price of oil at 
around $13 a barrel, Sunday drivers have 





Estimated proven 
end 1997, bn barrels 


reserves of oil 


worry about how long oil prices will stay 
low. Demand may revive over the next few 
years. And the Middle East's grip on oil 
supplies will intensify. At present, the re- 
gion accounts for 65% of the world’s 1 tril- 
lion barrels of proven oil reserves—a little 
more than its share a decade ago. These 
countries are running down their reserves 
at a much slower rate than the rest of the 
world. At present production rates, the 
Middle East has 88 years’ worth of proven 
reserves; OPEC as a whole has 75 years. 
Non-opec countries have only 14 years’ 
worth of proven reserves, which means 
that opec will control a growing share of 
world oil reserves. 


0, 


Reserves by region, 





Source: BP Statistical Review of Worid Energy, 1998 
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STOCKMARKETS The bulls continued their charge: London, New York and several conti- | 
| nental European bourses hit record highs this week. The Msc world stockmarket index has 
| now risen by more than 20% this year, compared with 14% in the whole of 1997. 

Share price indices % change on 
| 1998 one one record Dec 31st 1997 
| Jul 15th high low week year high in local ins 

currency terms 
| Australia 2,7739  2,8814 2,524.9 - 00 + 48 oo Ar GO +15 

Austria 1,510.6 1,628.6 1,245.7 eT + 74 -130 + 167 +163 

Belgium 3.6144 3,620.3 2,405.0 +20 +428 - 02 + 495 +489 

Britain 61515 61515 5,068.8 + 24 +239 nil + 198 +188 

Canada 7,388.1 7,822.3 6,240.0 - 08 +95 -56 + 103 + 63 

Denmark 769.6 778.8 667.1 +28 +20.1 -~12 + 138 +134 

France 2.7758 2,775.8 1,873.1 + 01 +424 ni + 427 +42.0 

Germany 6,108.2 6,108.2 4,087.3 +16 +45.4 ni + 437 +433 
| Italy 1,582.1 1,654.4 1,053.2 +27 +76.4 -44 + 502 +494 

Japan 16,6141 17,2643 14,6644 + 05 -18.4 =573). 4+ 89 + 08 
| Netherlands 1,292.5 1,292.5 892.0 + 26 +339 nl + 415 +41.0 
| Spain 930.9 938.8 632.6 = 02 +488 - 68 + A2 +466 

Sweden 3,946.5 39465 2,853.1 + 09 +221 nl + 316 +298 
| Switzerland 8,158.1 8227.2 6,062.1 - 08 +376 = OB 4. 302 +25.2 

United States 9,2345 9,245.5 7.5804 + 06 +149 = G4 + 968 +168 

World” 1,125.8 1,125.8 896.5 + 10 +155 nl + 202 +20.2 





*Morgan Stanley Capital international index includes above markets and eight others, in dollar terms. 


| MONEY AND INTEREST RATES American bond yields rose in the week to July 15th; many 
investors think Japan’s election results will encourage a new government to boost the econ- 
| omy. The 12-month growth in Austria’s broad money supply edged up to 1.9% in May. 




































































Money supply* Interest rates % p.a. (Jul 15th 1998) 
% rise on yearago over- 3-mth money market banks bond yields Eurocurrency 
narrow broad night latest year ago prime gov't? corporate 3mths bonds 
Australia +118 +55 Ma 499 5.17 5.15 8.75 5.51 6.04 5,22 5.34 
Austria +58 +19 May 338 3.63 3.39 650 484 na na 561 
Belgium +36 +51 Ap 3.52 3.61 3.56 7.25 4.83 5.46 3.69 4.42 
| Britain +63 +92 May 7.13 __7.69 7.00 8.50 5.86 6.13 7.69 6.20 
| Canada +125 +42 May 4.62 4.82 3.20 6.50 5.35 5.92 494 5.24 
| Denmark na +28 May 3.90 414 3.61 6.75 4.86 7.04 4.16 4.69 
_ France +10.0 +50 May 3.38 3.49 3.32 6.55 474 4.94 3.84 437 
Germany +56 +37 May 3.38 3.53 3.16 4.90 4.62 464 3.53 434 
Italy +122 410.1 May 5.13 488 6.94 7.88 4.98 5.30 4.80 4.64 
Japan +80 +38 May 0.45 0.59 0.56 1,63 1.72 1.43 0.63 1.12 
Netherlands +57 +66 Ma 313 3.41 3.15 5.25 471 512 347 437 
Spain +134 +16 May 435 431 5.27 7.00 4.89 5.14 4.30 452 
Sweden na +27 May 4.10 4.12 4.03 455 486 490 424 455 
Switzerland +96 +16 Apr 194 2.19 1.50 4.13 3.29 3.51 2.13 2.70 
United States +13 +10.2 May 575 5.46 5.57 8.50 5.47 6.607 5.63 5.45 





t Ten-year bond rates (United States 30-year 5.70%, Japan No.182 1.41%). July 7th. 


“Narrow: M1 except Britain MO, broad: M2 or M3 except Britain M4. Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase 
Manhattan, CA IB Investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, }.P. Morgan, Paribas, Roya! 
Bank of Canada, SE-Sanken. Svenska Handeisbanken, WEFA Group, Westpac, Datastrear/ICV. Rates cannot be construed as banks’ offers 

















E FOREIGN DIRECT INVESTMENT 
Flows of investment into and out of OECD 
countries rose sharply last year. Total in- 
flows jumped from $211 billion to $255 
billion; outflows rose from $298 billion to 
$355 billion. Belgium had the biggest net 
inflow ($5.8 billion). Germany suffered the 
biggest net outflow ($33.4 billion), as do- 
mestic investors built and bought abroad, 
and foreign investors lost interest. 


Foreign direct investment 

1997*, % of GDP 

(<]inflows GEE Outfiows 
-0+ 





| 
i 








TRADE, EXCHANGE RATES AND RESERVES The p-mark rose strongly on the news of the imF-led package for Russia; German banks 
| have lent large amounts to that country. After falling to ¥144 to the dollar immediately after Japan's election, the yen rebounded to end the 


week broadly unchanged at ¥140. The French current-account surplus narrowed slightly in the year to April, to $40.3 billion. 














































































































} Trade balance*, $bn Current account, $bn Exchange rate Currency units per $ Currency units Foreign reserves? $bn 
latest latest 12 latest 12 mths trade-weighted* Jul 15th year ago per per per per latest year ago 

rs month months Jul 15th year ago £ ecu euro 
Australia -031 My - 06 -1460 B44 914 1.60 1.36 2.62 0.89 176 177 13.9 May 142 
Austria -129 Q55 - 49 = 3.5 Ape 103.2 101.9 12.7 12.7 207 7,04 13.9 1381 20.1 May 206 
Belgium + 0.87 an + 11.6 + 13.5 Mar 102.6 101.2 37.2 37.1 60.7 20.6 40.8 40.47 198 May 17.1 
Britain - 232 Ap - 25.0 - 0291 104.9 105.2 0.61 0.60 = 0.34 067 069 30.1 Mar 35.2 
Canada + 084 Ap + 138 = 112 a1 80.0 85.3 1.48 137 2.42 0.82 1.63 1.63 20,4 May 209 
Denmark + 0.12 Ap + 35 + 0501 105.2 103.3 6.87 6.85 11.22 381 7.53 751 16.8 May 167 
France +253 Ap +297 + 40.3 Apr 106.0 103.5 6.05 6.07 9.87 3.35 663 657 36.5 Ap 30.2 
Germany + 6.61 Ap + 743 + 1.1 Apr 104.1 102.0 1.80 1.80 02.94 - 198 1.96 799 May 816 
kaly +303 Ap +273 + 30.3 Feb 76.0 76.1 1,778 1,746 2,903 986 1,949 1,950 49.5 May 434 
Japan +11.70 May +1159 +109.6 May 110.8 1326 140 116 229 77.9 154 149 205,8 May 220.6 
Netherlands + 1.67 Ma5 + 167 + 22.1 Qa 101.9 100.5 2.03 oo Re ee 1.13 2232.21 23.0 May 275 
Spain - 0.70 Ap —- 189 + 7.1 Ape 77.0 765 153 DN 84.9 168 167 67.6 May 62.7 
Sweden + 1.33 May +171 + 55 Ape 84,5 84.8 8.04 7.83 13.1 4.46 881 878 12.9 May 13.7 
Switzerland + 0.13 Ap + 02 + 21.1 Q1 1048 1051 1.52 1a 248 à oa ie I6 33.8 May 355 
United States -21.48 Apr -2089 -165.4 Qi 113.1 104.0 = - 1.63 0.55 COS LII 59.7 May 57.0 
*Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others cit/fab. "1990=100, Bank of Engiand. #Excluding gold, IMF definition 
Sforward rates for delivery January 1st 1999, calculated by J.P. Morgan. §§Not seasonally adjusted 
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@iIMMUNISATION Worldwide vac- 
cination of children against six major dis- 
eases—measles, tetanus, whooping cough, 
tuberculosis, polio and diphtheria—is one 


of public health’s great triumphs. Immu- : 


nisation rates have rocketed from 5% to 
80% of children in the developing world 
in the past 20 years. However, according to 
“The Progress of Nations”, published by 


| UNICEF, many countries are falling short 


of the mark. Some of the poorest, such as 


| Niger and Haiti, are failing to vaccinate 
| 70-80% of their children aged under one 


against measles. Prosperity is no guaran- 


| tee of success; political will and organised 


immunisation campaigns make a differ- 
ence. America fails to immunise 11% of its 
under-ones against measles, whereas 
much poorer Cuba, which emphasises 


| vaccination, misses only 2%. Measles kills 


nearly 1m children a year, deaths that 


could be prevented through vaccination. 




















EMERGING-MARKET INDICATORS _ 








| ECONOMY Turkey's GDP growth quickened to 7.2% in the year to the he first quar quarter. Asian 
_ industrial output continued to contract: new data for Hong Kong, Malaysia, the Philippines 

| and Singapore all showed bigger 12-month falls. In June consumer-price inflation quickened 
_ in Indonesia, but slowed in Greece, Israel, the Czech Republic, Hungary and Poland. 


_ Latest 12 months, $bn 


| % change on year earlier 


Foreign reserves, $bn 
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| FINANCIAL MARKETS Moscow’ s ‘stockmarket staged + a a spectacular rebound, rising by 
| 40% in the week to July 15th as investors welcomed the MF rescue package. Budapest and 
| Warsaw also benefited, both gaining more than 4%. Shanghai's hard currency B index hit a 
record low, with a financial scandal involving a leading stockbroker adding to the gloom. 








i _ Currency units Interest rates Stockmarkets = % change on | 
| pers perf short-term jul 15th Dec 31st 1997 
| Jul 15th yearago JuliSth % p.a. one in local ins 

currency terms | 
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i 
| Sources: National statistics offices, central banks and stock exchanges; DatastreanviC: ELE Reuters; Warburg Dillon Read: 1P. Morgan, Hong Kong | 
| Monetary Authority; Centre for Monitoring indian Economy, Bank Negara indonesia; Malayan Banking, Philippines National Economic and Development | 
| Authority: Hoare Govett Asia: HEL: Baring Securities, Merril Lynch; Bank Leumi Le-srael: Standard Bank Group; Akbank: Bank Ekspres; Deutsche Bank: | 
Russian Economic Trends. } 
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Meeting the needs of Asian sovereign borrowers in 
today’s market environment takes real local under- 


standing and commitment — backed by a global 


corporate and investment banking network“ of 


research, corporate finance and market/skills. 


That’s fig 
i 


turned to ING Barings to lead the -first» Asiafi 


why Bangko Sentral Pilipinas 


sovereign debt deal for 1998. ii i 


The US$ 750 million deposit facility aas thes. 


largest ever underwritten private placement Tora, 


ING Barings is the organisation and trade name used by ING Bank N.V. and certain of its subsidiari 


ING Bank N.V. is part of ING Group, one of the largest financial servic 
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ING 
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Philippines debt instrument and brings to US$ 1.5 
billion the total amount raised by ING Barings in 
international markets for the Philippines’ central bank. 


you would like to know more about 


ING. Barings’ world-leading standards in trading 


dnd@placing Asian sovereign risk, we're there at 


wwwing-barings.com or facsimile: +852 2537 1569. 


BARINGS 


vf its international corporate and investment banking business. 
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For nearly 50 years, the Overseas Union Bank Group has 
been helping scores of companies and entrepreneurs 
launch successful ventures across Asia, Europe and 
America. With 74 offices in 16 countries, including the 
UK and US, we are the best-represented ASEAN bank 
in East Asia. As the fifth largest ASEAN bank in terms 
of Shareholders’ Funds, we are totally committed to 
regional growth. As an investor, you'll benefit from our 
extensive knowledge, expertise and vast business 
connections through our global network of offices. With 


OUB as your partner, you can think bigger. 


OUB. TAKING THE LEAD IN REGIONAL BANKING. 
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LETTERS 


Sır—Even without Rupert Mur- 
doch and his Fox Network's con- 
cept of news, the television news 
in America is in a death spiral for 
all the worst reasons (“Here is the 
news”, July 4th). Originally, cas, 
nec and asc had large, well- 
developed, well-financed news 
departments, largely indepen- 
dent of the entertainment divi- 
sions. Expert correspondents 
were on site instead of anchors 
flown in to.stand in front of the 
latest scene of strife, tragedy or 
comedy. 

Since General Electric bought 
rca, thus gaining Nec, and Dis- 
ney bought asc, and Westing- 
house got css, each network's 
news function has shrunk under 
the control and influence ofnon- 
broadcasters. ngc is clearly not 
one of the “good things brought 
to life” by General Electric. West- 
inghouse continues to prove it 
knew more about air brakes than 
broadcasting. And Disney, whose 
first act after taking over ABC was 
to knuckle under to a tobacco- 
company lawsuit rather than 
support the news department's 
defence of its position, has 
proven it is indeed a Mickey 
Mouse broadcaster. 

Not only is non-news present- 
ed as- news on the networks’ 
morning shows, the nightly news 
programmes and the proliferat- 
ing prime-time tabloid shows, 
non-news is replacing entertain- 
ment, drama, comedy and vari- 
ety. Only the Public Broadcast 
System presents news as news 
and still carries on the otherwise 
defunct tradition of producing 
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documentaries on topics that 
force viewers to confront issues 
of relevance and importance, as 
well.as their own ignorance. 
Weston, 

Connecticut ROBERT GARDNER 


Sır—You are correct that we have 
access to increasing channels of 
information. However, if one 
looks behind the scenes, it will be 
seen that the growing number of 
media outlets are owned by 
fewer and fewer corporations. 
The “factory” approach to jour- 
nalism encourages less news 
gathering as resources are spread 
thin. Rather than investigating, 
the media often serve as a venue 
for government and corpora- 
tions to broadcast press releases. 
Corporate ownership discour- 
ages debate on a number of 
fronts. You say: “Unless voters 
know something about how they 
are governed, they cannot have 
an intelligent opinion about it,” 
and that this knowledge is 
required fora “healthy democra- 
cy.” In America one can see, from 
studies of voter turnout for exam- 
ple, that our democracy is not 


very healthy. 

Madison, 

Wisconsin ERIC BRAHM 
pore Beye abana Kirain SEEE AEN =] 





Pay attention 


Sır—The government's and the 
OECD's views on the national 
minimum wage (Economics 
focus, June 27th) are not dissimi- 
lar. There is evidence that some 
employers have been exploiting 
the current in-work benefits sys- 


OE ee se ee Sk‘ mk mm a we omy sel mn mee mm a a 


Subscription Service 


Please enter a subscription for 1 year 
Ci enclose payment of 

(payable to The Economist Newspaper Ltd) 
For credit card payment, see subscription card insert 
(Australia A$257 [Singapore $$204 
C]Malaysia RM230 {Ci Thailand US$69 
(Other Asia/Pacific US$165 
CiThe Economist Quarterly Index 

US$66 per year 
Cl The Economist Binders 

US$74 per set of 4 
The Economist Newspaper Limited 
30 Raffles Place, #13-01 Caltex House, 
Singapore 048622, Singapore. 
Telephone: (65) 534 5166 Fax: (65) 534 5066 


i 
i 
i 
i 
i 
i 
i 
i 
i 
i 
i 
i 
i 
i 
f 
i 
i 
i 
i 
i 
i 
i 
i 
i 
F 
i 
i 
E-mail: subscriptions@economist.com i 
i 


Joes ane 0 aae aan ame NO mene ani SH NE Sk RRS may amie ane SORE OE saa A aa n aa a m S mE 


6 Published. every week, except fora year-end double issue: $ 1998 The Economist Newspaper Li 


tem. The introduction of the 
minimum wage will address this 
problem. Employers have been 
able to offer. poverty wages, 
knowing that workers will accept 
them. since their incomes are 
topped up by the state. The orcp, 
in recognition of this, points out 
in its most recent Employment 
Outlook: “minimum wages and 
in-work benefits need to be joint- 
ly set in order to produce the best 
results.” 

We have consistently made 
clear that the minimum wage 
should not be seen in isolation, 
but as part of a range of policies 
to “make work pay”. Reform of 
the tax and benefits system with- 
out implementing it would be 
counter-productive. 

We have set the minimum 
wage at a lower rate for young 
people to improve their opportu- 
nities to gain the skills they need 
to progress. The government has 
not set a high minimum wage, 
but a sensible one. The ozcp 
accepts that “international evi- 
dence suggests that sensibly set 
minimum wages have little effect 
on employment...” Although the 
oEcD notes that the evidence is 
not conclusive, it suggests setting 
a lower rate for youths and the 
government has done this. 

The national minimum wage 
will achieve what it is designed to 
do because we have taken full 
account of economic circum- 
stances and linked it in with 
other government measures to 
end the misery of low pay for 2m 
people and support sustained 
economic development. 

Jan MCCARTNEY 
Minister of State 
Department of Trade 


London and Industry 


eee 





Bridge building 


Sir—If a bridge bank is set up to 
lend to Japan’s “healthiest” bor- 
rowers (“Will Tokyo finally clean 
house”, June 27th) it will merely 
serve temporarily to prop up 
their sinking equity. The banks 
which hold the bad loans from 
these borrowers are also heavily 
invested in their equities (which 
they have been using for years to 
increase their stated capital, and 
which they are-not required to 
value at market rates). 

When judgment day finally 
comes the bad loans will still be 






E-MAIL : letters@economist.com 


bad, the bridge-bank loans will 
be worthless and the stated capi- 
tal of the banks will disappear 
with the equity value of the bor- 
rowers. This will leave the banks 
exactly where they are now. It will 
also leave the Japanese treasury 
substantially and unnecessarily 
depleted. 

Maybe the reason the Japan- 
esë will not “bite the bullet’ is 
that. if they do, the bullet will 
explode in their mouth, 
Washington, DC ANTHONY HOPE 





BA+AA=? 


Str—Your argument that the reg- 
ulatory authorities should block 
the British Airways-American 
Airlines alliance (July uth) is 
based on a misunderstanding of 
the market environment which 
will exist for air travel between 
Britain and America once “open 
skies” are in place. You suggest 
that the alliance will prevent 
consumers, particularly business 
travellers, from benefiting from 
an “open..skies” ` agreement 
between these two countries. 

In. fact, this market will be 
even more intensively competi- 
tive. The release of take-off and 
landing slots at Heathrow and 
Gatwick will strengthen our 
existing competitors and bring 
new ones into the picture. All our 
experience of deregulated airline 
markets points to significant 
downward pressure on fares as 
new players enter the market. 

The Ba-aa partnership is a 
legitimate commercial response 
to the prospect of these changes. 
By pooling our resources we aim 
to operate more cost-effectively 
and remain profitable in the face 
of the downward pressure on 
fares. Also, we will be ableto offer 
a better deal for travellers in 
other ways—a wider range ofcon- 
néctions, more destinations, bet- 
ter airport facilities and recipro- 
cal access to frequent-flier 
programmes. 

Weare following a path that is 
becoming increasingly common 
in the airlineindustry. According 
toAirliné Business there are more 
than 500 alliances worldwide: 
During the. past two years com- 
petitor _ alliances—kim-North- 
west and Lufthansa-United— 
have been free to operate on 
transatlantic. routes while our 
own plans have been stalled 
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because of regulatory delays. To 
block our alliance, as you suggest, 


would compound this error. 


ROBERT AYLING 
Harmondsworth, Chief Executive 
Middlesex British Airways 


Sir—Your leader on the alliance 
between Ba and aa overlooks 
some fundamental ‘poirits. The 
alliance is not about further 
strengthening the presence of aa 
and pa in the American and 
British markets. Alliances have 
locked out some European air- 
ports already, regardless of slot 
availability. Is there any credible 
alternative to United-Lufthansa 
for services from America to 
Frankfurt, or to Zurich and Brus- 
sels besides Delta and their 
allies? 

With this alliance, the market 
will grow stronger as more con- 
necting traffic goes through Lon- 
don, resulting in the aa-pa share 
of the market increasing. It hap- 
pened in Germany with United- 
Lufthansa, the Netherlands with 
kim-Northwest and Switzerland 
with Delta-Swissair. Therefore 
there can be only two answers to 
the proposed alliance. Either 
approve it, or shoot down all the 
other transatlantic alliances. 
Stamford, 

Connecticut Tassio CARVALHO 
eee | 





Defence correspondence 


Str—Bagehot (July 1th) rightly 
asserts that Britain’s “radical” 
Strategic Defence Review is any- 
thing but radical. We should, per- 
haps, be grateful for that. Previ- 
ous reviews, notably those of 1957 
(Conservative), 1966 (Labour) and 
1981 (Conservative) brought 
about greater change than this 
one. They all proved to be seri- 
ously flawed. This may explain 
the previous government's reluc- 
tance to embark on such an exer- 
cise, despite the obvious need for 
one after the end of the cold war. 
This review could have been 
more. radical, without taking 
dangerous risks with our future 
«security. Despite the end ofa cen- 
= tury.of great-power conflicts on 
the continent of Europe, Britain 
will keep troops in Germany. The 
government has avoided making 
a choice between European and 
transatlantic defence identities. 
. The inherently maritime nature 
of future.security needs beyond 


Europe has been: given some, but . 


not enough, recognition.’ The 


8 


emergence of new threats such as 


the proliferation of weapons of 


mass destruction, and associated - 


ballistic and cruise missiles, has 
been almost ignored. 

JEREMY STOCKER 

Centre for Security Studies 


Hull University of Hull 


S1r—Nobody here can remember 
seeing the Soviet Union’s great 
tank divisions pass through on 
their way to the Rhine. Perhaps 
they went via Vladivostok? 

Marburg, 
an 


JOHN CATLING 
eee ENTES, | 


African values 


Sir—Your penetrating analysis of 
the South African currency 
dilemma (July 4th) leaves the last 
stone unturned—the basic cause 
of the failure. Exposed to the 
country's turmoil one is struck by 
the extent of corruption, misap- 
propriation, waste of public 
funds and preoccupation with 
self-interest, oblivious to the 
impact on the commonweal. 
This cannot be corrected by 
monetary policy, however tight, 
nor fiscal policy, however wise, 
nor any form of aid, however 
generous. What is required is a 
reformation of values and behav- 
iour patterns, establishing a cul- 
ture compatible with developing 
a modern free-market democra- 
cy. But that calls for acknowledg- 


ment of the basic cause. 
Port Moody, Morris 
British Columbia HiRscH 


Replies to Gates 


Sır—Bill Gates claims (June Bth) 
that the antitrust action against 
Microsoft is misdirected. He 
claims Microsoft is driving an 
“open standard” of computing 
with Windows, which is fuelling 
economic growth. This is 
Microsoft at its doublespeak best. 

To explain just how “closed” 
or “proprietary” Windows is, let’s 
compare it with the Java technol- 
ogy, in which the source code can 
be licensed and downloaded for 
evaluation; the specifications or 
blueprints are freely available; 
anyone can voice an opinion to 
influence changes to the technol- 
ogy. Most of all, customers who 
purchase or build applications 
using Java technology can run 
them.on any operating system. 
They have a choice. Microsoft's 


models allow neither | openness i 


norchoice.  ¢ 

Whether it is Standard Oil in 
the late 19th century, or Microsoft 
in the 20th century, the conse- 
quences for the economy are con- 
sistent. Monopolies by their 
nature stifle choice. Without 
choice there is no competition. 
Without competition there is no 
innovation. How much innova- 
tion and economic growth has 
been lost in the industry because 
of this monopoly? 

It reminds me of the “planned 
economies” of Eastern Europe. 
Now that the walls have been 
torn down, they are scrambling 
to catch up with free-market 
economies, American antitrust 
laws have been in place for 100 
years. They are as relevant today 
as they have always been and it is 
these laws the Department of Jus- 
tice is enforcing. To the American 
government I say: “Tear down 
this wall.” 


Scorr MCNEALY 
Palo Alto, CEO 
California Sun Microsystems 


Sir—Mr Gates’s arguments may 
also be applied to the electricity 
utility business. IfI were the head 
of Gas & Electric, the first thing I 
would do is declare that we sell 
energy systems, not power, and 
that customers tell us that they 
want a familiar energy environ- 
ment wherever they go. The first 
step would be to integrate a 
smart fridge into the overall ener- 
gy system as it is the first appli- 
ance opened by most users and 
realtime monitoring of beer 
temperature increases satisfac- 
tion with the energy environ- 
ment for 78% of all customers. 

Customers would be free to 
use other fridges, even making 
someone else’s their default 
appliance. However, if they try to 
remove the Gas & Electric fridge 
their television and air condi- 
tioner might not function prop- 
erly. When a circuit fails in an 
older home we would repair it 
with a “service pack” that also 
installs our fridge, eventually 
introducing all customers to our 
energy environment. 

We would also encourage 
homebuilders to “bundle” our 
innovative Laundry Suite into all 
new homesales. If builders made 
exaggerated claims that they 
could not-refuse our Laundry 
Suite because they might lose 
their power connection, | would 
be required to enforce our indus- 





try standard nondisclosure 


agreement. 


For the first six months we 
would also give away the innova- 
tive Gas & Electric Power Mailbox 
as partof the Laundry Suite. It not 
only: receives letters but also 
records all return addresses, 
birthdays and visiting habits of 
in-laws, scheduling thank-you 
notes and utility payments. Of 
course, the current version. of 
Power Mailbox takes up half the 
pavement and all of the attic, dis- 
ables the fax, takes 12 minutes to 
disgorge letters and occasionally 
freezes everything in the fridge; 
forcing one. to turn off all the 
lights, throw away. the frozen 
fruit and restart dinner. Howev- 
er, attic space will become much 
less expensive in the 2ist century, 
we will soon introduce a new 
fruit-recovery utility and version 
3.0 will open the mailbox in 
under two minutes. 

Once installed, homeowners 
are not authorised to remove it. 
Yet, as it is free we will have saved 
our customers money compared 
with manual mailboxes, making 
it all but impossible for the 
authorities to complain. 


JAMES QUINN: 





Health worries 


Sir—You chose a rather unfortu- 
nate phrase to describe America’s 
Health Maintenance Organisa- 
tions (July lth). “The greatest 
good of the greatest number” is a 
mantra of the public-health field, 
and not of Hmos. Rather, HMOs 
look..to deliver the minimum . 
amount of services in order to 
maximise their profitability; pre- 
cisely the reason they are seen as 
“the new nasties”. 

It is best that you recognise 
and acknowledge the real differ- 
ence between public health and 
HMOs in America. 

KIMBERLEY 


Minneapolis PEARSON 


Sicilian. defence 


Sir—You believe that President 
Carlos Menem (“Clouds over 
Argentina”, July 4th) endorses a 
mixture of liberal economics and 
Sicilian politics. There's no-essen- 
tial difference: both are based on 
cut-throat competition. 

MARCELO 
AFTALION 
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Pipeline project development, financing and operating company 
BUSINESS DEVELOPMENT DIRECTORS 


Do you have the international marketing and financial skills to close the deal 
in this complex international market place? 


Opportunities in London, Singapore & Houston 









PSG International is a new joint venture attracted to the opportunity to outsource and bank. A track record of creating innovative 
between Bechtel Enterprises and GE Capital to optimise funding. financial solutions and of 
which will design, negotiate, finance, 
build. and operate pipeline and 
pipeline-related assets. We will 
have offices world-wide and 







“gotiatinis at the 


E In addition to 
an MBA: oor osumilar business 







highest level are essent 





The Business Development 










Directors will have 






qualification, | the. successful 
candidates are likely to have a 






regional responsibility 






for tinding, 






whilst independent we bring science or “engineering first 






negotiating and 






together and čan call upon the degree. 
g : 






leading these capital 





financing, engineering and 






projects through to 
implementation. 






operating strengths of our 
parents. 


These are > important 
international appointments. for 




















* 
Our customers will be resource owners You will be experienced in = the new organisation and _ total 
slich as governments, multinational oil and developing big ticket infrastructure or other remuneration, which ; will include 
gas, power and water companies, who are capital projects, not necessarily in pipelines, telocation expenses, will be. strongly 
experienced in such capital projects but with either a multinational or an investment competitive. 









Please write to the Managing. Director of our advising consultants at the address below, enclosing your CV and details of your current salary package 
and quoting reference BDD7607/E and indicating which region is of interest. CJA, 2 London Wall buildings, London Wall, London EC2M SPP, 
Direct line: +44 171 638 0680 Switchboard Tel: +44 171 588 3588 Fax: +44 171 256 8501 Email: agroup @online.rednet.couk 


* General Elects Company of the USA and net affiliated with an Enghsh Company of a similar name 
pay 2 if y 










Oxfam's mission is to work with others to overcome poverty and suffering. 
Through changes to our global strategy, ways: of working.and international 
management structure, we are committed to strengthening our impact across. 
the globe. 


We are seeking nine Regional Directors to establish newly designated 

Regional Management Centres and lead ‘them forward strategically. The 

Directors will assume full responsibility for Oxfam’s programme management 

and delivery, drawing together diverse programmes across a wide range of- 
operations into a unified approach. 


These are significant corporate roles which cali for high-powered managers 
adaptable enough to operate effectively in any of dur nine centres worldwide, 
who possess the gravitas to represent Oxfam internationally. You will bring a 
proven track record of leading complex and multifaceted operations, and 
apply this expertise to manage strategically within a region whilst able to 
maintain and contribute to a corporate perspective. Demonstrable ‘business 
acumen with a firm grasp of broader financial and corporate matters: is 
essential. A sound commitment to humanitarian and development issues and. 
Oxfam's ethos will also be vital to your success. 


A package commensurate with Oxfam's status as a charity and the demands 
of these challenging roles is offered. 


For an informal discussion please contact Jan Nowell, Executive Assistant-on 
telephone 01865 312103. 


For further detaiis please write te: international Human Resources, Oxfam, 
274 Banbury Road. Oxford,«OX2 7DZ. Further information about Oxfam can be found on 
our website at http: //www.oneworld.org/oxfam/ Closing date: 11th September 1998 
Assessment centre dates: 1/2 full day(s}, week beginning 28th September 

Final interview dates: 8th/9th October 1998 


















Founded in 1942, Oxfam works with people regardless of race or religion in T 
their struggle against poverty. Oxfam GB is a member of Oxfam International, ; 


Working for a Fairer World 


Oxfam GB is striving to be an equal opportunity employer 
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is interested in recruiting young African Professionals (male & female) who will 
be expected to play a major role in: 
reinforcing our position as market leader in the petroleum distribution _ 
sector, a growing but highly competitive market; 
managing an ambitious investment programme motivated by our desire to 
always respond to the needs of our clients 
responding to the challenges of the future. 





If you are a graduate in engineering, commerce, finance, information technology from a 
reputable university; 

If you think you have a high potential and are willing to continuously improve yourself; 

If you think you are a good team player and are willing to live and work in any part of the 
region, and are bilingual (French/English). 


You are probably the person we are looking for. 


We are recruiting for the following functions / areas 


*SALES AND MARKETING 
Will be responsible for a function or, for part of or a total market. Mission will consist of 
strengthening our position by taking advantage of all opportunities for growth. 


| «SPECIALISTS INCOMMUNICATIONS 4 
Equipped with good experience in marketing communications mission will consist of promoting 
the products and the image of our Group. 


*ACCOUNTING AND FINANCE 
Will participate in the formulation of financial & accounting policies that conform to local 
legislation and Group Norms. Will also ensure strict adherence to such policies. 


_eENGINEERING (DISTRIBUTION & SITE) 
_ Will be responsible for work sites, supplies, storage and client deliveries. Will also handle - 
installation, product and equipment maintenance. Will ensure that all operational and site 
-| | activities are handled with strict regard for safety and environmental regulations. l 


| | LUBRICANTS ENGINEERING 
Must be qualified mechanical engineers with a sound knowledge of engines. Role will be to 
promote our products by providing technical support & advice to clients as well as to Company 
sales force. 


| eI. T. CONCEPTION / MANAGEMENT 
At the level of individual or a cluster of Countries, will manage IT projects inchiding the 
| installation and management of area networks. 


Candidates should forward application letters stating clearly areas of interest and their salary 
expectations, they should include detailed CVs, photocopies of relevant academic and 
professional certificates before 30th July 1998 to address below: 


q] Shell Côte-d'Ivoire NB: Only RETTEN whose: = 
|| | Attention West Africa HUB-HR applications have been short 
| | 15 BP378 Abidjan 15, Côte d'Ivoire Fax: (225) 27 24 99 listed will be contacted. 
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The Henry Dunant Institute in Geneva, Switzerland, has 
founded a new Center for Humanitarian Dialogue to function as an independent catalyst for ` 
innovative solutions on critical humanitarian issues ond to enhance the understanding of acute and future 
humanitarian problems. The foundation is now looking for a senior Mover and Shaker as ils first 


EXECUTIVE DIRECTOR - 


Henry Dunant Center for Humanitarian Dialogue 


The new Center. will facilitate a universal 
and intersectorial. interchange.on chal- 
lenging humonitarian issues in the con- 
text of societal change. Your main task is 
to manage this new organisation. and: to 
bring together opinion- and. decision: 
makers from humanitarian institutions, go 
vernments, private sector. groups, aca: 
demics.or victims themselves: Reporting 
to the President of the Boord yoy will 
establish an important center for know: 
ledge management on humanitarian is- 
sues and for the. management of research 


sive and entrepreneurial senior leader with 
a relevant high academic background and 
exlensive experience in humanitarian af 
fairs. You have practical experience in the 
general management of an NGO, Humani- 
tarian or Development Agency and in facili- 
tating group processes of high levels. Most 
importantly, you have a powerful capacity 
to foster dialogue through intensive global 
networking. You aré:an excellent communi- 
calor, preferably in several global lan- 
guages. This challenging appointment offers 
you the opportunity to make a signi-ficant 


more sustainable solutions fo present and fue | 
ture problems of humanitarian action and to 
become a key player in bringing together 
cutting edge thinking. with intersectorial/ ins 
tercultural participation in the dialogue on 
hot” topics of today and Tomorrow., 


Please send your application to the author 
ised representative: Mercuri Urval Executive 
Service, Rietsirasse SO: 8702. Zollikon, 

Switzerland, Ref Nos 165.5105 or phone 
for additional information: +47 OT 396° 17 
11. Full confidentiality is ensured 


in the field. You are a dynamic, persua- 


Mercuri Urval, assessment experts in recruitment and selection, polenticl- 
analysis, management development and coaching with offices in 
Zollikon, Basle, Nyon and Bern and 75 further agencies 


contribution to the crafting of better, 


Executive Somice 


in Europe, USA and Australia 


DUT csyouce) mem Oceyaniaalelal(ersiaiey iiss 
for London Business School 


London Business School is a leading international business school 

renowned for its research and teaching excellence and is a graduate 

school of London University. It is now preparing to enter another 

phase of successful growth under the leadership-of a new Dean, 

‘Professor John Quelch, recently appointed from Harvard Business 

School: The School provides a world class service to 1,000 

postgraduate degree students and 3,000 executive programme 

participants each year as well as to 14,000 alumni world-wide. 

The School wishes to appoint a Director of Communications, 

whose role will include: 

* Raising the world-wide awareness and recognition of London 
Business School, its faculty research and its programmes. 

* Developing a powerful and consistent world-wide brand image 
for London Business School. 

+ Managing all press and media relations. 

* Managing all internal communications. 

e Protecting and maintaining standards for-all 
advertising, brochures and other materials carrying 
the London Business School logo. 
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* Overseeing the continuing development of the web site to serve 
all the School’s constituencies and integrating the web site into. 
an overall communications strategy. 

The successful candidate will meet the following criteria: 

* Graduate with at least 5 years of public relations, media and’. 
marketing experience. ; 

* Ability to build relationships with journalists in the most- 
important publications and media world-wide. 

* An excellent and confident communicator, with personal 
credibility. 

* Proactive, self-motivated and focused. 

* Knowledge of design would be an advantage. 

A competitive remuneration package is offered, reflecting the 

strategic importance of this role. 

. 


To apply, write in confidence, explaining how you meet our 
requirements and providing your CV, day-time phone number,“ 
current salary details and the names and addresses of two refere 
to: Personnel (DC), London Business School, Sussex Place; 
Regents Park, London NWI 45A by 12th August 1998. 





HEALTH SECTOR REFORM PROGRAMME IDB Loan #937/OC-TT : 
REPUBLIC OF TRINIDAD AND TOBAGO CENTRAL REGIONAL HEALTH AUTHORITY 
INVITATION FOR RECRUITMENT OF INDIVIDUAL CONSULTANTS x 


1. - ADMINISTRATOR — MEDICAL COMPLEX, 2. - QUALITY ASSURANCE LEGAL EXPERT 
DATE: JULY 20, 1998 g 


The Government of Trinidad and Tobago is currently engaged in a number of initiatives to restructure the organisation and provision of health services. Fundamental to this is the retention by the Ministry of Health 
(MOH) of the policy formulating, regulatory, monitoring and evaluation functions with transfer of responsibility for service development and delivery to five (5) legally-created Regional Health Authorities. 

There exists a seven-year National Health: Services Plan (NHSP} which guides the reform process. One of the clements of this Plan is the cationulisation of hospital facilities with due emphasis on the 
complementary development of primary and ambulatory care modalities. The Government and the Inter-American Development Bank (IDB) are jointly financing this Health Sector Reform Programme. It is 
intended that part of the proceeds of this financing be applied to. eligible payments under the “Administrator — ERIC WILLIAMS MEDICAL SCIENCES COMPLEX (EWMSC)" and under the “Quality 
“Assurance Legal Expert” consultancy service contract for the development of the istative and regulatory framework for quality management with the Health Sector. - ; 
The Central Regional Health Authority (CRHA) acting on behalf of the MOH now invites interested consultants of IDB member countries to present their application in a sealed envelope along -with proof of.. 


experience, legal status in at least one (IY IDB member country. technical and professional capacity for the provision of the following respective Services: 


a guide for the overall efficient operation of the EWMSC- Monitors the financial status, manpower © |: 
à d format on the operational status of the EWMSC. Determine the basic 
organization structure for the Comp {the Complex in.conjunction with the General 
Manager, Secondary and Tertiary services, and all senior functional managers of the EWMSC and the CRHA. E ie 
Qualifications And Experience: 
A post-graduate degree in Hospital Administration or Health Services Administration, or Business Management, or Public Administration, : 
iL Extensive experience it the management of a large complex hospital organization as well as considerable knowledge in areas such as general management, financial management, manpower panning, 
medico-legal issues ahd management information systems. : 


Quality Assurance Legal Expert (3 Months) 


Job Summary: Conduct a strategic review of the existing legislation related to Healthcare in the contest of the Quality System of thé Health Sector Reform Programme. Development of the legislative and 
regulatory framework for Quality Management. Prepares br ‘or new and/or amendments to existing legislation to support the Quality System, 
Qualifications: And Experience 
Ei An experienced Attomey-at-Law in developing Health Legislation and Policy. 
Expenence in working with professional groups and trade unions representing the professionals. 
Knowledge of the Health Sector Reform Programme will be an asset 
3. Eligibility: Applicants must be citizen ofa member country of the IDB with a strong command of the English Language: 
4 Remuneration: Consultancy fees are negotiable. 
|. S. Submission of Applications: 


i... ‘Complete Terms of Reference (TOR) and further information for the respective positions can be obtained by submitting a request or application by mail, facsimile, or E-Mail to the address below no later 
than $ August, 1998 


_ The Project Director, Project Administration Unit (PAU) , 42 Independence Square, 4th. Floor, City Drugs Building, Corner Charlotte Street and Independence Square North, Port of Spain, Republic 
of Trinidad and Tobago. Tel: (868) 625-3777/3839, FAX: (868) 627-4110 or E-Mail: worrellr@tsttnet.tt 


ii, Applications including resumes with telephone contact numbers are to be sent to 


Chief Executive Officer- Central Regional Heath Authority, C/O Eric Williams Medical Sciences Complex, Uriah Butler Highway, Champs Fleurs, Republic of Trinidad and Tobago 
Tel: (868) 645 - 2640, FAX: (868) 645 - 2940 


Applications must be received at the Central Regional Health Authority (CRHA) office mentioned sbove on or before noon 19 August, 1998, 


; INFORMATION OFFICER 


“The South Asia Region of The World Bank has embarked on a renewal program Selection Criteria ee ere 
that emphasizes client orientation and collaboration with partners to address the © Advanced degree in Information Technology; at least 8 years of experience in i 
-= region's poverty issues. We are seeking a Regional Information Officer based a senior managerial position. n 
"in Washington, D.C., to support the renewal program with the objective of e Substantial experience in delivering information services to a large 
addressing the region's needs for knowledge and information sharing decentralized organization via a global network. 


= The work program, managed by the Regional Information Officer, will focus on ° Demonstrated strong analytical skills and client See grientation, 
~ ensuring that the information resources and systems, as weli as the technology eens y repa esent me Bank Group š neadi ang ees WEN outside ; 
infrastructure provided by the institution, are effectively applied to achieve the suppliers of information services; strong skills in negotiating and managing 
region's goals. The incumbent will manage outsourced services and internal contracts. Re : ; s4 , 
contracts and staff to deliver information services to the region, including field s Effective sommuncanon arid interpersonal skills pioven ability 1o wits 
~ offices in India, Pakistan, Nepal, Bangladesh and Sri Lanka concise reports and deliver effective oral presentations, outstanding team 


x ; ; ; , player and leader. 
-Reporting to the Regional Vice President and to the Chief Information Officer, the 


: successful candidate will be responsible for: The World Bank offers a competitive compensation package, including 
information and knowledge management, records and library services, intranet expatriate benefits. Qualified candidates should send a detailed curriculum vitae 
and Internet sites, the use of collaborative tools and Bank-specific information by August 10, 1998, to. : 


"systems, workstation hardware and software, local area network management, World Bank Recruitment Unit, 
and global communication services; Room S5-033, Job Code 10SAR, 


--# Formulating a’program of action to provide for information and knowledge 1818 H Street, N.W., Washington, D.C. 
__ sharing among staff, clients and partners of The World Bank, taking account of 20433. USA FAX: (202) 522-2148. 
growth in demand, scheduling requirements and financing, Please note that only shortlisted candidates will 
© Arranging contracts as appropriate, ensuring that the necessary training and receive correspondence. 
support are. made available to regional staff at Headquarters and in the field: 
s Managing a team of 16 technical staff assigned to support information and 
technology at Headquarters and in the five field offices. 
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Intermediate Technology is an international 
development organisation which works towards a 
world in which people matter, and which supports 
women and men to increase their access to 
technology, information and knowledge, so that they 
can live in a secure, fulfilling and dignified way. 





















INTERMEDIATE 


NTEI HELPING TO DEVELOP BRITAIN'S FUTURE RAIL SERVICE 
TECHNOLOGY 


ECONOMIST 


London £26,936 - £48,692 


The Office of Passenger Rail Franchising is rapidly changing, 
New government instructions have given us a remit to secure 
improvements in the quality of railway services and to promote the 
longer-term development of the industry = as well as to manage 
existing franchise agreements in the interest of the passenger. 
Our Economist Team, located near London Bridge, provides- 
analytical support to.a wide range of key projects in areas such 
as transport modelling, demand forecasting, business planning and 
financial modelling. As a part of this team, you'll be representing us 
in dealings with a wide range of interests throughout government 
and the transport. industry covering areas such as the access 
charge review and rail competition. So it'll be your jab to make 
a difference to passenger railways through continued Strategic 
development. 


Ideally you will have a background in regulatory and/or trañsport 
economics. You will have good IT skills, and will need to develop 
an understanding of transport planning models. Because you'll be” 
working as part-of a small team, strong interpersonal 
the ability to communicate well with others area must. oa 
For more details and an application form (to be returned by Sth August)” 
1998), write to Capita RAS, Innovation Court, New Street; Basingstoke, 
Hampshire RG21 7JB, or telephone 01256 468551 (24. hours) or 
fax 01256 383786/383787. Internet: http://www.rasnet.co.uk/) 
Please quote reference 83834. 


An equal opportunity employer 


OPRAF 


Office of Passenger Rail Franchising 


Policy Director - Rugby, Warwickshire 


Remember “Small is Beautiful’? For over thirty years Intermediate Technology has been 
applying Fritz Schumacher’ principles of sustainable development. Whilst we have 
grown to over 250 people and operate across the glabe, we still ascribe to the people - 
centred values espoused by our founder. 














































We are seeking an individual with the experience, intellectual ability and stature to play a 
key role at Board level in mfluencing our policy direction and future activity, taking the 
lead in the strategic planning process and in a vigorous research programme, and to 
provide a focus for the coherence and rigour of intellectual thought, both internally and 
with external opinion formers. In addition to this senior management team role, you will 
provide leadership to other staff within the organisation, and will fulfil the usual range of 
| line departmental manager duties for your own small team. 



















Reporting to the Chief Executive, you will need strong information gathering, 
investigative and analytical skills, a clear understanding of the role of a technology based 
development agency and. above all, the ability both to interpret and formulate policies 
appropriate for our aims and the environment in which We operate. Your achievements to 
date should reflect your ability to influence others and to: communicate effectively both 
with external contacts and throughout all levels and functions of an organisation. 

















Ideally, your knowledge will have spanned the private and not-for-profit sectors, with an 
understanding of languages other than English. 


This is a perfect opportunity for someone to build on sound academic achievements 
(probably at post graduate level), a successful business / management background and an 
interest in development issues, and who is now ready to take Board responsibility in a 
truly worthwhile, professional and businesslike field of activity. 











A salary in the range of £30-£38,000pa is envisaged as a basis for negotiation, and an 
attractive benefits package applies. 
For further information and an application form please contact: 


Mrs M. Hanson, Intermediate Technology, The Schumacher Centre for Technology and 
Development, Bourton Hall, Bourton on Dunsmore, Rugby, Warwickshire, CV23 9QZ UK. 
Tel: +44 1788 661100. Fax: +44 1788661101, E-mail: maureenh@itdg.org.uk 


Final date for return of application forms will be 30 July 1998 
We positively welcome applications from all sections of the community. 
Co Reg. No. 871954, England. Reg. Charity No. 247257 












CAPITA RAS 











)) oYLail Emirates Telecommunications Corporation 








United Arab Emirates due to its rapid business growth and various business 
activities is seeking to employ a qualified and experienced. 













* Carry out competitors analysis and investigate their goals and strategies. 
e Monitor and review at appropriate intervals regional/global issues that 
affect the communication industry. , 
e Collate comprehensive and accurate data on the growth/development in 
telecommunication industry, particularly in the Gulf, Asian Region-and 
emerging markets. 
The requirements: 
The ideal candidate is expected to be a UK qualified Chartered Accountant 
or an MBA majored in Finance and investment from a well recognised 
Business School with at least 15 years post qualification experience and 
proven track record preferably at senior managerial level, 
The Salary & Other Benefits 
Tax free salary ranging from Dhs. 17343/- to Dhs. 23637/- per month 
depending on qualification and experience pius a decent furnished family 
accomodation company maintained car with fuel paid within the limit of 
Dhs. 1200/- per month, medical insurance coverage, terminal gratuity, 
children educational assistance, 44 days paid annual leave, first class family 


The Employer 

Etisalat - A well estabilished leading telecoms provider in the Gulf Area, 

employing more than 6000 staff and operating through 6 branches all over 

the UAE using the latest technology to provide telecom services in the UAE 
and to other parts of the world. 

The Position: 

* A challenging role for a qualified and’experienced professional of high 
calibre, initiative person with a strong business acumen and proven track 
record in investment and strategies. 

e Proactive with well developed analytical and modelling skills and highly 
commercial approach. 

© Sound ability to evaluate investment opportunities and formulate strategies, 
good experience in preparing business plans. 

e Strong, assertive and mature personatity with excellent inter-personal 

| and communication skills. 

e Willing and able te work in demanding and fast changing business 
environment. 








The Responsibilities include: 

e Develop strategic vision and direction for the Corporation Investment. 

e Identify and evaluate investment and business opportunities and formulate 
appropriate investment strategies. 

e Carry out financial viability and assess financial and commercial risks of 
investments and projects. 

e Develop investment performance levels and measurements. 


air ticket and annual bonus. (UK£=Dhs 6.089 approx) 10.07.1998. 


Applications with detailed C.V. including name and address of 2 references 
and a recent passport size coloured photograph mentioning private Tel. 
& Fax Nos., may be addressed within 10 days from the date of this 
advertisement to: Head - Selection and Recruitment, PO. Box 3838, 
Abu Dhabi, U.A.E. Fax No. +9712-214555, 
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UNITED NATIONS | 


The United Nations is seeking highly qualified individuals for employ- | 
ment at United Nations offices. For this purpose, a competitive ; 
examination will be held in.1999 for the recruitment of professionals į 
P-3 level} in the following occupational groups: Š 


i) ADMINISTRATION for nationals of JAPAN; 
li) “ECONOMICS for nationals of JAPAN; and 
iii) ENVIRONMENT/SCIENCE & TECHNOLOGY for nationals 
of DENMARK, GERMANY, PORTUGAL, SPAIN and SWEDEN. 


Candidates for the 1999 P-3 level competitive examination must not be | 
ider than 39 on 31 December 1999. Candidates must hold an advanced ; 
niversity degree in a relevant field and have a minimum of four years ; 
of relevant professional experience. English and French are the two 2 
working languages of the Secretariat. Fluency in one is required. A; 
| good knowledge of the other is desirable. ‘ 


All those who believe in the purposes and ideals of the United Nations : 
and who wish to participate in the 1999 competitive examination are ; 
encouraged to apply. To receive full consideration, applications should | 
be postmarked or received by 21 September 1998. Applications | 
+ should be sent to: Examinations & Tests Section/SSD/OHRM/DOM, ; 
4 Room S-2590 A, United Nations, New York, New York 10017 U.S.A. | 
: (Fax number: 212-963-3683). Application forms (P11) can be ob- | 
| tained from UN regional offices or the above address. : 


$ All relevant information on the upcoming 1999 competitive examination £ 
+ as well as the 1999 application form are also available on the follow- £ 
ging website: : 
http://www.un.org/Depts/OHRM/examin/exam.htm 


















improved nutrition and the pursuit of food security. 





representing an annual income of between US 





Fax: 0039-06-57055131. NO CALLS PLEASE, 
Visit the FAO Web Site at: http://www .fao.org 







Q 


PROCUREMENT OFFICERS 


The Procurement Service of the Food and Agriculture Organization of the United Nations has a number 
of vacancies for professionals with 5 to 10 years of experience in purchasing, contract administration, 
-international markets or commercial practices. Successful candidates will be based in Rome, Italy 
and will join an international team delivering quality purchasing/contract services to a wide range of 
technical divisions committed to alleviate poverty and hunger by promoting agricultural development, 





International Plant Genetic 
IPGRI Resources Institute 








For more information on this position and details of other vacancies, consult 
the Web page of IPGRI at http://www.cgiar.org/ipgri/employ.htm 


The International Plant Genetic Resources Institute (IPGRD is one of 16 
international agricultural research centres of the Consultative Group on 
International Agricultural Research (CGIAR) and is based in Rome, Italy 
with staff in over 15 countries. IPGRI’s mission is to encourage, support and 
engage in activities to strengthen the conservation and use of plant genetic 
resources worldwide, with special emphasis on the needs of developing 
countries. 






























Director, Documentation, Information and Training Group 
The appointee will be responsible for providing vision and leadership in 
strengthening information and communications functions as key elements of 
IPGRI’s modus operandi, for the development and implementation of the Group's 
strategies for programme delivery; and for providing technical and administrative 
leadership. 

Potential appointees will have a higher degree (preferably at doctoral level) in a 
relevant field. Specific expertise in one or more of the following communications 
areas is required: information, publications, public awareness, documentation and 
training. Experience of leading and managing an international multidisciplinary 
team is required, with a proven record in fund raising. Excellent English, both 
written and spoken is essential, and knowledge of another major language an 
advantage. 

Applications: Letter of application and curriculum vitae in English, with names 
and full contact details of at least three referees, including, telephone, fax and 
email address, should be sent to Ms, Lotta Rasmusson, Human Resources 
Manager, IPGRI, Via delle Sette Chiese 142, 00145 Rome, Tel. (39-6) 518921, fax 
(39-6) 5750309 or email: L.RASMUSSON@CGNET.COM by no later than 31 
August 1998. Please quote source of advertisement. 


IPGRI is an Equal Opportunity Employer and strives for 
staff diversity in gender and nationality 








The successful candidate will havea university qualification in business administration, law, commerce or 
other related discipline; fluency in English and one other language from either French, Spanish or Italian. 


Initial contracts will be for three years in the UN range P-3 to P-5 depending on the candidate's experience 
$52,000 and US$72,000 supported by other benefits, 


Please send detailed CV or Personal History Form quoting VA 915-AFS to: Central Recruitment Food and. 
Agriculture Organization of the United Nations - Via delle Terme di Caracalla - 00100 Rome ~ Italy - 
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EXECUTIVE FOCUS 


IRRI 


International Rice Research Institute 

Position Announcement 

for e iE 

Leader, Irrigated Rice Ecosystem Research Program/Agronomist 


The Tnernalionat Rice Research Institute (IRRI) is seeking a leader for its Irrigated Rice Program, one of 
the Institute's several ecosystem-based research programs that facilitate multidisciplinary research. The 
goal of this Program, the fargest at IRRI is to increase the productivity of irrigated rice systems and 
enhance sustainability of the natural resource base that supports these systems for the benefit of rice 
farmers and consumers, Strong preference will be given tò an agronemist, but outstanding applicants from 
other disciplines will alse be considered, 


IRRI is a member of the Consuhative Group on Imerational Agricultural Research, which is co: 
sponsored by the World Bank; FAO, UNDP, and UNEP. Interested candidates can learn more about IRRI 
and its activities by visiting the Institute's Web site at bups/vww.cgiar.org/irei/, 
Responpibitities: 
Conduct research in areas of strategic importance i irrigated rice systems. Focus on the development 
uf ecologival-based production systems that involve new inbred and hybrid rice and new practices 
that-lead to increased profits and efficiency of input use. 


Provide leadership in developing the research program for the irrigated rice ecosystem and foster a 
participatory leadership style among scientists of different disciplines and nationalities 


Allocate human and financial resources according tò research priorities and assist IRRI management 
in securing funding for research programs. 


Take responsibility for organizing relations with national agricultural research systems so as tò further 
a stmlegic research agenda of regional relevance that simultaneously meets the tocal needs of 
individual NARS, 


Qualifications 

Ph.D. in agricultural science (experience in agronomy, soil science, or agroccology preferred); with a 
proven recordat scientific contributions, and at least 10 years post-Ph.D. research experience: 
demonstrated management skills, including the ability to function in a participatory, multidisciptinary, and 
multicultural environment; 2 breadth of vision, spanning multiple disciplines, as regards the crucial role of 
the irrigated rice ecosystem in improving the welfare of Asian rice farmers and consumers. 

Salary and perquisites are internationally competitive. IRRI provides a gender-sensitive work environment 
and particularly welcomes women applicants. 

Applications 

Send applications (preferably by e-mail} by 31 August 1998 with full documentation, including CV and 
the names of three referees (with telephone, fax, and e-mail contact information), to: 

Dr. Kenneth S, Fischer Tet: (632) 845 0363; 

Deputy Director General for Research, IRRI Fax: (632) 891 1292 

P. O. Box 933, 1099 Manila, Philippines E-mail: kfischer@icgnet.com 


Please refer to code IR98-PLIR-001. 


DAIRY FARMERS OF CANADA 
is seeking a 
Director, International Trad 


Dairy Farmers of Canada, a national non-profit organisation. representing. 
24,000 milk producers, is seeking a professional to head its Ha 
International Trade Department. The successful candidate will be 
responsible for the development and promotion of a national policy on 
international trade negotiations (WTO, FTAA, APEC, etc.) on behalf of 
Canadian dairy producers. Managing a small team.of professionals, the 
director will also interact directly with producer representatives from 
across the country. The position requires analytical skills and the ability to 
promote sectoral policies with government officials. 


The ideal candidate has several years experience in the international trade ce 
environment with direct involvement in trade negotiations. Knowledge of 
the agricultural sector is an asset, Fluency in both English and French is’ 
essential. This is a senior position reporting directly to the Executive < 
Director. A highly competitive salary with a full range of benefits is being 
offered. a 


To apply for this high-profile position, please mail, fax or e-mail your 
resume before August 15 to: 

Richard Doyle, Executive Director, k 
Dairy Farmers of Canada, ae 
75 Albert St, suite 1101, Dairy Farmers 


Ottawa, ON K1P 5E7, of Canada Ss 
Fax: (613) 236-0905, E-mail: rdeyle@dfe-ple.ca : 


VICE PRESIDENT 


STRATEGIC MARKETING 


Global Telecommunications 


One of the world's largest & strongest Communications Groups with interests in Telecommunications, Information- 
Technology and Multimedia seeks a world-class marketing innovator to drive its growth in the Japanese market. 


T k Senior level experience in strategic marketing and international business development: 
OKYO Highly developed team leadership, communication and negotiation skills. 


Base 


Influential strategist with the creative vision, Proven experience in 


driving solutions through to full implementation. 


Competitive Total fluency in English and Japanese with first hand experience of the Japanese market, 


A unique opportunity to join this high status group at a very senior level. 


Level 8, 66 Hunter Street, Sydney NSW 2000 Australia _ 


: S alzer J ohn * Telephone: +61 2 9233 8066 * Facsimile: +61 2 9233 844 


Asia Pacific Pty. Ltd. 
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Email: cv@salzerjohn.com 







































The United Nations is seeking highly qualified individuals for employment at 
United Nations offices. For this purpose, a competitive examination will be 
held in 1999 for recruitment of junior professionals (P-1/P-2 level) in the fol- 
lowing occupational groups: 


ADMINISTRATION: for nationals of Azerbaijan, Bolivia, Central African Republic, 
Dominican Republic, Fiji, Japan, Kyrgyzstan, Laos, Marshall Islands, Moldova, 
Palau, Paraguay, San Marino, Slovenia, Solomon Islands, Spain, Suriname, Sweden, 
Turkemenistan, & Uzbekistan; 


ECONOMICS: for nationals of Azerbaijan, Central African Republic, Denmark, 
Dominican Republic, Fiji, Finland, Germany, Japan, Kyrgyzstan, Laos, Marshall 
Islands, Moldova, Palau, Portugal, San Marino, Slovenia, Solomon Islands, Spain, 
Suriname, Turkemenistan, & Uzbekistan; 


ELECTRONIC DATA PROCESSING: for nationals of Azerbaijan, Bolivia, Central 
African Republic, Dominican Republic, Fiji, Germany, Japan, Kyrgyzstan, Laos, 
Marshall Islands, Moldova, Palau, Paraguay, Portugal, San Marino, Slovenia, Solomon 
Islands, Spain, Suriname, Turkemenistan, & Uzbekistan; 


ENVIRONMENT/SCIENCE & TECHNOLOGY: for nationals of Denmark, 
Germany, Portugal, & Spain; 


FINANCE: for nationals of Azerbaijan, Bolivia, Central African Republic, Denmark, 
Dominican Republic, Fiji, Finland, Kyrgyzstan, Laos, Marshall Islands, Moldova, Palau, 
Paraguay, San Marino, Slovenia, Solomon Islands, Spain, Suriname, Sweden, 
Turkemenistan, & Uzbekistan; 


LEGAL AFFAIRS; for nationals of Azerbaijan, Bolivia, Central African Republic, 
Dominican Republic, Fiji, Japan, Kyrgyzstan, Laos, Marshall Islands, Moldova, 
Palau, Paraguay, Portugal, San Marino, Slovenia, Solomon Islands, Suriname, Sweden, 
Turkemenistan, & Uzbekistan; 


LIBRARY: for nationals of Azerbaijan, Bolivia, Central African Republic, Dominican 
Republic, Fiji, Kyrgyzstan, Laos, Marshall Islands, Moldova, Palau, Paraguay, 
Portugal, San Marino, Slovenia, Solomon Islands, Suriname, Turkemenistan, & 
Uzbekistan; 


POLITICAL AFFAIRS: for nationals of Azerbaijan, Bolivia, Central African 
Republic, Denmark, Dominican Republic, Fiji, Kyrgyzstan, Laos, Marshall Islands, 
Moldova, Palau, Paraguay, San Marino, Slovenia, Solomon Islands, Suriname, 
Turkemenistan, & Uzbekistan; 


PUBLIC INFORMATION: for nationals of Azerbaijan, Bolivia, Central African 
Republic, Dominican Republic, Fiji, Japan, Kyrgyzstan, Laos, Marshall Islands, 
Moldova, Palau, San Marino, Slovenia, Solomon Islands, Turkemenistan, & Uzbekistan; 


SOCIAL AFFAIRS: for nationals of Azerbaijan, Central African Republic, Denmark, 
Dominican Republic, Fiji, Finland, Germany, Kyrgyzstan, Laos, Marshall Islands, 
Moldova, Palau, Paraguay, San Marino, Slovenia, Solomon Islands, Spain, Suriname, 
| Sweden, Turkemenistan, & Uzbekistan; 


STATISTICS: for nationals of Azerbaijan, Bolivia, Central African Republic, 
Denmark, Dominican Republic, Fiji, Finland, Japan, Kyrgyzstan, Laos, Marshall 
Islands, Moldova, Palau, Paraguay, Portugal, San Marino, Slovenia, Solomon Islands, 
‘Suriname, Sweden, Turkemenistan, & Uzbekistan, 


“Candidates for the 1999 P-1/P-2 level competitive examination must not be older than 
32 on 31 December 1999 and hold at least a first level university degree in a relevant 
field. English and French are the two working languages of the Secretariat. Fluency 
in one is required. A good knowledge of the other is desirable. e 


















































To receive full consideration, applications should be postmarked or received by 
21 September 1998. Applications should be sent 10: Examinations & Tests 
Section, Room S-2590 A, United Nations, New York, New York 10017 U.S.A. 
(Fax number: 212-963-3683). Application forms are available at UN regional 
offices or the above address. 


All relevant information on the upcoming 1999 competitive examination as 
well as the 1999 application form are also available on the following website: 
http://www.un.org/Depts/OHRM/examin/exam.him 
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CONTROL OFFICER 


We are the premier multilateral development finance institution in the 
Asian and Pacific region. Our development services include project 
financing, policy support, capacity building, resource mobilization, and 
assistance for regional and subregional cooperation. 


As we are in the process of replacing our current mainframe-based 
accounting system with a new integrated off-the-shelf computer 
application system, including the Core Financial Management System, 
we are interested in high potential Chartered or Certified Public 
Accountants with the following qualifications: 





At least 7 years’ experience in the accounting area, 
Work or relevant experience in the operations of integrated 
modern financial management systems, 

Familiarity with new financial instruments and capable of 
applying accounting requirements and controls to these new 
instruments, 

Familiarity with policies and practices of generally accepted 
accounting practices applicable in the United States, which 
the Bank complies with; and 

Demonstrated exceptional oral/written communication skills. 























x 










We offer internationally competitive remuneration paid in U.S. dollars 
(normally free of tax, however the Bank is not liable to‘reimburse any 
tax amount due on Bank income as determined by candidates’ national 
authorities) and an excellent benefits package. 









Women are actively encouraged to apply. 
Send CV and cover letter by fax or mail, by 8 August 1998 to; 






He D, HUMAN RESOURCES DIVISION 
w pails, ASIAN DEVELOPMENT BANK 
7 Pg P.O. BOX 789, 0980 MANILA, PHILIPPINES 


Fax (63-2) 636-2550 . http://www.asiandevbank.org 
Only shortlisted candidates will be notified. 





Professional Associates 


International Management Development Institute (IMDI), 
a division of the University of Pittsburgh's Graduate School of Public and 
International Affairs, seeks resumes from qualified professionals for short 
and long-term assignments, Individuals with relevant experience in Africa, 
Asia, Central and Eastern Europe, the Newly Independent States, and Latin 
America are encouraged to apply. Fluent English and a Master's degree are 
required (PhO preferred). Additional languages are an asset. IMDI provides ap- 
plied research, training, technical assistance, and consulting services to public, 
private, and non-governmental clients in over 100 countries, in the following areas: 


Public Management 
Public Personnel Management 
Policy Planning & Management 
Policy Analysis 
Organizational Development 
Public Financial Management 
Local Government Finance 
Taxation and Revenue 


Democracy and Governance 
Civil Service Reform 
Public Sector Reform 
Local Government improvement 
Civil Society Development 
NGO/PVO Management 
Institutional Development 
Decentralization 


Community Development 
Public-Private Partnership 
Urban and Regional Planning 
Urban Services 
Rural Development 


Instruction/Training 
Needs Assessment 
Curriculum Development 
Training Design 
Training Managernent 


Resumes may be forwarded to: Recruiter, IMDI, Graduate School of 
Public and International Affairs, University of Pittsburgh, 3/03 Forbes 
Quadrangle, Pittsburgh, PA 15260, USA. Fax: 412-648-2222. 

E-mail: resume@imdi.gspia.pitt.edu; http//www.imdi gspia.pitt.edu 


University of Pittsburgh 
The University of Pittsburgh is an affirmative 
action, equal-opportunity institution. 
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Commercial Bank of Ethiopia is automating its operations, and is 
in a process of making a huge capital investment on computer 
‘hardware and banking system software. 


Therefore, the Bank would like to invite qualified candidates for 
the following position. 


Position title: Director Information Service 








Supervisory 


Supervises Banking System & 
: Responsibilities: 


Information System Division. 


"Education: Advanced University / Academic 
degree or equivalent, with emphasis on 
Business Administration, Computer 


Science and/or Statistics. 














Experience: 






10 years of Management experience in the 
field of information technology ina 
banking environment. 


Place of Work: 
» Address: 


Addis Ababa, Ethiopia 


Manager Personnel Administration 
Commercial Bank of Ethiopia 

P.O. Box 255 

Addis Ababa, Ethiopia 


51-13-40 or PBX 51-50-04 
2511514522 





The International Federation of Red Cross and Red 
Crescent Societies.is seeking to fill the management position of 
SPHERE PROJECT MANAGER, (phase II of the Sphere 
Project): Steering Committee for Humanitarian 
Response/InterAction which is based in Geneva. 


The appointee will play a leading role in designing the overall 
scope and working methodology of the phase I of the project and 
determining appropriate timelines for the work. He/She will work 
with the management committee in selecting the Sector 
Managers who will be seconded from participating agencies; 
coordinate and manage the execution of project activities and 
liaise with other operational agencies, donor institutions and 
research bodies. 


Qualifications include a university degree with at least 5 years of 
field experience in relief work. Relevant post graduate experience 
would be an asset. Experience in managing relief programs in a 
diverse and geographically disbursed team will be key. Good 
English skills are important and competency in French/Spanish 
would be an asset. Candidates must be prepared to undertake 
some travel. 


The International Federation is an equal opportunity employer. 
Applicants should send their curriculum vitae quoting vacancy 
number 98-173 no later than 20 August, 1998 to: 
Head, Recruitment & Human Resources Planning 
International Federation of Red Cross & 
Red Crescent Societies 
P-O.Box 372 

» CH-1211 Geneva 19 

“F> Switzerland 

| FAX: (41) (22) 733.17 27 

email address: vacancies@ifre.org 
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Salary will be commensurate with experience. and 
qualificatioAs. A generous benefits and relocation package 
will be provided. Suitably qualified candidates should ‘send i 
their CV and a detailed salary history in confidence on. or 
before, September 15, 1998 to the attention of CD Search via 
mail to: P.O. Box 21 Al-Khuwair, PC 133, Sultanate of Oma 
or via courier to: Way 2840, Villa 2985, Shati Al-Qu 
| Muscat, Sultanate of Oman, tel: ++968.695351. : 









The Middle East Desalination Research Center 






seeks qualified candidates for the position of: 










Center Director 








Established as an independent international research 
institution with its headquarters in Muscat, Sultanate of 
Oman, the Center was created in 1996 as a direct result 
an initiative conceived in the context of the Multilater: 
Working Group on Water Resources of the Middle East 
Peace Process. The Center's mission is to conduct, facilitate, 
coordinate and support state-of-the-art ‘basic and applied 
research, including training and educational programs: in 
desalination and related areas, with special emphasis on the 
needs of the Middle East region. The Center has been | 
established with initial capital contributions from its founding 
members of US$ 15.0 million. : 






















The Center Director maintains the day-to-day operations of 
the Center, supervises the professional and administrative 
Staff and is responsible for implementing the policies and 
procedures as established by the Executive Council. The 
Council is comprised of representatives of the founding 
members of the Center, the Governments of ‘the: United | 
States, Oman, Japan, Israel and the Republic of Korea. The 
Commission of the European Union enjoys invited observer 
status and is expected to join as a Founding Member. 













The Center has established itself as an important. ne 
international institution with a high profile in the region an 
the research community worldwide and the new: Cent 
Director will be expected to build on this foundation and: 
further the momentum of institutional development to realize 
a financially self-sustaining entity. The Center is committed to. 
the highest standards in information. technology and has its 
homepage at: http://www.medrc.org.om. 

















Qualified applicants will have the following credentials: 





Direct experience in management. and/or institutional 
development in a developing country context. 





Bachelor's degree and an advanced degree in public 
administration, public management. and/or relates 
disciplines. 


a 










Proven leadership skills for supervising staff as well as 
motivating donor support and networking with. other 
international organizations and institutions: 










Excellent verbal and written skills n English. | 
Proficiency in language(s) of the Middle East region will 
be an asset. 






Basic knowledge of water treatment research and/or |. 
process engineering will be an advantage. 
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YOUR FIRST PORT 
OF CALL FOR 
OFFSHORE 
INVESTMENTS. 


ec et a 


Offshore Fund Performance to Ist June 1998 


Since Launch” | 5 Years 

| Position | | Position 
Equity Funds i | % Changé| in sector | % Change} in séctor 
American Growth FABA | +16742 | 1/9 +1278. | 24146 
Asian Smaller Markets 8.3.93 +15.5 7/70 45 11/80 
Emerging Companies 8.4.85 +892.1 1/29 +92.4 26/109 
European Growth 8.11.86 +429.6 3/12 +1765 18/37 
Far Eastern Growth | 8.11.86 +255.3 1/14 -4,2 9/37 
International Growth 25.1.83 +770.2 3/16 +88.6 31/109 
Japanese Growth 30.11.91 -10.3 7/28 40.8 38/67 
Latin American Growth | 31.1.95 +18.2 18/21 - | - 
UK Growth 24.10.87 +557.2 1/23 +148.8 5/58 


Income Accumulator Fund 


US Dollar Bond Class 27/71 
International Bond Class 22/154 
US Dollar Money Market Class + 34/90 
Sterling Bond Class 1/88 
Sterling Money Market Class | 24/71 


Perpetual aims to provide investors with a wide range of offshore funds and a consistent performance record 

Our award-winning investment advisers have in-depth knowledge of their markets and the flexibility to make investment 
decisions as they see stockmarket prospects alter 

This has led to 8 of our 9 equity funds achieving top quartile performance since launch and 4 out of 8 equity funds achieving it 
over five years. Five of our equity finds have achieved Standard & Poor's Fund Research ratings, based on an assessment of 
performance consistency, investment philosophy and the individual fund manager's ability a 

So if you are looking for access to some of the best investment opportunities with offshore tax 


advantages, make Perpetual your first port of call. For more information, complete the coupon, telephone 


+44 (0)1534 607660 or fax on +44 (0)1534 510510 . Alternatively, talk to your Financial Adviser Perpetual 








To: Perpetual Fund Management (Jersey) Limited, PO Box 459. gf Hauteville Chambers, Seale Street, St Helier, Jersey, JE4 SWS, Channel Islands. Please send me 
details on Perpetual’s award-winning range of offshore investment products. Important: P print dear 
Nam Addr 
Mr M 
i EC/I 7 
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East Asia’s delicate balance 


LANCE around the table at East Asia’s 
annual security get-together for locals 
and interested outsiders, in Manila on July 
27th, to see the damage done to the region’s 
delicate balance of power by a year of plum- 
meting currencies, simmering discontent 
and rising nationalism. Most of the nine 
countries of the Association of South-East 
Asian Nations, which sponsor this annual 
ASEAN Regional Forum, can expect their 
economies to shrink this year. The range of 
the contraction extends from a perhaps bear- 
able 3-5%, expected in Malaysia, to a barely 
supportable 15-20% in Indonesia. The bigger, 
northerly countries, South Korea and Japan, 
are taking a battering, too. From Bangkok to Tokyo, prime 
ministers and presidents have paid the political price. Mean- 
while, the fashionable idea that Asia’s many hard-edged na- 
tionalisms had been softened by trade-weighted rationalism 
has been rudely knocked aside, not least by India’s nuclear 
tests in May and the echoing booms from Pakistan. 

Indeed, only two countries have emerged from the debris 
relatively unscathed, their influence ifanything strengthened 
by this year of troubles: China and the United States. China 
because, to relief all round, it has managed so far to stave off 
pressure for a devaluation of the yuan, which would 
destabilise other currencies—while getting in a few 
uncomradely digs at Japan for not doing more to pull the 
region out of recession. America because it has been the indis- 
pensable co-architect of the financial rescue packages put to- 
gether by the impr, the World Bank and others. To those who 
worry about upholding the balance of power in the region, it 
also stands out more sharply than ever as the one truly indis- 
pensable power, the only one that can balance a rising China. 

Yet some in the region have started to fret that China and 
America, bent on rubbing along better after a tricky few years 
when they almost came to blows over China’s military intimi- 
dation of Taiwan (which China claims as its own), might use 
East Asia’s time of troubles to rearrange the regional balance 
between them. Far-fetched? Taiwanese officials were in- 
censed when President Bill Clinton, on his recent trip to 
China, declared that America did not support independence 
for the island. Some Japanese, conscious of the impatience of 
outsiders at the slow pace of reform in Japan, also complain 
that America and China are ganging up on them. Such resent- 
ment may prompt more calls—like that recently from a for- 
mer Japanese prime minister, Morihiro Hosokawa—for 
American troops to leave Japan, even though the result would 
surely be a more open rivalry with China. 

Clearly, the balance of power is shifting uneasily in East 
Asia. That is inevitable in a region with at least five big pow- 
ers—America, China, Japan, South Korea and Russia—and 
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few firm alliances to provide stability when 
the going gets choppy. Yet the real danger lies 
not in a creeping American-Chinese rap- 
prochement, but in how little real common 
ground there is in these uncertain times be- 
tween Asia’s mightiest power, which is still 
the United States, and its fastest-growing ri- 
val, which is indubitably China. 

China is not in warlike mood, but it is 
nonetheless determined to establish its sover- 
eignty over Taiwan, whatever the wishes of 
the Taiwanese. It is also bent on raising the 
military cost to America of defending the is- 
land in any future crisis. That makes Ameri- 
ca’s balancing act—neither leaning too far to- 
wards Taiwan, and so provoking China’s outright hostility or 
Taiwan’s adventurism, nor tilting so far towards China that 
its leaders think they have a licence to grab Taiwan—all the 
more vital, yet all the more difficult to pull off successfully. 

Similarly, though America and China have sensibly 
agreed to discuss a range of other security issues, their differ- 
ences run deep. Both have called on India and Pakistan to 
halt their dangerous nuclear rivalry before it turns into a full- 
blown arms race. As Pakistan’s nuclear mentor and India’s 
biggest nuclear rival, China could be doing a lot more to help: 
by co-sponsoring a regional security dialogue to avoid mis- 
calculation in a crisis, by being more open about its own nu- 
clear arsenal, by declaring a readiness to join the United 
States, Russia, Britain and France in cutting numbers of nu- 
clear weapons all round. Yet secretive China is more likely to 
use India’s nuclear challenge as an excuse to sidestep such 
responsibilities. Meanwhile it continues to export weapons 
technologies, including missile technology, to countries in 
other dangerous regions, such as the Middle East. 


In search of stability 


Even where America and China have co-operated so far, for 
example in sponsoring four-party talks on divided Korea, 
new tensions may erupt. When North Korea first broke its 
non-nuclear promises and refused to let international in- 
spectors check how much bomb-making plutonium it had 
produced, China refused to back the use of sanctions and 
America was obliged instead to try to bribe North Korea into 
better behaviour with the offer of two western-designed nu- 
clear reactors. If North Korea still refuses to come clean when 
this bribe is due to be paid over, or else reconsiders its nuclear 
options meantime in the light of the Indian and Pakistani 
tests, America and China can be expected to part company 
once more over what to do next. 

How close such issues come to crisis point, however, does 
not just depend on the United States and China. Before their 
economic woes distracted them, other governments had 
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started to accept that they also had a responsibility for secu- 
rity in the region. ASEAN had put up a common front in the 
face of Chinese pushiness over reefs and accompanying oil 
reserves in the South China Sea. Japan and America had re- 
paired their security alliance, giving Japan a bigger, if still ex- 





~ tremely modest, military role ina tight spot. All this encour- 


aged China to turn its recent friendlier face to the region. The 
next crisis will be a lot easier to manage if all governments 
have their mind on protecting East Asia’s fragile security bal- 
ance—and a lot harder if most of them do not. 





will be under-performing its European neighbours 


EW beginnings are an old story for the British economy. 

A painful recession in the early 1980s was seen as neces- 
sary if Thatcherite remedies were to work. But the boom (aka 
~ economic miracle) of the late 1980s was followed by inflation, 
and another deep recession. Gordon Brown, the current 
chancellor, has made the promise of “an end to boom and 
bust” his slogan, just as did his Tory predecessor, Kenneth 
Clarke. But Mr Brown should hold on tight. After six years of 
expansion Britain’s rollercoaster economy is heading for a 
sharp dip in growth, perhaps even a recession by next year. 

Mr Brown made the Bank of England independent just 
over a year ago. This, combined with the Tory legacy of more 
flexible labour and product markets, was supposed to pre- 
vent future booms and busts. So, if Britain now slides into 
recession, it would be tempting to conclude that these poli- 
cies have failed, and to change direction again. Tempting, but 

short-sighted. The aspiration to end the boom-bust cycle 
should only ever be a long-term one. But also, there is reason 
_to hope that next year’s recession, if it comes, will not be as 
nasty a bust as Britain’s previous slumps—precisely because 
_. the macroeconomic policies of this government and its 

; predecessor have been less volatile. 

So what are the reasons for fearing another recession? 
Manufacturing, choked by a strong pound and the slump in 
East Asia, is already in one. Business and consumer confi- 
‘dence is waning and profits are falling (see page 61). The sec- 
ond quarter GDP figures are expected to show the economy as 
-a whole still expanding—but there are signs that the slow- 
down is spreading beyond manufacturing. The snag is that 
_ the obvious response to a slowing economy—cutting interest 
rates—is not an option, because inflation remains well above 
the Bank of England’s target of 2.5% and pay rises threaten to 
push it higher. At best, rates look likely to stay high; at worst, 
the Bank may even raise them further. 

Inflation is high because for the past few years the econ- 
< omy has been growing faster than its “trend” rate. In theory 
~ the Bank might be able to engineer a soft landing, in which 
fora couple of years growth slowed to 1-1.5%. That would still 
imply rising unemployment (which many would consider 
_ disastrous), but no full-blown recession, in which output ac- 
‘tually falls. History suggests, however, that soft Jandings are 
hard to achieve, especially after a spell of over-rapid growth. 

If the landing does prove hard, a lot of the blame is likely 
to be heaped on the Bank. This would be unfair. It is true that 
Britain’s short-term interest rates are well above those in other 
big industrial economies, and have recently been raised, al- 
beit modestly. But with British inflation higher than its rivals’, 
monetary policy needed to be tight. 
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_ Soon, Britain’s out-performing economy will be back to normal: it 





The real problem is that although politicians’ macroeco- 
nomic behaviour has improved, it remains flawed. In a bid to 
stave off electoral defeat, the Tories avoided raising interest 
rates in early 1997. So the economy was starting to overheat 
when Labour took over. And while Mr Brown was right to give 
the Bank of England its independence, he was mistaken in 
last year’s budget when he chose not to raise taxes to curb con- 
sumer spending. This forced the Bank to raise interest rates 
several times—and hence push the pound higher. The result 
has been an unusually unbalanced, and hence vulnerable, 
economy: the strong pound choked manufacturing and ex- 
ports, while services and consumer spending continued to 
boom. Last week Mr Brown may have made another mistake: 
by announcing ambitious public spending plans, he has 
added to the likelihood that interest rates will stay high. 


Ye olde English cycle 


Even if the government cannot now prevent a recession by 
slashing interest rates, it can prevent a downturn having two 
undesirable longer-term consequences. When the Bank of 
England inevitably gets the blame for causing the recession, 
the government must resist calls from both within the Labour 
Party and outside to curb the Bank's independence in setting 
interest rates. To do that would only guarantee a return to 
bigger booms and busts in future. 

Second, the government needs to keep'a clear head as an 
economic downturn makes Britain's performance look worse 
than its continental neighbours’. Suppose that Britain’s econ- 
omy does sink into recession next year and unemployment 
rises. Meanwhile, the recovering economies of Germany and 
France will look robust during the early days of monetary 
union (which starts in January), with strong growth and fall- 
ing unemployment. This will fuel the arguments of those who 
believe it is in the best interests of the British economy to join 
EMU as soon as possible. On the contrary, Britain’s 
rollercoaster path, with its ups and downs out-of sync with 
Europe’s, highlights the difficulties that Britain would face if 
it were soon to adopt the euro. 

A deterioration in Britain’s relative performance may also 
be jumped upon by those who believe that: Britain should 
abandon its flexible labour markets and adopt a more Euro- 
pean, social-market model. If so, the fact-to point to is that 
Britain in this recession is still likely to enjoy a lower unem- 
ployment rate than France or Germany in their boom. 

A hard head, a steady policy, a determination to control 
inflation: that is what it will take to bring an end to boom and 
bust. The Labour government will need to keep its nerve- 
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Sorry isn’t enough 


Boris Yeltsin’s handsome apology for the last tsar’s murder is only a start 


HE DID not beat about the bush. The slaughter of Russia’s 
royal family, including a sad little sick boy and four 
girls, was, Boris Yeltsin said, “one of the most shameful pages 
in our history”. Bowing before the royal family’s coffins as 
they were about to be interred 80 years after the murder, Rus- 
sia’s head of state publicly took the nation’s guilt on his shoul- 
ders. No semantic quibbles. No expressions of regret or sor- 
row instead of candid apology and acceptance of guilt. No 
mitigating mention of the tsar’s own weak and incompetent, 
if not deliberately murderous, autocracy. Mr Yeltsin’s repen- 
tance was timely and moving. 

But it was, in a larger sense, off the point. The murder of 
the tsar and his family was but a tiny speck on the vast canvas 
of horror painted in Russian blood for more than half a cen- 
tury. Russians have, on the whole, dismally failed to face up to 
the truth: that millions of them, many still alive, were directly 
involved, as culprits as well as victims, in the biggest and most 
prolonged mass-murder of modern times; that millions more 
were morally submerged in a quagmire of silence and com- 
Plicity; that millions, even today, do not wish to know what 
really happened, or to acknowledge the enormity of the 
crimes done in the name of communism—and have not told 
their children and grandchildren what they do know. And 
until Russians face up to their past, they will never achieve 
their vaunted aim of becoming a “normal” country. 

It is understandable, in the awful trauma of post-commu- 
nist disorientation and loss of national pride, that people 
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should fend off the prospect of yet more self-abasing humilia- 
tion. Most countries with big histories have to wrench them- 
selves into gazing into the darker chasms of their past: Ameri- 
cans about slavery and the near-genocide of their country’s 
indigenous peoples, Britons about the racial arrogance and 
cruel excesses of empire, Spaniards and Italians about fratri- 
cidal war and fascism, the French about collaboration and 
cowardice, and Germans—most acutely of all—about the Ho- 
locaust and the slaughter of the second world war. It takes 
time. Moreover, Russia’s evil regime was not, like Germany’s, 
destroyed in battle. There was no conqueror to shove a mirror 
before the face of the ideologically vanquished. 

Under Mikhail Gorbachey, liberal Russian historians and 
journalists began to expose the past and devastate the old ide- 
ology of lies. But, that done, the new thirst for the whole truth 
largely vanished too. People, it seemed, did not want to know. 
It was, perhaps, too painful. And ugly untruths about the past 
have returned to feed unrepentant Communists and their 
strange quasi-fascist bedfellows. 

As Mr Yeltsin’s presidency fades, he should build on his 
statement last week that “We must not lie to ourselves.” He 
should appoint a grand commission, perhaps headed by 
Alexander Solzhenitsyn, to oversee a comprehensive history 
of Russia’s own holocaust which, in one form or another, 
would be compulsory reading in every school in the country. 
And he should encourage historians to spell out, in every vile 
detail, the horror of Russia’s past—so that it is never repeated. 





A challenge to impunity 


Despite its flaws, and America’s opposition, the newly agreed-upon world 


criminal court can still be made to work 


T SEEMED a humiliating moment for the world’s sole su- 

perpower. During years of discussions and five weeks of 
intensive talks in Rome, the United States had sought to water 
down a treaty setting up an international criminal court. Un- 
happy with the outcome, America had forced a last-minute 
vote on the final text, hoping to block the treaty altogether. 
When the result of the vote was announced—120 in favour, 
seven against—the room erupted in jubilation. Diplomatic 
decorum was forgotten. Exhausted delegates clapped, 
cheered and embraced. The Americans watched glumly. 

The decision taken on July 17th to proceed with the court, 
even over American objections, was long overdue. A perma- 
nent court was supposed to follow the Nuremberg and Tokyo 
war-crimes trials, but the idea fell victim to cold-war rivalries. 
Now, more than 50 years later, much of the world at last 
seems ready to apply the large body of international law cov- 
ering genocide, war crimes, and crimes against humanity 
agreed on since then. But the final scene at the Rome confer- 
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ence was a bit misleading. Despite the rebuff, America has 
managed to weaken the treaty in many unfortunate ways. 

Fearing that its own soldiers might become the target of 
frivolous prosecutions, America had sought to control what 
cases came before the court, originally through the United 
Nations Security Council. But this would have created a mere 
political tool of the great powers, not an independent court, 
and most countries would not accept it. So instead America’s 
negotiators tried to create obstacles to the court’s indepen- 
dence within the complex 200-page treaty setting it up. Most 
of America’s clpsest allies backed a strong court, but were also 
eager to accommodate American objections. They could not 
give the Americans what they really wanted—a cast-iron guar- 
antee that no American could ever be charged before the 
court for a war crime—without rendering the court impotent. 
Future Pol Pots would claim the same exemptions. But at- 
tempts to assuage American concerns, however exaggerated, 
have created some glaring loopholes nevertheless. 








The oddest is a provision (also demanded by France) let- 
ting countries opt out of the court’s jurisdiction for war 
crimes for seven years when ratifying the treaty. Fortunately, 
it is hard to imagine any respectable country wanting to 
claim publicly such a dubious immunity. More damaging are 
other rules about the court’s jurisdiction. One of these forbids 
a third country to hand over accused criminals to the court 
unless the country where the crimes were committed (or the 
accused's own government) has ratified the treaty or agreed to 
let the court investigate the case. Not only might a war crimi- 
nal thus escape prosecution at home, he might well be able to 
travel freely abroad. In addition, the court may be hampered 
by dozens of other provisions limiting its powers to demand 
co-operation from governments and letting governments 
mount challenges to its proceedings. 

Despite these weaknesses, and continued American op- 
position, the court could yet succeed. Some 60 countries—in- 
cluding most European nations, Canada, Australia, New Zea- 





land, and many emerging democracies in Africa and Latin 
America—have long argued for a strong court. As the vote in 
Rome showed, many other countries are also willing to con- 
sider backing it. With such diverse support, the court should 
be credible, especially if the countries that have campaigned 
for the idea now throw their weight behind the reality. 


A voice for victims 

It will take a few years for the 60 required treaty ratifications 
to be achieved. But once the court is up and running, govern- 
ments will have to explain to world opinion, and their own 
people, any reluctance to co-operate with it. Even future 
American governments may find it more politic, and useful, 
to do so. Most important of all, the court should stand as a 
reproach to countries that tolerate or shelter those who com- 
mit atrocities. Throughout a bloody century, impunity has 
been the rule. This new court holds out the hope that, in the 
next century, the rule of law may sometimes prevail. 

a 





Latin lessons for Asian banks 


There have been successes to copy—but also mistakes, especially in 


Mexico, to avoid 


ANY cures have been touted for East Asia’s banking 

headaches. One that is especially popular is to follow 

the policy prescriptions of several Latin American countries 

- when they faced a similar hangover in the “tequila” shock 

caused by Mexico in 1994-95. That is a good idea; but only 
because those prescriptions also show what not to do. 

Like today’s East Asian economies, Latin America’s suf- 
fered from a lethal cocktail that combined huge short-term 
foreign debts and currency instability with political med- 
dling, flighty foreign investors and a shortage of experienced 
bankers and regulators. And, also like the East Asians, some 
Latin American countries dealt with the results more effica- 
ciously than others. 

Argentina, for instance, was one of the quickest to act to 
~ restore confidence. The government tightened supervision of 


<- banks and improved accounting and disclosure practices, 


forcing banks to own up when loans turned sour. Argentina 
closed its worst-hit banks and also raised—and, more cru- 
` cially, began to enforce—minimum capital requirements. 
That in turn forced bank mergers and rationalisation. Since 
1994, more than a quarter of Argentina’s banks have been 
~~ swallowed by rivals. Many have been bought by foreign 
~ banks, helping to raise lending standards. 

Another sufferer, Venezuela, has belatedly acted in a simi- 
=. lar manner. So, to a lesser extent, has Mexico. Three years on, 
ov: the effects show. Latin America as a whole had economic 
growth of 5% last year, a big rebound from 1995. 


* 


Mexico wavers 
Yet Mexico also offers salutary examples of what not to do. 
Unlike some Asian countries, the Mexicans acted relatively 
quickly to avoid a systemic collapse. But now, as taxpayers 
face up to what may bea $65 billion bill for the bank bail-out, 
its shortcomings are becoming clearer (see page 82). 

The biggest mistakes were in the operation of the Mexican 
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government agency, Fobaproa, that bought bad loans from 
troubled banks. It was loosely modelled on the Resolution 
Trust Corporation (RTC) that cleared up America’s savings- 
and-loan mess; but it has been far less effective. By announc- 
ing minimum prices at which it would buy bank debt, the 
agency gave banks little incentive to pursue bad debtors, even 
though they continued to manage their loans. Instead the 
banks, including a few that had lent fraudulently to friends or 
their own directors, simply dumped as many dubious loans 
as they could on to Fobaproa’s books. 

The agency has also proved woefully slow to sell its assets 
and thus recoup some of the costs of its bail-out. One reason is 
that it was put in the care of bureaucrats, some with close 
links to commercial banks, rather than of experienced and 
independent asset managers, as at the RTC. Worse, no firm 
timetable was set for asset disposals, allowing officials to ar- 
gue for delay until prices rose—whereas, thanks in part to the 
overhang on Fobaproa’s books, they have mostly fallen. The 
government also failed to remove legal obstacles that are in 
the way of transfers of ownership of assets or the seizing of 
bank collateral. Mexico’s rickety bankruptcy laws make a joke 
of the term “security”. 

Fobaproa also failed adequately to punish bank share- 
holders, who should normally take first hit in any bail-out. It 
did too little to distinguish between fraudulent and legiti- 
mate loans, or between deposits made by individuals and 
those made by well-connected companies—all deposits were 
guaranteed by the government. Fraud investigations have 
tended to peter out before getting near a prosecution. 

Thanks to all these failings, the government has. been 
forced to accept a big rise in the cost of the bail-out—and tax- 
payers are having to pay almost all-of it: The result casts a 
cloud over Mexico’s seemingly healthy recovery Prospects 
East Asian countries should take careful note. 
= 
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“ASIAN VALUES REVISITED 


What would Confucius 


Say now? 


SINGAPORE 


Asian values did not explain the tigers’ astonishing economic successes, and 
they do not explain their astonishing economic failures 


AYBE the cycles of intellectual fash- 
ion are speeding up. Just 20 years 
ago, Chinese communists and many west- 
ern historians alike blamed the set of moral 
teachings and social mores known as Con- 
fucianism for China’s backwardness. De- 
spite its ancient civilisation and techno- 
logical breakthroughs, it had been 
humbled in the 19th century by western 
barbarians, partly, it was argued, be- 
cause of the Confucians’ contempt 
for trade. Then, in the early 1990s, 
some Asians argued that those same 
intellectual and social traditions, 
now subsumed into a broader con- 
cept—Asian values, they were 
called—helped explain East Asia’s re- 
markable economic success, and 
prepared the region for global domi- 
nance in what was to be the “Pacific 
century”. The aftershocks from the re- 
gion’s economic earthquake of the 
past year now rumble through this 
debate. Those Asians—and some 
westerners—who argued that there 
was something inherently superior 
about Asia’s social structures have 
been proven wrong. Indeed, the very 
values they touted have contributed 
to the collapse. 

Or perhaps not. To. believe that 
Asian values caused either miracle 
or crash is to accept two dubious premises: 
that there is a common core of distinctively 
Asian principles, and that this core has 
been accurately defined by the most out- 
spoken and articulate Asian participants 
in this debate, most of them from South- 
East Asia, notably Malaysia and Singapore. 

According to Kishore Mahbubani, a 
Singaporean diplomat and writer, Asian 
values include “attachment to the family as 
an institution, deference to societal inter- 
ests, thrift, conservatism in social mores, re- 
spect for authority”. This list is not exhaus- 
tive. Indeed, Asians are also said to prize 
consensus over confrontation, and to em- 
phasise the importance of education. Put 
together, these values are held to justify re- 
gimes which, to the West, look illiberal. In- 
voking Asian values, authoritarian govern- 
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ments are said only to be providing their 
people with what they want. While they de- 
livered unprecedented economic success, 
the claim was taken seriously. 

Asians moved off the back foot, and on 
to the offensive. Westerners, they argued, 
had confused ideas rooted in their own tra- 
ditions—about individual freedom and 
liberal democracy—with universal truths. 





Asians, however, stick to eternal verities for- 
gotten by western countries in their head- 
long pursuit of individualism, and their 
descent into a morass of broken families, 
drug-taking, promiscuity, mud-slinging 
and violence. In 1996, after the first Asia- 
Europe summit, Malaysia’s prime minister 
made the bold assertion “Asian values are 
universal values. European values are Euro- 
pean values.” 

So it appears both that there is some- 
thing different about Asian values, ancethat 
they, unlike western ones, are somehow 
“universal”. The picture is further muddied 
by occasional suggestions that these values 
change with time, but are appropriate for 
Asia’s present stage of economic develop- 
ment, just as “Victorian values” suited 19th- 


century Britain. But Asians, broadly de- 





fined, make up more than 60% of the- 
world’s population. Any attempt to distil 
essential, but non-universal, beliefs across 
such a huge swathe of humanity is ambi- 
tious to say the least. And in practice, the 
debate has concentrated on East Asia, 
largely ignoring South Asia, except in nega- 
tive comparisons sometimes drawn bes 
tween India’s rumbustious democracy and 
its relatively poor economic performance 
on the one hand, and the tough but success- 
ful systems to the east on the other. 


Even in East Asia, talking of a'single set 


of values involves blending many of the’ 


world’s intellectual traditions—Confucian- 


ism, Buddhism and Islam, to name but 
three. However, it was not in doubt that the - 
region had produced many authoritarian 
regimes and, until last year, some fantastic 
rates of economic growth. First, Taiwan, 
South Korea, Hong Kong (all of- 
which industrialised before they de- 
mocratised) and Singapore; and © 
then China, Indonesia, Malaysia 
and Vietnam. 

But now some of the sins laid at 
the doors of the region's economic. 
systems look suspiciously like Asian © 
values gone wrong. The attachment 
to the family becomes nepotism. The 
importance of personal relation- 
ships rather than formal legality be- 
comes cronyism. Consensus be- 
comes wheel-greasing and corrupt 
politics. Conservatism and respect 
for authority become rigidity and an 
inability to innovate. Much-vaunted 
educational achievements become 
rote-learning and a refusal to ques- 
tion those in authority. 

Goenawan Mohamad, an Indo- 
nesian writer, tells a story of his 
country during President Suharto’s 
last months in office. A young journalis 
came across some traffic policemen. en- 
gaged in the odd pursuit of drying out 
banknotes at the roadside. On inquiry, it’ 
emerged the money came from bribes rou- 
tinely paid by bus and lorry drivers. To 
shorten procedures, they stuffed the cash in 
cigarette packs and threw them from their 
cab windows. The banknotes were. wet be- 
cause first they would spit on them. 

It is a tale of petty, futile yet rebellious 
compliance that could be told of many cor- 
rupt and arbitrary regimes in the world. Yet 
it casts doubt on the proposition that 
Asians have a greater respect for authority— 
however exercised—than do westerners, as 
does other evidence. In the past 12 years, the 


region has seen a series of mass protests:in 


the Philippines in 1986, South Korea in- 
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The sage, 2,549 years on 


| 
i 
| 
| OR most of the 25 centuries since Con- 
| fucius was alive, scholars have been 
| debating what he was on about. As with 
| any influential thinker, people tend to 
| pick and choose which elements of his 
| ideas most appeal. In recent years, he has 
| been cited favourably by those on both 
| sides of the debate about Asian values. 
| The only (nearly) direct source of 
Confucius’s thoughts is “The Analects”, a 
| collection of his obiter dicta compiled by 
| disciples after his death. It is more of a 
scrap-book than a thesis. Its classical Chi- 
|. nese is terse and elliptical. Some of it is 
| ‘hard to interpret. Indeed, some passages 
| are understood in diametrically opposed 
| ways by different scholars. 
| Confucius lived at a time when the 
| old feudal order had disintegrated into 
warring satrapies. His advice to the rulers 
| he sought to influence reflected a conser- 
| vative hankering for the old rituals, the 
| old certainties and the old stability. Mod- 
| ern exponents of Asian values like to 
stress his emphasis on “filial piety”, schol- 
arship and meritocracy. 











1987, Myanmar in 1988, China in 1989, Tai- 
wan in 1990, Thailand in 1992, Indonesia 
in 1998. Some of these popular protests 
were manipulated by factions among the 
elite, but that was possible only because of 
the large pool of disaffection to draw on. 
Their success or failure depended, ulti- 
mately, not on the inherent support en- 
joyed by the government, but on the will- 
ingness (as in China), or otherwise (as in the 
Philippines) of the army to shoot civilians. 

Nor is such protest just a phenomenon 
of a “westernised” middle class. In 1990, 
even the people of Myanmar, among the 
world’s poorest, voted decisively against 
the military junta and for the party of the 
western-educated, “liberal” Aung San Suu 
Kyi. In 1993, the benighted, long-suffering 
people of Cambodia also voted against the 
established powers-that-be and, despite 
threats of intimidation and threats of vio- 
lence, may do so again in the general elec- 
tion to be held there on July 26th. 

Nor do Asia's intellectuals and politi- 
cians come close to unanimity about the 
notion of Asian values propagated by the 
concept’s leading promoters, Lee Kuan 
Yew, Singapores senior minister, and 
Mahathir Mohamad, the prime minister of 
Malaysia. Among the many Asians who 
have argued that “human rights” and “free- 
dom” are universally held aspirations are 
Miss Suu Kyi, Kim Dae Jung, the veteran 
campaigner for democracy elected in De- 
cember as president of South Korea, and 
Wei Jingsheng, a well-known dissident ex- 
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But others point out that “the rectifi- 
cation of names” (a son should behave 
like a son, a subject like a subject) was a 
two-way street: fathers and rulers also had 
obligations. In this sense, argues Simon 
Leys in a recent book*, “Confucius was 
certainly not a Confucianist ... More es- 
sential notions were con- 
veniently ignored [by 
him}-such as the precepts 
of social justice, political 
dissent, and the moral 
duty for intellectuals to 
criticise the ruler.” Confu- 
cius believed in a loyal op- 
position. Asked how to 
serve a prince, he replied: 
“Tell him the truth even if 
it offends him.” 

Lee Kuan Yew, Singa- 
pore’s senior minister, is 
accepted even in China as 


* “The Analects of Confucius, Trans- 
lation and Notes” by Simon Leys. 
WW. Norton, New York, 1997. 


pelled from China. In apparent defiance of 
his boss, Malaysia’s deputy prime minister, 
Anwar Ibrahim, claims that “no Asian tra- 
dition can be cited to support the proposi- 
tion that in Asia the individual must melt 
into a faceless community.” 

The argument about Asian values is 
usually presented as an intellectual joust 
between Asia and the West. But it is proba- 
bly more important as a political debate go- 
ing on in Asia itself both among leaders 
(like Mr Anwar and Dr Mahathir) and be- 
tween governments and their opponents. It 
is notable that so much of it is conducted 
in—or with—Singapore. Singapore is the 
youngest, richest, smallest (Brunei aside) 
and most westernised country in South- 
East Asia. No other is so dependent on in- 
ternational trade and investment from 
multinational companies, giving it, you 
might have thought, an incentive to pipe 
down a bit. 

Mr Mahbubani explains Singapore’s as- 
sertiveness as in part shrugging off a colo- 
nial chip—“an effort to define[Asians'] own 
personal and national identities in a way 
that enhances their sense of self-esteem 
where their immediate ancestors had sub- 
constiously accepted that they were lesser 
beings in a western universe.” But that ex- 
plains only national values, not Asian ones. 
Tommy Koh, another Singaporean diplo- 
mat and Asian-values theorist, says he once 
asked one of his Japanese colleagues why 
they were so quiet in this debate. “We're 
more Asian than you,” was the reply. It 





a great Confucianist: he spoke at a big 
conference in China in 1994 to celebrate 
the 2,545th anniversary of the great man’s 
birth. But others use the sage’s words to 
argue a different line from Mr Lee’s. Ma- 
laysia’s Anwar Ibrahim, for example, cites 
Confucius to denounce the idea that “the 
state must always precede the individ- 
ual”. Another scholar argues that Mr Lees | 
policies owe less to Confucianism than to | 
the rival Chinese tradition | 
of “legalism”. A Confucian | 
state, he says, would not | 
need to pass a law, as Sin- | 
gapore has done, requiring | 
children to look after el- | 
derly parents. | 
The legalists were fam- | 
ous for laying the intellec- 
tual basis for the rule, | 
through strict laws, of Chi- | 
na’s first emperor, Qinshi | 
Huangdi—he of the terra- | 
cotta warriors, the Great | 
Wall, the burning of books | 
and the burial alive ofCon- | 
fucianists. Nowadays, le- | 
galism, mercifully, takes 
milder forms. | 


meant, apparently, that the Japanese were 
less confrontational. Another interpreta- 
tion is that they are surer of their identity 
and place in the world. 

A multi-media exhibition currently 
running in Singapore is part ofa recent ef- 
fort to foster an understanding of the is- 
land's history. The visitors sit on a mobile 
“people carrier? which transports them 
through a series of tableaux designed as a 
“journey through time”, from the arrival of 
Britain’s Sir Stamford Raffles in 1819 to the 
glorious, three-dimensional (special glasses 
are provided) but “challenging” future. 
There are gory pictures of past communal 
riots, and an explanation of how vulner- 
able Singapore felt after its expulsion from 
federation with Malaysia in 1965. Singa- 
pore itself is an accident of history in a dan- 
gerous part of the world. Complacent 
young Singaporeans, the display suggests, 
could do with some of their elders’ edgi- 
ness, as well as a commitment to a “shared 
pledge” beginning “Nation before commu- 
nity and society above self”. 


The internal stresses 


In spreading that message across the re- 
gion, other factors may have come into 
play, such as the desire to seek a shared view 
of the world with countries which in the 
past have been hostile. Singapore, a small 
and mostly Chinese island surrounded by 
largely Muslim Malaysia and Indonesia, 
hopes that its neighbours, seeking an alter- 
native to wholesale westernisation, will not 
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veer towards more extreme forms of Islam; 
Mr Anwar in Malaysia, and B.J. Habibie, In- 
donesia’s new president, evoke some 
alarm—not so much because both seem to 
have rather “liberal” views, but because in 
both their backgrounds is a link with Is- 
lamic groups. The recent orchestrated rape 
and murder of ethnic Chinese in Indone- 
sia’s riots is a grim enough reminder of the 
lingering dangers of ethnic and religious 
antipathies as economic hardships worsen. 

Asia has rarely been without intra-re- 
gional tension, and much less in any sense 
united. Indeed Asia itself is a western con- 
cept: the Chinese word for it, Yazhou, is a 
coinage translating a foreign notion. Even 
South-East Asia is a remarkably diversé and 
potentially fractious region. The assertion 
of Asian values partly represents a desire to 
increase regional cohesion, both to ease 
tensions between the countries of the re- 
gion, and to put on weight internationally. 
Whereas, say, the European Union is a col- 
lection of largely Christian, democratic 
countries, the regional club, the Associa- 
tion of South-East Asian Nations, includes 
communist states (Vietnam and Laos), a 
military dictatorship (Myanmar), an “Is- 
lamic monarchy” (Brunei) and parliamen- 
tary democracies of varying sorts. ASEAN 
has countries with Buddhist, Muslim and 
Christian majorities. Hinduism from India 
and Confucianism from China have left 
deep imprints. So have periods of Dutch, 
British, Spanish, French, German, Portu- 
guese, American and Japanese rule. 

There is nothing wrong in seeking some 
common ground in such diverse terrain, es- 
pecially given the instability and mutual 
hostility that until recently marked intra- 
regional relations. But, to quote Mr Anwar 
again, “It is altogether shameful, if inge- 
nious, to cite Asian values as an excuse for 
autocratic practices and denial of basic 
rights and liberties.” That, nevertheless, is 
what many Asians believe has happened. 


‘Don’t interfere 


The debate may seem to be over. It is not. 
Both Mr Mahbubani and Mr Koh have this 
year produced books* collecting their es- 
says. But the discussion is now taking 
rather different forms. One will be felt at 
the meetings that begin this week in Ma- 
nila, among ASEAN’s foreign ministers and 
later with their foreign partners in the secu- 
rity talking-shop, the ASEAN Regional Fo- 
rum. Since its foundation in 1967, ASEAN’S 
most fundamental policy has been “non- 
interference” in its neighbours’ affairs. This, 
“the ASEAN way”, applied Asian values— 
even before the term was coined—of con- 
sensus and non-confrontation to diplo- 


*'“Can Asians Think?” by Kishore Mahbubani. Times 
Books International, Singapore. 

“The Quest for. World-Order” by Tommy Koh. Federal 
Publications, Singapore. 
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macy. But in the past two years it has been 
under threat. 

The admission of Myanmar to ASEAN a 
year ago has created trouble in the group's 
relations with Europe and America. With- 
out an effective mechanism for telling My- 
anmar its behaviour is unacceptable, 
ASEAN is powerless to resolve the dispute. 
Similarly, the contagious effect of the re- 
gion’s financial turmoil has shown how 
vulnerable members are to their neigh- 
bours’ policy mistakes. But, without “inter- 
fering”, it is hard to exert influence. Thai- 
land and the Philippines have argued for a 
new policy of “flexible engagement” 
among members. This is unlikely to over- 
come the objections of Indonesia and Ma- 
laysia, let alone ASEAN’s newer recruits, like 
Vietnam and Myanmar, which would re- 
sent any attempt by such a convivial club 
wanting to change its rules so soon after 
they have joined. 

Nor has economic collapse led to a sud- 
den rush to embrace liberal democracy, al- 
though it has entrenched democratic 
change in some countries. Only in South 
Korea, with the once-imprisoned Mr Kim 
now president, is a former inmate running 
the asylum. Thailand has adopted a con- 
stitution that should lead to a more repre- 
sentative, less corrupt, form of democracy, 
and the economic mess encouraged Fidel 
Ramos in the Philippines not to try to 
amend the constitution last year and run 
for a second term as president. Mr Habibie 
is introducing liberal reforms in In- 
donesia. Some of the intellectuals 
advising him have long taken issue 
with what they call “the Singapore 
schoo!” of Asian values, as have some 
of those close to Mr Anwar. But the 
country’s political future remains 
beholden to the army. 

And in Singapore and Malaysia, 
the proponents of Asian values are 
unrepentant. Dr Mahathir contin- 
ues to rail against decadent western 
liberals. This week he accused the op- 
position leader, Lim Kit Siang, of 
simply mouthing any criticism he 
found in the foreign press. Two 
newspaper editors have resigned be- 
cause, many believe, their loyalty to 
the prime minister is less than 





ASIAN VALUES REVISITED _ 


not much opposition left. Two leading gov- 
ernment critics, Chee Soon Juan and Tang 
Liang Hong, who have lost lawsuits. - 
brought by the government, are in Austra- 
lia. A third, J.B. Jeyaretnam, recently saw the 
court of appeal increase fivefold the dam- 
ages awarded to the prime minister by a 
lower court in another defamation suit. If” 
the judgment is enforced, he will be bank- 
rupted and lose his seat in Parliament. 
Elsewhere—especially in the worst af 
flicted economies, Thailand and Indone- 
sia—there remains a big risk of an anti- 
western backlash, as people lose their jobs, 
see foreigners buy up local companies, and 
generally force tough policies on weakened 
national governments. The next time the 
Asian-values debate flares up, it may be ina. 
new guise, concentrating not so much on 
individual freedom and human rights, and. 
whether or not they are universal, but on 
the global financial system and its domi- 
nance by the West. Now is not the time for 
westerners to crow about their superior 
ways. Such triumphalism has, in fact, been 
rather muted. Yet noting how some western 
commentators have reacted to the disaster, 
Mr Mahbubani’s book argues that “the de- 
sire to bury Asian values revealed the real 
pain” inflicted during the debate. 
Yet that pain was felt not just by smug `~ 
westerners whose ingrained sense of su- 
periority was challenged. It was shared by 
Asians who believed their values were be- 
ing misrepresented, and their traditions se- 
lectively culled to justify policies. In Asia, as 
everywhere, there is disagreement about 
which traditions are worth preserving and 
nurturing. South-East Asia, for example, 
with its history of maritime trade, has in 
some ways an admirable record of toler- 
ance and openness to foreign influence. 
The urge to avoid wholesale westernisation 
is understandable. But it need not mimic 
former colonial prejudices about the inef- 
fable otherness of the East. Dr Mahathir 
was right: Asian values are universal values. 
But he should have added, vice versa. 








whole-hearted. In Singapore, there is 














Worsening conflict 
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Ethnic-Albanian separatists 
in the Serbian province of 
Kosovo briefly took control 
of Orahovac, a town of 
20,000 people and its biggest 
prize since violence broke out 
earlier this year. After two 
days of fighting the Serbs said 
they had driven the separat- 
ists out. Chances of an early 
breakthrough faded. 


Anatoly Chubais, Russia’s 
chief loan negotiator, prom- 
ised a sharp rise in tax re- 
ceipts, as the ımF handed out 
the first $4.8 billion of the 
Fund’s rescue package of $11.2 
billion. But $800m was held 
back because of parliament’s 
failure to enact all the re- 
quired reforms; its speaker 
denounced the iF plan. 


Chechnya’s president, Aslan 
Maskhadov, narrowly es- 
caped an assassination at- 
tempt. A car bomb went off 
near his motorcade, as ten- 
sion mounted following a 
crackdown on Islamists. 


France’s Socialist-led govern- 
ment unveiled a plan for next 
year’s budget which seeks to 
create jobs and cut the public- 
sector deficit while closing tax 
loopholes that help the rich. 
Public spending, in real 
terms, will creep up. 


A leading French cycling 
team, Festina, was banned 
from the Tour de France af- 
ter prohibited drugs were 
found in a team car. 


At least 11 miners died in an 
accident in southern Austria. 
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Getting warmer 


The chief justice of the United 
States Supreme Court ruled 
that Bill Clinton’s secret-ser- 
vice guards must tell Kenneth 
Starr’s inquiry everything 
they know about the presi- 
dent’s dealings with Monica 
Lewinsky. 


A federal judge in North Car- 
olina said the Environmental 
Protection Agency was wrong 
to claim that exhaled to- 
bacco smoke can give can- 
cer to others who inhale it. 


A fire on a monster ten-deck 
cruise ship called Ecstasy 
sailing off Miami put 60 pas- 
sengers in need of medical 
treatment; the other 2,500 
were unhurt. 





One of the hottest summers 
in the American south-west 
since the 1930s has killed 
more than 100 people in the 
past two months and brought 
pleas for Texas and Okla- 
homa to be declared agricul- 
tural disaster areas. 


Negotiations between the 
United States and Panama 
about a new anti-drugs centre 
there broke down. The centre 
would enable American 
troops to stay on after the ca- 
nal is handed over at the end 
of 1999. 


Argentina’s President Carlos 
Menem, who last week firmly 
backed the campaign for a 
constitutional change (or re- 
interpretation) to let him run 
for a third term in 1999, 
changed his mind and de- 
clared he would stand down 
when his present term ends. 





Development of the poten- 
tially huge Camisea gas field 
in Peru, its largest project 
ever and big hope for its now 
stagnant economy, was put 
on hold: the government and 
the Shell-Mobil consortium 
could not agree on terms. 


Mexico’s and Venezuela’s gov- 
ernments, both dependent on 
oil, hit political trouble in 
their search for other reve- 
nues. But Brazil’s state-owned 
ex-monopolist Petrobras 
signed its first domestic joint- 
venture agreement, with 
Shell: the two will invest $6 
billion in an offshore field. 


Democracy? 


General Abubakar, Nigeria’s 
military ruler, announced 
that the country would return 
to civilian rule on May 29th 
1999. An internationally 
monitored election will be 
held in the first quarter of 
next year and Nigerians will 
be free to form and join po- 
litical parties of their choice. 
Nigeria’s political opposition 
remained sceptical. 


Senior Israeli and Palestinian 
officials met to talk about 
American proposals for end- 
ing the deadlock in the peace 
process. Since the Palestin- 
ians have accepted these, and 
the Israelis want them al- 
tered, they did not agree. 


A distinguished UN team, led 
by Mario Soares, a former 
Portuguese president, went 
on a two-week fact-finding 
visit to Algeria. The mission 
has been promised access to 
legal political parties and sur- 
vivors of massacres but hu- 
man-rights groups question 
how free it will really be. 


Gholam-Hossein Karbaschi, a 
popular mayor of Tehran and 
the president's ally, was sen- 
tenced by an Iranian court 
to five years in prison and 
banned for 20 years from 
holding public office. 
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POLITICS THIS WEEK 


A uN conference in Rome at- 
tended by 160 countries 
agreed a treaty to set up a per- 
manent international crim- 
inal court to try individuals 
accused of war crimes, geno- 
cide and crimes against hu- 
manity. The United States, 
which does not want the 
court to have jurisdiction 
over American soldiers, tried 
to block the treaty by forcing 
a vote. This backed the court 
by 120 votes to seven. 


Gro Harlem Brundtland, the 
new head of the World 
Health Organisation, was 
given $2.5m by the Rockefel- 
ler Foundation to help her re- 
cruit new staff. 


A fatal tsunami 





About 3,000 people died 
when a tidal wave, set off by 
an offshore earthquake, 
struck the north-western coast 
of Papua New Guinea. 


President Jiang Zemin said 
the Chinese army must end 
its commercial activities. The 
army and the police run 
thousands of businesses. 


America’s Congress granted 
China most-favoured-nation 
status for another year. 


Indonesia’s ruling Golkar 
Party removed seven relatives 
of former President Suharto 
from the People’s Consulta- 
tive Assembly, a leading deci- 
sion-making body. 


Afghanistan's Taliban gov- 
ernment closed the offices of 
many aid agencies in the cap- 
ital, Kabul. 
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Cross-currents 





American interest rates may 
have to go up, suggested Alan 
Greenspan, chairman of the 
Federal Reserve, because the 
risks of a pick-up in inflation 
“remain significant”. The 
economy had slowed a little, 
and Asia’s problems could yet 
have a big effect, but wage 
pressures continue thanks to 
an employment market that 
is at its tightest in decades. 
The world’s financial markets 
flinched. 


Moody’s, a credit-rating 
agency, shocked Japan by 
placing it under review for a 
possible credit downgrade, 
even though Japan is the 
world’s biggest creditor 
country. 





The French government is to 
privatise Aérospatiale, its 
aerospace firm, after merging 
it with the Matra high-tech- 
nology unit of Lagardère, a 
defence group. The merger 
will create Europe's biggest 
defence firm. 


Mergers in America’s defence 
industry came to a halt, when 
Lockheed Martin called off 
its $8.3 billion purchase of 
Northrop Grumman amid 
hints of government disap- 
proval of the deal on compe- 
tition grounds. The combined 
group would have accounted 
for a quarter of the Pentagon’s 
annual budget. Shares in 
Lockheed rose, but in Nor- 
throp, a comparative min- 
now, they fell. 





Consolidation continues 
among makers of medical 


THE ECONOMIST JULY 25TH 1998 





JULY 25TH 1998 


= BUSINESS THIS WEEK 


devices. America’s Johnson & 
Johnson, a health-care giant, 
is buying Indiana-based 
DePuy, a leading maker of ar- 
tificial joints and spinal im- 
plants, for $3.5 billion from 
Switzerland's Roche. 


Separately, Johnson & John- 
son were accused by Russian 
tax police of failing to pay 
back taxes and fines. Crimi- 
nal charges were filed against 
J&J’s director and chief ac- 
countant in Moscow. 


A French drinks group, Per- 
nod-Ricard, is to take back 
distribution of its Wild Tur- 
key bourbon in Japan and 
America from Britain’s 
Diageo. Pernod’s agreement 
had been with Grand Metro- 
politan; its recent merger 
with Guinness pits Wild Tur- 
key against rival bourbons. 


© 





PepsiCo entered the cut- 
throat world of fruit juice by 
agreeing to buy Tropicana, a 
world leader in the business, 
for $3.3 billion from Seagram. 
As well as doing battle with 
Coca-Cola in the soft-drinks 
market, PepsiCo will now 
have to grapple head-on with 
Coca-Cola’s Minute Maid 
fruit-juice division. 


Foodies were gutted by the 
sudden closure of two top 
London restaurants. The chef 
of ’Oranger was sacked; 
Gordon Ramsay, celebrated 
chef of Aubergine, a sister 
restaurant, stormed out. 


Deutsche Telekom and 
France Télécom, Europe’s 
two biggest telecoms firms, 
strengthened their bond 





through a cross-shareholding 
that gives each 2% of the 
other. The stakes were, how- 
ever, scaled down as share 
prices rose. France Télécom, 
whose stake is worth about 
FFr8 billion ($1.3 billion), will 
issue 50m new shares to pay 
for 2% of Deutsche Telekom, 
worth about FFrio billion. 
The deal is part of the French 
government's plan to reduce 
its stake in France Télécom 
from 75% to about 62%. 


AmerGen Energy, a joint 
venture set up last year be- 
tween British Energy and 
Peco Energy of Pennsylvania, 
agreed to pay GPU, which 
wants to concentrate on dis- 
tribution, $100m for the re- 
maining working power 
plant at Three Mile Island. 


| The other plant has been 


closed since a near-meltdown 
in 1979. 


British Nuclear Fuels, plus 
three partners, reached agree- 
ment with America’s Depart- 
ment of Energy on a $6.9 bil- 
lion, 20-year deal to clean up 
nuclear waste stored in 177 
tanks in Washington state. 


LIFFE expectancy 





Upheaval at LIFFE: Brian 
Williamson, one of the 
founders of London’s futures 
and options exehange, is leav- 
ing the Gerrard Group to 
come back as LIFFE’s first full- 
time chairman, with a strat- 
egy promised within weeks, 
even as Daniel Hodson quits 
as chief executive. Intense Eu- 
ropean competition has left 








| LIFFE struggling to maintain 


its position as Europe's big- 
gest derivatives market. 


Willis Corroon, a British in- 
surance broker, succumbed to 
a takeover offer of £851m ($1.4 
billion) from Kohlberg Kravis 
Roberts, the leveraged buy-out 
specialists, plus a consortium 
of American and British in- 
surers that will take a minor- 
ity stake. 





Georgia-based SunTrust 
Banks agreed to buy Crestar 
Financial of Virginia for $9 
billion to create America’s 
tenth-largest bank. But 
SunTrust investors frowned 
at the price, some 24 times 
projected 1999 earnings for 
Crestar. 


Conrad Black's Hollinger, 
an international paper group 
and Canada’s largest newspa- 
per publisher, is buying 80% 
of the Financial Post (Pear- 
son, a British media group, 
owns the rest) from Sun Me- 
dia, in exchange for four 
newspapers with a combined 
circulation of 200,000 plus 
C$150m ($100m). The Post 
may be incorporated into a 
new national newspaper pro- 


posed by Hollinger’s 


Southam newspaper chain. 


Spain’s two digital televi- 
sion networks, Via Digital 
and Canal Satellite Digital, 
agreed to merge. 


News that Rupert Mur- 
doch’s wife is to sue the me- 


| dia magnate for divorce led 


to a drop of nearly 2% in 
News Corp’s share price. 
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ASIA «© PACIFIC 


Individual treatment of high blood pressure: 


P g er orum Good medicine, good economics. 


BY LENNART HANSSON, M.D. 





An internationally recognised expert on 
hypertension argues that providing 
individualised treatment to patients 
with high blood pressure can markedly 
reduce their risks of suffering strokes 
or heart attacks, and thus lower costs 
to health care systems. 

When President Franklin D. Roosevelt 
met with Churchill and Stalin at Yalta in 
February 1945, his health had already 
deteriorated noticeably, as Churchill noted 
in his autobiography. Roosevelt suffered 
from severe hypertension, with blood 
pressures in the range of 240/140, compared 
to today’s recommended level of 120/80. 
The only treatment available to him was a 
low-salt diet and restriction of calories, but 
this was far from successful. He did not 
survive long enough to see the Second 
World War come to an end, but died from a 
massive stroke in April 1945. 

The lack of effective medications to 
treat high blood pressure only 50 years ago, 
even for the President of the United States, 
is in marked contrast to today, when 
numerous classes of antihypertensive 
medications, with hundreds of different 
compounds, are widely available to all 
patients with high blood pressure. This has 
made it possible to tailor the medication to 
the precise needs of the individual patient — 
in other words, to find the best treatment 
for each individual patient. 

It is important that physicians have 
access to the widest possible range of 
therapeutic options, especially in the 
treatment of chronic disorders, such as 
hypertension, since every patient is an 
individual and may react differently to 
medicines with . seemingly minor 
differences. Controlling hypertension is 
especially tricky since this is a long-term 
disease and most patients have’ no 
symptoms. Therefore, if the medication 
itself causes adverse effects — and if the 
physician is restricted from prescribing 
another medication which might better 
suit that patient — it is likely that the 
patient will not take the medicine as 
prescribed. In other words, compliance 
will be low. Low compliance will of course 


reduce the therapeutic effect, and the 
patient will not receive the expected 
benefits. In the case of hypertension, this 
can lead to serious complications such as 
strokes or heart attacks. From a public 
health standpoint this results in greater 
costs to health care systems. Many attempts 
have been made to quantify the monetary 
value of compliance. Although the figures 
vary considerably, this is clearly an area of 
great importance for public expenditure. 
Recognising the clinical and public health 
benefits of tailoring the treatment of 


It is important that 
physicians have access to 
the widest possible range 
of therapeutic options, 
especially in the treatment 
of chronic disorders 


hypertension, the individual therapeutic 
approach is recommended by virtually all 
national and international guidelines, e.g., 
the World Health Organisation and 
International Society of Hypertension 
(WHO/ISH) guidelines, and the American 
recommendations by the Joint National 
Committee (JNC). 

At first glance, the great number 
of antihypertensive drugs available may 
seem confusing both to doctors and 
patients, but it provides the possibility 
of finding a medication that is both 
effective in lowering the elevated blood 
pressure while at the same time being 
well tolerated by the patient. Five major 
classes of antihypertensive drugs are 
recommended by WHO/ISH as suitable 
drugs-of-first-choice: diuretics, beta- 
blockers, calcium antagonists, angiotensin 
converting enzyme (ACE) inhibitors and 
alpha-blockers. Each of these categories 
has its own merits, and in each there are 
usually a great number of alternatives to 
choose from. 

The widest range of options is available 
in the calcium antagonist group, where 
there are marked differences between 


individual drugs. The most useful 
antihypertensive agents — including 
those in the calcium antagonist group — 
feature a smooth onset of action and a 
reliable 24-hour duration of action. Even 
among the newest and most advanced: of 
these medications, there exist significant 
differences for patients in terms of blood 
pressure control and side effects. 
Furthermore, since high blood pressure 
is often accompanied by a number of 
metabolic disturbances in the body, such 
as increased cholesterol and blood sugar 
as well as insulin resistance, it is of course 
desirable that antihypertensive medications 
do not further aggravate such changes. 
Studies have shown that newer compounds 
such as the calcium antagonists satisfy 
this objective. 

Finally, it is imperative that drugs used 
to treat chronic diseases, such as high 
blood pressure, are safe and well tolerated. 
It is worth emphasising that all drugs that 
are available today have been extensively 
tested in this regard, as required by law. 
It is therefore comforting for patients to 
know that today, unlike 50 years ago, high 
blood pressure can be effectively and safely 
treated by individualised antihypertensive 
medication. This hasrepeatedly been 
shown to markedly reduce associated risks 


such as strokes and heart attacks. 

Dr. Hansson is. a professor of medicine at the 
University of Uppsala, Sweden. He is immediate 
Past President of the European Society of 
Hypertension and was the President of the 
International Society of Hypertension 1984-1986. 
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The worries awaiting Japan’s 


new leader 


TOKYO 


The new prime minister of Japan will find his job tougher than ever as the 


political order changes 


ES before Japan’s new prime minister 
isofficially anointed in his job in an ex- 
traordinary session ofthe Diet (parliament) 
on July 30th, expectations are rising. The 
hope is that action will at last be taken to 
stir the world’s second-largest economy 
from the coma that it has been slipping in 
and out ofever since the country’s “bubble” 
economy collapsed seven years ago. While 
the world waits to discover exactly what the 
new prime minister intends to do, it has be- 
come clear that a fundamental change in 
Japanese political life is now gaining pace. 

Some believe it will not matter all that 
much who turns out to have won the secret 
ballot held on July 24th by the ruling Lib- 
eral Democratic Party to become the Lpr’s 
new president, and hence prime minister. 
On the face of it there was little difference 
between the three candidates who had 
thrown their hats into the ring: Keizo 
Obuchi, the polite but bland foreign minis- 
ter; Seiroku Kajiyama, a former cabinet sec- 
retary; and Junichiro Koizumi, the health 
and welfare minister. 

All three had offered only variations on 
the same theme—tax cuts, a more relaxed 
fiscal policy, attempts to boost growth with 
public spending and a clear-up of the bank- 
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ing mess. The aim, common to all three, 
had been to prevent the country from slid- 
ing into a deflationary spiral, with falling 
prices and a rapidly shrinking economy 
(see page 84). Once Japanese consumers 
start spending again, so the theory goes, not 
only will Japan’s economy start to recover 
from its worst recession since the second 
world war, but it will help pull the rest of 
East Asia out of its troubles too. 

Yet even small variations in policy 
could make a difference. That is why any 
indication about what the new prime min- 
ister may try will be of so much interest to 
ministers from the countries where East 
Asia’s economic crisis began. They are gath- 
ering in Manila this week for a meeting of 
the Association of South-East Asian Na- 
tions, and on July 27th delegates from Ja- 
pan, China, Russia and the United States 
will join them. 

Many of the policies Japan’s new prime 
minister is likely to put in place would lead 
to higher inflation. Indeed, a bit of infla- 
tion could work wonders for the Japanese 
economy, it is argued. Politically, however, 
it could backfire badly on the Lpr. Voters 
dealt the party a big defeat at the recent 
election for the upper house, the less-pow- 





erful chamber in the Japanese parliament. 
This reverse not only brought about the res- 
ignation of Ryutaro Hashimoto as prime 
minister, but also made it painfully clear 
where the Lpr’s principal source of support 
now lies: more than ever before, it is pri- 
marily in the countryside and among the 
older people in Japan’s rapidly greying so- 
ciety. Such people are also the main savers, 
and many—especially the elderly—live on 
fixed incomes. They would be enraged if 
their standard of living were made to suffer 
and their savings reduced in value in order 
to help foot the bill for the banking indus- 
try’s follies. 

That thought ties the hands of the new 
prime minister somewhat, and largely 
leaves him with tax cuts and other tradi- 
tional fiscal methods for getting the econ- 
omy moving again. It is clear, however, that 
the first thing he will have to do is to shelve 
Mr Hashimoto's fiscal-reform law. This has 
already been relaxed once. It puts a cap on 
government spending by imposing a strict 
schedule for eliminating the issuing of defi- 
cit-covering bonds by 2003. By then, the 
budget deficit will, with luck, have come 
down from nearly 7% of GpP to 3%. All three 
candidates had promised to loosen or even 
discard this financial corset. 

Japan’s opposition parties would hap- 
pily go along. They would not quibble ei- 
ther with all three LDP candidates’ propos- 
als for cutting individual and corporate 
taxes. After zigzagging all over the place, Mr 
Hashimoto eventually agreed just days be- 
fore the disastrous election to make a per- 
manent tax cut—though, over-cautious to 
the end, he refused to say by how much. The 
largest opposition party, the Democratic 
Party of Japan (prj) has already called for 
an annual ¥6 trillion ($43 billion) reduc- 
tion in taxes. The prj did well in the upper- 
house election, and its leader, Naoto Kan, is 
surging in popularity. 

For its part, the LoP has pushed through 
a once-and-for-all ¥4 trillion cut for this 
year. But because of the party’s hammering 
in the election, its new leader will have to 
up the ante considerably. The sticking- 
point with the opposition will be over how 
the individual tax cuts are introduced. Any 
attempt to reduce the top rate and broaden 
the tax base, causing richer households to 
pay less and poorer ones to enter the tax 
bracket for the first time, will be resisted 
tooth and nail by the opposition. 

It is now apparent that Japan’s new 
prime minister is set to face a Diet that is a 
good deal more confrontational. As it is on 
a roll, Mr Kan’s py will pick fights at every 
opportunity, hoping to force an early gen- 
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| When the sea turned on the land 


SYDNEY 


O; THE evening of July 17th, several 
thousand villagers living along the 
coast of Papua New Guinea’s north-west- 
ern Sepik district were shaken by an 
earthquake out to sea. After a few minutes 
they decided it was safe to return to their 
homes, but then they heard a roar like a jet 
aircraft approaching over the ocean. Next 
the waves came crashing on to the beach. 
As Nick Mengkai, who lived in a village 
called Warapu, described it: “The sea 
waves were like big houses coming an- 
grily towards the shore. We went running 
towards the mangroves. | could feel the 
waves hit me on the legs and knock me on 
the head. 1 fell down and kept rolling 
around and around.” 

The tidal wave obliterated Warapu 
and several other villages as it swept al- 
most two kilometres—over a mile—in- 
land. When it receded, hundreds of peo- 
ple lay dead and dying. By July 22nd, 
PNG's authorities announced that 1,112 
people had been buried. Most were in- 
terred in mass graves or doused with pet- 
rol and burned because of the fear of dis- 
ease spreading in the tropical heat. But 
the precise death toll may never be 
known. Many victims were sucked out to 
sea. Some people who fled or were 
washed inland are too frightened to re- 
turn. Many of the dead were children 
from surrounding villages who had gath- 
ered for school holidays at Sissano la- 
goon, which took the full brunt of the ten- 


metre (33-foot) wave. Almost a week after 
the disaster, PNG officials said that some 
3,500 people from an estimated local 
population of 10,000 or so were still re- 
ported as missing. 

The Sepik district is one of PNG’s most 
isolated. It is prone to earth tremors, and 
the tidal wave was not its first. But it may 
have been pNo’s worst natural disaster in 
human cost. Australia responded by 
sending 100 medical staff and engineers. 





New Zealand sent a medical team, and 
help also arrived from France and Japan. 

PNG has had its share of natural ca- 
lamities lately. In 1994 a volcano erupted 
on the island of New Britain, obliterating 
the town of Rabaul. Last year, a severe 
drought caused crop failures, starvation, 
loss of revenue from agricultural exports 
and the temporary closure of two big cop- 
per and gold mines due to lack of water. 
PNG has also been hit by the East Asian 
financial turmoil: its forestry industry, in 
which Asian companies were big inves- 
tors, is in difficulty, and the value of its 
currency, the kina, has fallen. 


One more disaster for Papua New Guinea 





eral election before it runs out of steam. 
Meanwhile, Japan’s steadily expanding 
Communist Party, which has developed a 
strong grass-roots machine, is talking for 
the first time about co-operating with other 
opposition parties to put an end to the 
LpP’s long-standing grip on power. 

All of which spells trouble for the LDP’s 
new leader. With the party now much 
weaker, its bills—especially the enabling 
legislation needed for its “total plan” for re- 
storing the debilitated financial system, as 
well as the coming budget and proposed 
tax cuts—are likely to be held hostage in the 
upper house by an opposition that smells 
blood. The upper house, for all its relative 
weakness, can frustrate legislation. 

So the Lpp’s new man will find that gov- 
erning Japan is more difficult than it has 
ever been before. The country is entering an 
era of dysfunctional politics, with the pos- 
sibility of one political order passing to an- 
other—providing the world with plenty of 
worries about Japan’s politics to add to its 
more familiar concerns about its economy. 
s 
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The Philippines 
The Marcos mob 
is back 


MANILA 


HILE much of East Asia tries to rid 
itself of signs of “crony capitalism”, 
the Philippines—which has long delighted 
in being different—is engulfed in a storm 
over the resurgence of some old cronies un- 
der its new president, Joseph Estrada. 
Many Filipinos are still haunted by the 
corruption and brutality of Ferdinand 
Marcos, the dictator toppled by a “people 
power” revolution in 1986. Hence concern 
at the sight earlier this month of Eduardo 
Cojuangco sweeping up to the head office 
of the country’s brewing and food giant, 
San Miguel, in a Mercedes to reclaim his 
post as chairman after a boardroom coup. 
Mr Cojuangco was Marcos’s main 
chum and during his rule assembled a vast 
business empire. The two were so close that 





when Marcos fled Manila Mr Cojuangco 
left in the helicopter with him. Though ex- 
iled to the political wilderness by two sub- 
sequent presidents, Corazon Aquino and 
Fidel Ramos, Mr Cojuangco has not only 
moved back into the boardroom of San Mi- 
guel but is also fighting for control ofa large 
block of shares in the company. These were 
seized from him in 1986 by Mrs Aquino’s 
administration after allegations that they 
had been acquired illegally through his 
links with Marcos. Many believe the tycoon 
will soon have his shares back. 

Although Mr Estrada says the affairs of 
San Miguel have nothing to do with him, it 
is hard for him to avoid the controversy. Mr 
Cojuangco was the chief financier behind 
Mr Estrada’s expensive election campaign 
and is now head of the president's political 
party. The two are so close that many won- 
der who is calling the shots. 

Mr Estrada has also been criticised for 
his efforts (so far unsuccessful) to have Mar- 
cos’s body moved from cold storage in the 
dictator’s home town of Batac, in the north- 
ern Philippines, and buried in Heroes’ 
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Cemetery in Manila. The president has also 
said he would try to seek a settlement with 
the Marcos family—led by his redoubtable 
widow, Imelda—to recover money plun- 
dered from government coffers. This creep- 
ing rehabilitation of the Marcos family 
worries many Filipinos. Imelda’s daughter 
Imee now serves as a congresswoman, and 
her son Ferdinand, who is usually known 
as “Bong Bong”, is a newly elected provin- 
cial governor. 

Mr Estrada’s officials have added to the 
controversy by saying they want to reach a 
settlement over a 25.6 billion pesos ($611m) 
tax-evasion case against Lucio Tan, a Chi- 
nese-Filipino tycoon also once linked to 
Marcos. The secretive Mr Tan is widely 
reckoned to be the country’s richest man. 
He owns Philippine Airlines, Asia Brewery, 
Fortune Tobacco and Allied Bank. Mr Tan 
was also a financial backer of Mr Estrada’s 
presidential campaign. But, as Edgardo Es- 
piritu, the finance minister, admits, the 
pressure on the government to reach agree- 
ment with Mr Tan is clear: it faces a budget 
deficit of 70 billion pesos and Mr Tan’s 
contributions would come in useful. 

The problem of how to deal with the 
Marcoses and their cronies is turning into a 
far more awkward issue than many ex- 
pected. One of the reasons given by Mr Est- 
rada for abolishing the Presidential Com- 
mission on Good Government, a body 
established by Mrs Aquino to reclaim as- 
sets believed to have been acquired illegally 
during the Marcos years, is compelling: it 
has not worked. Even the influential Ro- 
man Catholic church believes it is best to 
draw a line under the Marcos years and 
move on. But having the old dictator's fam- 
ily and their cronies restored to positions of 
power and influence may prove too much 
even for forgiving Filipinos. 





Vietnam 
Uncle Ho's legacy 


HANOI 


E MAY have won the war, but General 

Vo Nguyen Giap seems to have lost 
the plot. Now in his late 80s, the Vietnam- 
ese military hero who vanquished first the 
French and then the Americans recently 
told an audience that “caring for the na- 
tion and fighting foreign invaders are the 
duties of every generation” of Vietnamese. 
Like many of Vietnam’s older generation, 
he probably finds it difficult to adjust to 
change. And yet he was called as a keynote 
speaker at an academic conference on in- 
ternational co-operation. 

The event, held in Hanoi in mid-July 
with the help of a $200,000 grant from 
America’s Ford Foundation, was the first of 
its kind to be organised inside Vietnam. 
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Socialism first 


More than 300 foreign scholars turned up. 
The foundation hopes it will open up de- 
bate in a communist country where Marx- 
ism-Leninism and “Ho Chi Minh thought” 
are still taught to schoolchildren. Yet Gen- 
eral Giap's remarks were not the only sign 
of how far that debate still has to go. 

Apart from the standard summary of 
4,000 years of Vietnamese history, the par- 
ticipants also heard from local professors 
about Ho Chi Minh’s poetry and his “ini- 
tial study on the way of writing foreign 
proper nouns”. Foreign delegates, with 
their irritating tendency to come to conclu- 
sions at odds with the party line, were 
mostly ignored. 

An American studying suburban devel- 
opment in Ho Chi Minh City was told that 
she could not hope to research the subject 
because she was not Vietnamese. Another 
American comparing rural resistance in 
China and Vietnam to economic reform 
was told there was no such thing in Viet- 
nam—despite renewed unrest last year in 
the northern province of Thai Binh. 

Foreigners felt that they had been in- 
vited merely to provide window dressing 
for a feast of cultural self-congratulation. 
The conference overlapped with a meeting 
of the party’s powerful Central Committee, 
which concentrated on a future national 
cultural policy. After ten days of discus- 
sions, it declared that the object of all tul- 
tural activities was “to preserve Vietnam's 
cultural identity... for the building and 
defending of the socialist homeland.” 

Does this matter? When the Association 
of South-East Asian Nations meets in Ha- 
noi in December, the delegates will find 
themselves in a country that rivals Myan- 
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mar and North Korea in its inability to 
speak the common intellectual language of 
East Asia. Despite Vietnam's attempts at 
economic integration with the region, it re- 
mains constrained socially and politically 
by the Communist Party. For example, Viet- 
nam’s universities have no political-sci- 
ence departments and no real experts on 
international relations. 

As a result, Vietnam is unable to take 
part in the academic forums on security 
that are increasingly a part of confidence- 
building in East Asia. The hope is that, with 
growing opportunities for Vietnamese 
scholars to travel abroad, and with more 
foreign research under way in Vietnam, 
that will change. Indeed, even five years ago 
it would have been impossible to hold any 
sort of international academic conference 
in Vietnam. 

Yet the risk is that such progress will be 
slowed by a faltering economy: Vietnam 
has cut its target for economic growth this 
year, from 9% to under 7%, because of the 
Asian turmoil. The signs are that the party 
will now try to bolster support through 
even more introspection and the contem- 
plation of past glories. Indeed, its meeting 
ended with a call for a new campaign that 
would culminate in some sort of national 
conference in 2000. The subject? National 
heroes. General Giap would be proud. 





Kazakhstan 
Glowing, but not 
with health 


KURCHATOV 


TS citizens of Kurchatov in northern 
Kazakhstan remember the good old 
days when their city was a green island in 
the steppe, full of young and ambitious sci- 
entists and military officers, and amply 
supplied with food unavailable to most 
people elsewhere in the Soviet Union. “It 
was beautiful,” says Lydia Sysoeva, head of 
the city administration. 

It is beautiful no longer. The city, 
named after Igor Kurchatov, the father of 
the Soviet atomic bomb, was the command 
centre for nuclear explosions carried out at 
the nearby Semipalatinsk testing site. In So- 
viet times, Kurchatov was not marked on 
the map. It was opened for visitors only in 
September 1997. It is now a largely depopu- 
lated city: most of its former residents have 
moved away. Of the 30,000 or so who once 
lived there, no more than 11,000 remain 
and many of these have recently arrived 
looking for work. The north side of the 
town, with its lush tree-lined streets, is al- 
most deserted. Houses stand empty. 

Then there are the consequences of nu- 
clear testing. Between 1949 and 1989, 470 
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tests were carried out at Semipalatinsk. Un- 
til 1962 the tests were on or above ground. 
Local people recall that during a test the 
ground would shake, glass would break, 
and lamps would swing back and forth. 
People were told to go outside for the tests, 
because they were carried out not just for 
military purposes, but also as experiments 
on civilians. Their effects on people and an- 
imals were continuously studied. It is reck- 
oned that, in total, about 1.6m people in the 
area around Kurchatov were exposed to 
radiation. 

In Akzhar, a village near Kurchatov 
with a population of 1,500, every family is 
said to have someone who was born physi- 
cally or mentally handicapped or who has 


died of cancer. The prenatal centre in the 
city of Semipalatinsk, about 130 kilometres 
(95 miles) from the testing-ground of the 
same name, offers confirmation of the ef- 
fects of radiation. In 1997, 488 out of every 
1,000 babies born in the centre had some 
health problems or defects, and 47 died. 
Cancer rates in the Semipalatinsk area are 
regarded as high, about a third higher than 
elsewhere in Kazakhstan. 

To make matters worse, the Kazakh gov- 
ernment says it has no money for medicine 
or modern equipment to treat people suf 
fering from illnesses caused by radiation. 
Doctors at the Oncological Institute in 
Semipalatinsk do not tell patients when 
they are terminally ill with cancer. Leaving 


people with some hope is the best medi- 
cine they can offer. For those living in an 
outlying area, just a trip to hospital is more 
than many can afford. According to the in- 
stitute, about 40% of their patients have 
waited so long before consulting a doctor 
that their cancer is far advanced. 

Foreign experts say in some parts of the 
18,500 square-kilometre test site the radia- 
tion levels have “normalised”, but other ar- 
eas remain heavily contaminated. Most no- 
torious is the “Atomic Lake”, created some 
30 years ago when a huge nuclear device 
was exploded underground. It is thought to 
be inadvisable to spend more than two 
hours contemplating its pellucid waters. 
ie 








The other government in Bangladesh 


DHAKA 


Just asking for a micro-credit rating 


ANGLADESH is probably the world 
leader in non-governmental orga- 
nisations, NGOs, perhaps because eco- 
nomically it is near the bottom of the 
heap. The 20,000 or so NGOs there oper- 
| ate mainly in the country’s 86,000 vil- 
| lages, providing education, health, small 
loans and agricultural development far 
more efficiently than the corrupt and in- 
efficient government. Yet, while outsiders 
have lavished praise on the NGOs, 
Bangladeshis themselves are ambivalent. 
Some fear the organisations are becom- 
ing a parallel state, financed by foreigners 
and accountable to nobody. 
Most of the foreign money (around 
| $250ma year) goes to a handful of famous 
NGOs such as the Grameen Bank, the Ban- 
gladesh Rural Advancement Committee 
(BRAC), Proshika and the Association for 
Social Advancement. These are among 
the biggest rural-development organisa- 





tions in the world, and they have an awe- 
some reach. 

BRAC alone has 19,000 full-time em- 
ployees, 34,000 part-time teachers, and 
2.3m members (96% female) in 66,000 vil- 
lages. Its schools admit only those who do 
not attend or have dropped out of govern- 
ment schools, and at least 70% of these 
must be girls. It hires teachers from each 
village, of whom 96% are women without 
teaching qualifications. They run schools 
in rented thatched huts, set neither exams 
nor homework, and have flexible school 
hours that enable children to work in the 
fields with their parents, reducing the in- 
cetitive to drop out. Teachers are paid 600 
taka ($12) a month and reach children 
that government teachers (paid six times 
as much) cannot. 

The Grameen Bank has pioneered 
small loans to the poor. Commercial 
banks say it is too risky to make loans of 


around $100 to people without assets. But 
Grameen organises borrowers into 
groups which guarantee a loan to any 
member (exerting peer pressure for repay- 
ment). Its repayment rate is over 95%. 
Other NGOs have followed this route, and 
now more than 6m poor people (almost 
all women) have obtained small loans for 
shops, sewing machines, chicken farming 
and the like. 

Micro-credit is one reason for the fall 
in poverty in Bangladesh, from 59% of the 
population in 1991-92 to 53% in 1995-96. 
A more important reason is the attention 
to women that NGOs have given. By di- 
recting education, jobs and credit at 
women, the NGOs have created a social 
revolution in a conservative Muslim soci- 
ety. This is mainly why the fertility rate in 
Bangladesh has crashed from 6.1 births 
per woman in 1980 to 3.4 births today. It 
is expected to decline to 2.5 births by 2010. 
The mullahs hate NGos for eroding the 
traditional male-dominated structure, 
and occasionally attack their offices. 

Resentment also comes from politi- 
cians, bureaucrats and leftists, all of | 
whose shortcomings have been exposed 
by the success of NGOs. Left-wing critics 
accuse NGOs of exploitative rates of inter- 
est: BRAC charges 15%, Grameen up to 
22%. Yet the high rate of repayment is the 
best evidence of affordability. In fact, in 
labour-intensive work, interest charges 
are a small proportion of total costs. | 

Politicians complain that NGOs have 
money and power without accountabil- 
ity,embezzle foreign funds and cook their 
books. The NGOs reply that their accounts 
are audited, and sometimes not just in 
Bangladesh but also, to satisfy donors, by | 
auditors abroad. They say they are ac- 
countable both to donors and the villag- 
ers they serve. The easy availability of do- 
nor funds has encouraged some crooks to 
set themselves up as NGOs. But corrup- 
tion among NGOs is a trickle compared to 
the rivers in government. 
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WASHINGTON, BC 


Goldilocks gets confused 





Is America’s economy too hot, too cold, or just right? 


OR Americans accustomed to a con- 

tinuous stream of good economic news, 
recent days have been unsettling. First a 
. barrage of statistics suggested the economy 
was slowing down, fast. The trade deficit 
soared to $15.8 billion in May, as exports to 
Asia plummeted. Industrial production 
. tumbled 0.6% in June, its fastest drop in 
over five years, as the General Motors strike 
took its toll. Virtually overnight, economic 
pundits slashed their estimates of output 
growth; some suggested that the economy 
might have shrunk between April and June. 
And President Clinton devoted his weekly 
radio address to the plight of the country’s 
farmers—hit hard by overproduction and 
falling demand in Asia—and offered fed- 
eral dollars to buy up surplus wheat. 

Then Alan Greenspan, chairman of the 
Federal Reserve, struck a different note. In 
his half-yearly review of the economy to 
Congress on July 2ist, he worried more 
about the threat of higher inflation than of 
a recession. Although he acknowledged 
that Asia’s woes were “demonstrably” re- 
straining demand for American goods, Mr 
Greenspan reckoned there was still a “sig- 
nificant” risk of a pick-up in inflation. The 
reason for his concern was America’s tight 
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labour markets. He pointed out (yet again) 
that the number of people working was 
growing at a far faster rate than the work- 
ing-age population. That cannot go on. To 
prevent inflationary wage pressure, de- 
mand had to slow. If this did not occur nat- 
urally, Mr Greenspan made it clear (a num- 
ber of times) that interest rates must rise. 
Confused? You have reason to be, for 
America’s economy, which for so long has 
seemed neither too hot nor too cold, is par- 
ticularly tricky to interpret right now. On 
one side are several powerful forces cooling 
it down: the Asian crisis, the General Mo- 
tors strike, and an inventory correction as 
firms reduce their stocks of unsold goods. 
On the other side there are plenty of signs of 
heat: with low unemployment, rising 
wages and high levels of consumer confi- 
dence, domestic demand is still booming. 
The question is which factors will prove 
more powerful, and more long-lasting.* 
The “Asia factor” is probably the most 
important, and least predictable, of the 
cooling elements. Economic boffins have 
long promised that the region’s financial 
woes would affect America, by reducing de- 
mand for American exports and increasing 
imports as the dollar strengthened. 





That began to happen during the first 
quarter of this year, when a rising trade im- 
balance proved a modest counterbalance 
to booming domestic demand, and its ef- 


fect is intensifying as the trade deficit wid- : 


ens: May’s trade deficit caused particular 
alarm, partly because it was much bigger 
than expected and partly because it showed 
a sharp weakening of exports. Exports to 
Asia fell 21% compared with a year ago, and 
total goods exports fell 3%. Some econo- 
mists reckon the Asia-inspired trade drag 
will subtract up to 2.5 percentage points 
from second-quarter growth and will be in 
evidence well beyond that, as it usually 
takes six to nine months for trade flows to 
respond fully to economic changes. But no 
one can be certain either how big the im- 
pact will be or how long it will last. That 
depends on what happens in Asia. 

The Asia effect may seem a distant con- 
cern to many Americans; but some of them, 
such as farmers, are clearly suffering from 
it. The farms depend far more on exports 
than the rest of the economy: around 30% 
of farm products are sent overseas, com- 
pared with 13% for the economy as.a whole. 
Until this year East Asia provided a big, and 
growing, market. But now a massive. drop 
in demand from Asia has weakened prices 
that were already softening from over- 
production, both at home and abroad. 
Coupled with disease and weather prob- 
lems, this is hitting farmers hard. 

At the same time many American farm- 
ers are learning to live with a free(ish) mar- 
ket: the 1996 Freedom to Farm Act gave 
farmers more leeway about switching 
crops, but also capped government subsi- 
dies. As prices tumble, farmers have suf- 
fered. Hence Mr Clinton’s pledge to buy 
2.5m. tons of wheat and give it to needy 
third-world countries, and hence a: pro- 
posal by congressional Democrats to offer 
$500m in emergency farm assistance. In 
the rural prairies of the upper mid-west, 
Goldilocks’s economy has long gone cold. 

Elsewhere in the mid-west, the General 
Motors strike, now in its seventh week, is 
claiming casualties. Virtually all of the car 
company’s plants and many of its supplier 
factories stand idle. According to the Fed- 
eral Reserve, June's drop in industrial pro- 
duction was wholly the result of the GM 
strike. Mr Greenspan expects it to have re- 
duced economic growth in the second 
quarter by half a percent. If the strike con- 
tinues until September, as union leaders 
suggest it could, growth will also be slowed 
for a further few months. But, unlike the 
protracted impact of Asia’s financial woes, 
the GM effect is clearly temporary. Once the 
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strikers return to work, production will 
snap back quickly. 

The current “inventory adjustment” is 
another temporary brake on growth. Dur- 
ing the first three months of the year firms 
produced more than consumers could buy, 
and so built up huge stocks of unsold 
goods. This growth in inventories helped to 
boost the Gpp growth rate to 5.4% in the 
first quarter. In the second quarter, the op- 
posite occurred. Firms slowed their stock- 
ing sharply, knocking maybe three percent- 
age points off the economy’s growth rate—a 
huge shift but, again, more a rebalancing 
than the sign of an imminent downturn. 

Once you add together the probable ef- 
fects of the trade balance, the GM strike and 
inventory adjustment, it is apparent that 
America’s economy grew only marginally, 
if at all, between March and June. Exactly 
what happened will become clearer next 
week: the first official estimates of the sec- 
ond quarter's GDP are due on July 31st. But 
certainly the figure will be much lower 
than the booming rate of 5.4% in the first 
quarter, and last year’s average of 3.8%. 

That is neither surprising nor disturb- 
ing. As Stephen Roach of Morgan Stanley 
Dean Witter points out, every economic ex- 
pansion since the second world war has 
had at least one quarter of growth below 1% 
which did not become a serious downturn. 
After soaring (unsustainably fast) at the 
start of the year, the economy is naturally 
and rightly slowing down. The magnitude 
of the slowdown has simply been exacer- 
bated by unexpected—and temporary—fac- 
tors such as the General Motors strike. 

With luck, a sharp second-quarter slow- 
down will lead to a calmer economy in the 
second half of the year as the Asia effect 
continues to bite and domestic demand 
slows. In its new forecasts, the Federal Re- 
serve expects total growth this year to be be- 
tween 3% and 3.25%. Unfortunately, a natu- 
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ral cooling may not occur. Consumers are 
still spending apace, business is investing 
and the housing market is bubbling. Mr 
Greenspan’s fear—that all this demand will 
not slow enough to forestall inflationary 
pressure—is well-founded. The Goldilocks 
economy may have cooled down a bit, but 
could still be too hot for its own good. 


— 





Starr v Clinton 


The elbow factor 


WASHINGTON, DC 


N NEW YORK you go to restaurants to 
observe who's who. In Washington you 
go to the federal courthouse. On July 21st, 
you could have caught a glimpse of Ken 
Starr, the federal prosecutor, arriving to ar- 
gue with President Clinton’s legal team 
about media leaks allegedly emanating 
from Mr Starr’s office. On the same day, five 
members of the president's security detail 
were there as well, to testify about the White 
House appearances of Monica Lewinsky, a 
young friend of Mr Clinton’s. And yet, 
rather like a trendy restaurant, the court- 
house may soon lose its buzz. For Mr Starr 
may be entering the last stage of his inquiry. 
Before wrapping it up, Mr Starr aims to 
pump the secret servicemen for all they 
know. He won the right to interrogate them 
on July 17th, when William Rehnquist, 
chief justice of the Supreme Court, rejected 
the administration’s argument that agents 
should be immune from subpoenas. It 
claimed that, to protect the president's life, 
agents have to be at his elbow constantly; 
and that his safety would be compromised 
if he felt tempted to shoo agents away dur- 
ing ticklish discussions. It is precisely be- 
cause of the elbow factor that Mr Starr is so 
eager to hear the agents’ testimony. 

Mr Starr is hoping that the secret ser- 
vicemen will contradict the president's ver- 
sion of his misty relationship with Miss 
Lewinsky. They might say, for example, that 
the president and Miss Lewinsky met alone 
in the White House: Mr Clinton has stated 
that this did not happen. They might also 
have overheard embarrassing conversa- 
tions. Mr Starr is particularly interested in 
Miss Lewinsky’s visit to the White House on 
December 28th, when she met both the 
president and his personal secretary. The 
prosecutor suspects the discussion that day 
centred on how Miss Lewinsky would re- 
spond to lawyers investigating the Paula 
Jonés sexual-harassment suit against the 
president. Mr Clinton may have encour- 
aged her to stay mum about their friend- 
ship: ifhe did, the president could be guilty 
of obstructing justice. 

For the moment, the betting is that the 
agents will reveal nothing startling. Their 
lawyer insists they witnessed no “embar- 





They can’t help noticing Brit 


rassing, compromising, or off-colour situa- 
tion”. Mr Starr may then try to compel testi- 
mony from Bruce Lindsey, deputy White 
House counsel and keeper of most Clinton 
secrets; but the Clinton lawyers will resist 
this. Beyond Mr Lindsey, few potential wit- 
nesses remain untapped. Unless Mr Starr 
calls the president or Miss Lewinsky to 
testify, he may soon be ready to stop asking 
questions and to draw up a report. 

Some time after the November elec- 
tions, this will land in Congress’s lap. The 
newly elected lawmakers may try to im- 
peach a president whose poll ratings have 
recently defied gravity. Or they may file Mr 
Starr's report away, and forget it. 





Presidential hopefuls 


The holiest yet 


ST LOUIS 


OME 2000, the state of Missouri may 
well have not one but two favourite 
sons in the presidential race. One is Rich- 
ard Gephardt, the Democratic leader of the 
House of Representatives. The other is John 
Ashcroft, the state’s junior Republican sen- 
ator. Whereas Mr Gephardt disclaims any 
interest in another bid for the White 
House—concentrating instead, he says, on 
an effort to take back control of the House 
and dethrone Newt Gingrich as speaker— 
Mr Ashcroft has all but declared his candi- 
dacy. He has already been in lowa, favour- 
ite starting ground of presidential contend- 
ers, scooping out ice-cream sundaes for 
grateful members of his party. 
Although some see him just as a more 
courteous version of Pat Buchanan, the fact 


THE ECONOMIST JULY 25TH 1998 


is that Mr Ashcroft is fast emerging as the 
consensus candidate of the religious right. 
He has been all but endorsed by Pat Robert- 
son, a televangelist and former Republican 
candidate for president; and, with the 
backing of the Christian Coalition, he has 
won the South Carolina straw poll, beating 
contenders who included Governor George 
Bush of Texas and a former vice-president, 
Dan Quayle. 

Unlike some other Republican candi- 
dates, who put on religiosity when it suits 
them, Mr Ashcroft—the son of a minister 
and a semi-professional gospel-singer—is a 
true believer. In the Senate he has taken a 
vigorous part in the war on “partial-birth” 
abortions, needle-exchange programmes 
and legalised gambling. He has blocked the 
nomination of several candidates for fed- 
eral judgeships on ideological grounds, a 
tactic that even Republicans implored him 
to abandon. He led an unsuccessful fight 
against the appointment of David Satcher 
to the post of surgeon-general because of Dr 
Satcher’s views on Arps policy. Mr Ashcroft 
is also among the most outspoken of Bill 
Clinton’s Republican critics, demanding 
his resignation or impeachment on 
grounds of immorality. 

In Missouri, his political career was no- 
table less for his achievements than for the 
fact that the Democrats never really put up 
a convincing opponent. A spell as state at- 
torney-general was followed by two terms 
as governor, during which Mr Ashcroft ve- 
toed a bill allowing alcohol to be sold on 
Sunday on the ground that one provision 
would have allowed sales of alcohol-fla- 
voured sweets to minors. But his time in of- 
fice was remarkably free of scandal. Per- 
haps the most embarrassing incident was 
when he was caught ordering the opening 
of the state library at a weekend to allow his 
children to research their school projects. 

MrAshcroft is often contrasted with Kit 
Bond, his senior Senate colleague and his 
predecessor in the governor's mansion. He 
is a theoretician, people say, where Mr 
Bond is a pragmatist. In the recent vote on 
NATO expansion, for instance, Mr Ashcroft 
strongly opposed expansion on principle; 
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He says God can’t be left out of it 
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_ If we build it, they will come 


NEW YORK 


| HEN Manhattan mobsters talk 

about somebody “taking a swim 
in the Hudson”, it is seldom a voluntary 
pursuit. The craziness of Kramer, a cen- 
tral character in “Seinfeld”, the Big Ap- 
ple’s favourite television comedy, was 
confirmed when he started taking a dip 
| in the river. It is hard to imagine Woody 
| Allen or Rudy Giuliani crossing Broad- 
| way in swimming trunks. Yet The City 
| That Never Swims seems determined to 
| have a beach. 

Environmental approval has been 
granted for a $300m park, to be devel- 
oped by the Hudson River Park Conser- 
vancy, which includes a 400-yard-long 
strip of sand on the lower western side of 
Manhattan. Unless disgruntled locals 
can stop the project, ground-breaking 
will begin in the autumn, and the beach, 
complete with imported sand, will open 
in 2003. Despite Manhattan’s well- 
honed competitive instincts, there is lit- 
tle reason in all this for the beach-towns 
of Long Island to tremble in their flip- 
flops. The proposed site for Copacabana- 
NY is the south side of Gansevoort pier. 
To add atmosphere, the New York Sani- 
tation Department currently parks its ve- 
hicles in a garage on the pier. 

That said, the approval for public 
swimming shows how much cleaner 
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New York’s waterways have become. The 
days when big firms such as General 
Electric just dumped rubbish into the 
Hudson are long gone. The sewage sys- 
tem has also been improved. But per- 
haps the most ringing endorsement has 
come from the small band of endurance 
swimmers who take part in the annual 
Manhattan Island Marathon, a28%-mile | 
(46km) circumnavigation of the island. 
In the past, these hardy athletes have 
risked close encounters with floating 
hospital syringes, industrial waste and 
even decomposing bodies. Yet this year’s 
winner, an Australian called Shelley Tay- 
lor-Smith, declared the water “very 
clean”. Stand by for the rush in 2003. 





Mr Bond, mindful of the defence jobs back 
home, voted for it. Yet Mr Ashcroft, too, has 
demonstrated flashes of pragmatism. Dur- 
ing his governorship, Missouri became one 
of the first states to mark Martin Luther 
King’s birthday; and when he was con- 
fronted with a referendum to make Mis- 
souri a “right-to-work” (anti-union) state, 
he jumped on the bandwagon that over- 
whelmingly defeated the proposal. 

How far will he go? Not as far as he 
hopes before he bumps up against people 
more squeamish about the 
mixing of church and state. 
For Mr Ashcroft, the abolition 
of the “marriage-penalty” 
from the tax code is a crusade 
to preserve the sanctity of fam- 
ily life. Among his latest 
causes is a proposal to put 
public money directly into 
church-run welfare þro- 
grammes. Thus is God’s work 
accomplished, according to 
the junior senator from Mis- 
souri. That gleam in the eye is 
liable to make many Ameri- 
cans nervous. 

a 





Government and people 
Census sensibility 


WASHINGTON, DC 


N AMERICA, the census is like a tetanus 
shot: one of life’s necessities you must 
endure every ten years. Since 1790, the gov- 
ernment has conducted a constitutionally 
mandated count of Americans, which in- 
cludes asking about everything from their 
age and sex to, nowadays, the amount they 
spend to heat their homes each year. In 
what is called “the largest peacetime 
mobilisation of the American govern- 
ment”, the data are collected, tabulated and 
used to reapportion seats in the House of 
Representatives and divvy up over $180 bil- 
lion of federal money among the states. 
Every census, because of its political re- 
percussions, acquires some political elec- 
tricity; but never more so than now. In the 
grand Washington tradition of making eso- 
teric subjects controversial (read: partisan), 
the debate surrounding the proposed use 
of statistical sampling in the 2000 census 
has become so heated that the integrity of 
the entire process has been called into 
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UNITED STATES 
question. There is now a fear that politics 
will prevent the Census Bureau from carry- 
ing out its charge in 2000, resulting in the 
first “failed” census in American history. 

The controversy began when the Clin- 
ton administration announced a plan to 
move away from the “actual enumeration” 
of Americans called for by the constitution. 
It argues that the size and diversity of the 
American population make attempts at 
counting the whole lot futile, and lead to a 
repeated undercount of urban minorities 
and Indians living on reservations. To deal 
with this, the Clinton plan wants to count 
90% of the population and then, from what 
it finds there, make estimates about the 
other 10%. 

In theory, this method will allow the 
Census Bureau to make more accurate pre- 
dictions about those portions of the popu- 
lation repeatedly missed by the census. 
There are obvious problems: which 90% do 
you aim at, for instance, and what is 90% of 
a still unknown total, anyway? Republi- 
cans in Congress immediately denounced 
the plan as unconstitutional, arguing that 
the president is attempting to create a “vir- 





tual America” by using an untested device 
in place of the process envisioned by the 
Founding Fathers. 

Dan Miller, a Republican from Florida 
who is chairman of the House subcommit- 
tee on the census, accuses Mr Clinton of try- 
ing to peddle “statistical snake oil”. Of 
course, the highbrow constitutional argu- 
ment masks a lowbrow political reality: 
many Republicans fear that sampling will 
yield a higher count of minorities, who gen- 
erally vote Democratic, causing more 
House seats to be allocated to their areas. 
More maliciously, Republicans claim that 
the Clinton administration will attempt to 
pressure the Census Bureau into rigging the 
sampling procedure, creating instant Dem- 
ocrats with a stroke of the keyboard. 

On July 15th the Republicans started 
bringing things to a head; a House commit- 
tee gave the Census Bureau only half the 
money it wants for the coming budget year, 
with the other half contingent on congres- 
sional approval next March. The Clinton 
administration may well veto this. Both 
sides accuse each other of “holding the cen- 
sus hostage” to base political interests. If the 






matter is not resolved, the fight could bring 
onasemi-shutdown of government similar 
to the one in 1995. Since census appropria- 
tions are tied to cash for the entire Com- 
merce Department, the State Department 
and the Justice Department, a dispute over 
statistics could mean a shutdown of all 
three departments. 

In the end, the Republicans will proba- 
bly shrink from that; the 1995 shutdown 
was a political disaster for them. Besides, 
they do not want to be haunted by cam- 
paign advertisements accusing them of 
closing the re! in order to prevent blacks 
and Latinos from being counted in the cen- 
sus. Congress will end up leaving the mat- 
ter to the courts. Newt Gingrich, the House 
speaker, has brought a suit against the 
Commerce Department maintaining that 
sampling is unconstitutional, and the Su- 
preme Court will decide on the matter 
early next year. 

In the meantime, the charges of corrup- 
tion, Luddism and bigotry lobbed by both 
sides will continue. Who would have 
thought that statistics could be such fun? 








| Voter on the Hill 


TWAS named the best show of last year 

by Time, TV Guide and Entertainment 
| Weekly; it is the second-highest-rated of 
the Fox company’s television shows, 
| ahead of “The Simpsons” and just behind 
| “The x-Files”. Yet “King of the Hill”, a car- 
| toon about suburbanites in Texas, also 
| has a political message. Any candidate 
| wishing to win the votes of blue-collar 
| white men this November—especially in 
Texas—will have to stop and ponder what 
Hank Hill, the show’s hero, would think 
of him. 
Arlen, where Hank and his family 
| live, is not the Texas outsiders think of. No 
desert, no oil wells. But it is typical of the 
blue-collar towns that litter the outskirts 
of Dallas and Houston. The landscape 
here is a reassuring mess of indistinguish- 
able subdivisions full of convenience 
stores, car dealerships, and lots and lots of 
chainlink fences. 

Hank’s passions are well-defined: the 
Dallas Cowboys football team, golf (at a 
public course), bass-fishing, deer-hunting 
and power tools. He may be a cartoon 
character, but he is the closest thing that 
working-class, straight, white men of mid- 
dle America have as a standard-bearer. 
His world-view is “what you get when 
common sense, impatience and a high- 
school education collide.” 

Like so many blue-collar white men, 
Hank is now a political sceptic. He is not 





impressed with Democrats or 
Republicans, and he voted for 
Ross Perot in 1992. Ask Hank 
whom he fancies for president 
in 2000 and he turns surly. “It 
doesn’t matter much what I 
think,” he says, “because a few 
ex-hippies on a maple-syrup 
commune in New Hampshire 
get to decide for the whole darn 
country anyway.” 

Like his fellow Texans, 
Hank is unmoving on the death 
penalty. “My position on capi- 
tal punishment? As close as pos- 
sible to the switch.” The scariest 
thing that ever happened to 
Hank? “Well, unfortunately it 
happened to the whole coun- 
try,” says Hank, “and its name is 
Bill and Hillary Clinton.” 

Such mild prejudice apart, some of 
Hank's grudges are disconcertingly accu- 
rate. Take his recent visit to a courtroom. 
“This better not be one of them Carter-ap- 
pointed judges,” he whispers to Peggy, his 
wife. Compare this with an interview 
yotir correspondent had with a blue-col- 
lar Texan last year. “Well, what can you 
expect?” asked the man, shaking his head 
despondently: “He was one of them Car- 
ter-appointed judges.” 

A recent book by Hank on fathering— 
“The Boy Ain't Right’—captures his tone 





Better get his nod 


of voice.In a quiz entitled “How to Tell if 
Your Boy Ain’t Right”, Hank poses this 
brainteaser. You and your boy are watch- 
ing “True Grit”. Your boy mentions that _ 
John Wayne: (a) rides a pretty horse; (b) | 
was the greatest movie actor who ever 
lived, with the exception of Ronald Rea- 
gan, who was the greatest president who 
ever lived, with the exception of Lyndon | 
Johnson; {c) has nice, shapely legs. | 

Answers: {a} Sorta right; (b) Right:your | 
boy's obedient, likes steak and. beer, en- 
joys propane and propane accessories; (c) 
Ain't right. 
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It's bright. 


What's it called ? 
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Its 2 a.m., 4000 miles from home and your 
stomach says, “Lets do lunch.” 


Room service responds, “Of course.” 
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SYDNEY 


A Four SEASONS HOTEL 


Travelling on business can make unusual demands on you, and that often translates into an unusual order for us. Fortunately, 
at The Regent, we speak the same language. So, when your internal clock is set for an entirely different time zone 


and you feel like doing lunch, just ask. Our time zones are universal. The Regent. Where our standards meet yours, 
BANGKOK. BEVERLY HILLS. CHIANG MAL. HONG KONG. JAKARTA. KUALA LUMPUR. SINGAPORE. SYDNEY. TAIPEI 


FOUR SEASONS. DEFINING THE ART OF SERVICE AT 40 HOTELS IN 19 COUNTRIES. 














| Mort v Goliath 


ACK in the early 1990s, preventive diplomacy was high fash- 
| ion. Knowing that it is better to head off international crises 
_ than to clean up after them, the Clinton administration prom- 
l ised to detect potential wars early on; and United Nations peo- 
|- ple wished grandly for a UN army that would intervene at the 
| first whiff of trouble, These days, the hopes for prevention seem 
| forlorn. As Kosovo slid towards war this year, the world’s powers 
| briefly slapped sanctions on Serbia, but stopped short of send- 
| ing troops or bombs. Now they are watching the war happen. 
This is why Mort Abramowitz may matter. He is not, admit- 
__ tedly, the kind of fellow who usually pops up in Lexington. He 
holds no public office. He is not a cultural icon. He is not the 
| president’s paramour or pros- 
; ecutor. But he is the guiding 
| spirit of the International Crisis 
| Group, a small outfit dedicated 
to the preventive efforts that gov- 
| ernments and multilateral agen- 
| cies tend to bungle. You may 
| smile at the Goliath-sized ambi- 
tion of this idea. But, just possi- 
| bly, Mr Abramowitz and his 
group represent a new kind of 
diplomacy, and a chance that fu- 
| ture Bosnias and Kosovos will be 
| handled more robustly. 

| The Abramowitz group is at 
the front of two important 
trends. The first is that humani- 
tarians of various kinds are 
thinking bigger than they used 
to. Human-rights watchdogs be- 
gan by documenting torture; 
now they press governments to 
impose sanctions on the tortur- 
ers. Aid organisations began by 
handing out disaster relief; then they moved into longer-term 
development, hoping to make future mercy missions unnec- 
essary. In his own way, Mr Abramowitz has made the same pil- 
grimage, from dealing with disasters to addressing their cause. 
Twice in the past, as America’s ambassador to Thailand in 1978- 
83 and to Turkey during the Gulf war, Mr Abramowitz has 
helped to set up refugee camps. Now he wants to stop refugee 
crises from happening in the first place. 

The second trend behind Mr Abramowitz is that govern- 
ment and multi-government bureaucracies are ceding power to 
non-governmental organisations. Environmental NGOS 
dragged governments to the Earth Summit at Rio, and on to 
Kyoto last year. A barefoot Internet activist has won a Nobel 
prize for driving dozens of governments (though not America’s) 
to sign a ban on landmines. Human-tights groups have pushed 
governments towards the idea of an international criminal 
court. Again, Mr Abramowitz reflects this shift. He has spent 
most of his career in government, and the Clinton team offered 
him five jobs, including that of special envoy to the Balkans. But 
he preferred to set up the International Crisis Group, believing 
that an outside organisation might prove more influential than 
a senior government official. 

To test this thesis, Mr Abramowitz designed a new kind of 
NGO. It is focused entirely on the causes of crises rather than 
their symptoms; and it is organised like a cross between an aid 
organisation and a think-tank. Like an aid agency, the Interna- 





tional Crisis Group has people in the field: it has ten analysts in. 
the Balkans, four dotted around central Africa, and one each for.__ 
Cambodia and Algeria. But, like a think-tank, the 1cc’s only 


product is ideas. Its field analysts produce reports on looming 


conflict, with recommendations on how to head them off: then | 
the Washington office and the headquarters in Brussels push: 





these reports under the noses of officials and journalists. It used | 
to be that NGOs could win attention only when war or famine | 


struck, and the television cameras were rolling. This one aims to | 


get trouble noticed in time for the worst to be averted. 


And, since opening its doors in 1995, it has been modestly: 


successful. Its Balkan team gave warning that Bosnia’s 1996 elec- 
tion might misfire, which had 
the salutary effect of urging Euro- 
peans and Americans to do ev- 
erything possible to prevent this. 
Since March this year it has ad- 
vocated a change in Bosnia’s 
election law, to require candi- 


ethnic group, and so to encour- 
age the compromising policies 
necessary to prevent a fresh 
round of blood-letting. 

It takes the 1cG to raise such 
troublesome issues, because the 
other foreign groups that brave 
the world’s trouble spots are gen- 
erally biased towards discretion. 
The UN agencies hate to be rude 
about a member state, so shrink 
from denouncing brutality or 
corruption openly. Relief work- 
ers fear to speak out, lest the tar- 
gets of their criticism hit back by 
disrupting humanitarian efforts. 
Governments long to declare places like Cambodia or Bosnia 
stable, so that they can wash their hands of them. Hence the need 
for a group that makes the interventionist case, to balance those 
more concerned with exit strategies. 

Yet it is too much to say that the ICG has been an unqualified 
success. Mr Abramowitz has spent much of this year shouting 
about looming disaster in Kosovo; disaster has arrived anyway. 
This is not because he failed to get his message. into powerful 
ears; he is an old friend of most of the top officials in the State 
Department, and he has recruited George Mitchell, MrClinton’s 
lauded mediator in Ireland, to chair his organisation. The prob- 
lem is that Mr Abramowitz was heard, and ignored. 

There is no mystery here. Successful intervention does not 
win votes; failed intervention loses buckets of them. To win ar- 
guments, rather than merely make them, Mr Abramowitz’s orga- 
nisation needs to grow to the point where it can tip the political 
equation in favour of a bolder foreign policy. Influencing edito- 
rial writers, which the icc already does, is a good start. But the 
iron rule of lobbying is that clout is measured by the power to 
Sway votes: and this power generally consists of having the 
money to buy television advertisements and finance candi- 
dates. Mr Abramowitz concedes that, from the first, he has feared 
that philanthropic donors will underwrite his group’s existence 
but not its success. “We may raise enough money only to fail,” he 
says ruefully. Unless an army of enlightened donors intervenes, 
this interventionist’s fear may well be vindicated. 
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| THE GOVERNMENT OF THE REPUBLIC OF GUATEMALA | 


MINISTRY OF ENERGY AND MINES 


PRIVATISATION OF THE DISTRIBUTION ACTIVITIES OF THE 
INSTITUTO NACIONAL DE ELECTRIFICACION “INDE” 
l 


The Government of Guatemala announces its intention to privatise the 

distribution activities of the state owned Instituto Nacional de Electrificación | 
“INDE”, The privatisation is to be implemented by the sale to stratagic investors of | 
majority ownership interests in the two distribution companies to be created out of | 
INDE through an international tender process: The tender, which is scheduledto 
be completed by November 1998, will represent a major step forward in the 

overall restructuring of the electricity sector in Guatemala. ee ; 


advise them on structuring and implementing the privatisation. 


| The distribution system operated by INDE covers 19 of the 22 departments of the 

| country. Proceeds of the sale, together with funds provided by INDE, ‘will be 

assigned to an aggressive rural electrification program that will be implemented 

| by the winning bidders and is intended to increase ‘the coverage of the service in 
the country. wee 


| 

i 

| 

The Government has retained J. Henry Schroder & Co: Limited and Citibank to | 
| 

| 

| 


The tender during the fourth quarter of 1998, will involve two principal stages.: 
including a prequalification process and the submission of sealed-envelope 

| economic bids. Only those investors that meet the prequalification criteria will be 
i entitled to submit economic bids. 


| Parties interested in the privatisation of the distribution activities of INDE are 


| invited fo register their interest by contacting either of the following 
representatives of the Financial Advisors: 


i 

| 

t 

| 

| 

| 

į 

| 

{ 

| J. Henry Schroder & Co, Limited Citibank N.A., Guatemala | 
| 

| 
J 


Juan Pablo Bayter Luis F, Molina 
| Calle 114 No. 9-45, Of 811 Av, Reforma 15-45 Zona 10 
| Bogota, Colombia 01010, Guatemala, C.A, 
| Tel: (57) 1 629 2825 /36 Tel: (502) 333 6574 
| Fax: (57) 1629 5670 Fax: (502) 366 5646 
i e-mail:bayterj@schroders.com e-mail: tuismolina@citicorp.com 
| 
$ 











Is It Time to 
Reform Social 
Security? 


Edward M. Gramlich 


“Anyone seriously interested in 
the debate on Social Security 
reform must read this book.” 


—Bill Beeman, 
Committee for Economic Development 


Edward M. Gramlich, the former 
chair of the recent Social Security 
Advisory Council—and now a 
governor of the Federal Reserve 
Board—writes about the U.S. Social 
Security system, with comparisons 
to the United Kingdom, Australia, 
and Chile. : 
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THE AMERICAS 


Menem forswears a third term, 
for 1999 anyway 


SAO PAULO 


First, in public, he played coy. Then last week Argentina’s president made it 
definite: he wanted to run again in 1999. Now he says definitely that he won’t 


OR months, the most bitter 
and damaging conflict in Ar- 
gentine politics has not been be- 
tween President Carlos Menem's 
successful but unpopular govern- 
ment anda resurgent opposition, 
but that within his own Justicial- 
ist (Peronist) Party. The battle has 
been over Mr Menem’s efforts to 
rally his party behind his thinly 
concealed quest to overcome a 
constitutional ban on his run- 
ning next year for a third consec- 
utive term at the top. Now, just as 
Mr Menem appeared to have 
moved closer to that goal, he 
seems to have conceded defeat. 

On July 21st, in a surprise and 
seemingly final announcement, 
Mr Menem said that he had “de- 
cided to abandon all possibility 
of competing for the presidency 
in 1999”. Yet only four days ear- 
lier a special congress of the Just- 
icialists, at Mr Menem’s vigorous 
urging, had voted to pursue “all 
judicial and political means nec- 
essary” to make his candidacy 
constitutionally possible. 

Yet that vote was a hollow one. Not only 
had the congress been boycotted by sup- 
porters of Eduardo Duhalde, the governor 
of Buenos Aires province and Mr Menem’s 
chief Justicialist rival. In addition, dele- 
gates from two other provinces had wob- 
bled: those from Santa Fe had walked out, 
and grumbling had emerged among the 
Cordoba contingent. That left Mr Menem 
backed by barely half the party. 

The most immediate effect of his about- 
face is to avert the real possibility of a split 
among the Peronists. Mr Duhalde had de- 
clared that the 40 Justicialist congressmen 
(out of 122) loyal to him would sit as a sepa- 
rate block. His friends were also talking to 
the opposition parties about joining them 
in a campaign of “civic resistance” to Mr 
Menem’s “re-re-election” bid, as Argentines 
dubbed it. Mr Duhalde also planned to or- 
ganise an unofficial referendum in Buenos 
Aires province, home to a third of the entire 
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Bad luck, ladies, you got it wrong 


Argentine electorate, on Mr Menem’s 
would-be candidacy. 

That vote would have exposed Mr Men- 
em’s lack of popular support. For all his 
achievements in nine years as president, in 
conquering hyperinflation and delivering 
fine economic growth (for most of the time, 
at least), Argentines are fed up with their 
president. Opinion polls find only about 
20% approval for him. 

That is hardly the best position from 
which to force the constitutional crisis that 
Mr Menem’s candidacy would have en- 
tailed. In 1993-94, when he was very popu- 
lar, he gained opposition support for a con- 
stitutional change to allow a sitting pres- 
ident a second consecutive term, though of 
four years rather than the previous six. This 
time, his supporters were relying on a spe- 
cious legal manoeuvre: in applications to 
the courts, they argued that Mr Menem had 
been elected only once under the amended 
constitution. 


This is the argument that has been used 
by President Alberto Fujimori in Peru, and 
there it won the blessing of a hand-picked 
constitutional court. Similarly, in Argen- 
tina the issue would have been decided by 
a Supreme Court which the president has 
packed with his own supporters. The oppo- 
sition had threatened to impeach the court 
were it to allow Mr Menem’s candidacy. 
Such a judgment would have tested Argen- 
tine democracy and its institu- 
tions to the limit. 

Mr Menem, whose political 
astuteness is unquestioned, 
would now appear to have two 
options. One is to back a proxy 
candidate, such as Ramon 
“Palito” Ortega, a former pop 
singer whom the president has 
turned into a politician. The 
more likely outcome is for Mr 
Menem to attempt to strike a deal 
with Mr Duhalde. In return for 
backing the ambitious governor 
as the Justicialists’ presidential 
candidate, Mr Menem could seek 
to hang on to the leadership of 
the party. 

Since polls suggest that the 
opposition Alliance, provided it 
remains united, may very well 
win the presidential election in 
1999, that would leave Mr Men- 
em handily placed as leader of 
the opposition—even a potential 
candidate in 2003 (there is no 
constitutional bar against that)— 
and meanwhile strong enough, 
perhaps, to deter any investiga- 
tion into the allegations of corruption that 
have swirled around his presidency. 

But Mr Duhalde may not be a willing 
partner in such a deal. This week, for the 
first time since he became president, Mr 
Menem has the look of a man who is no 
longer in full control of his destiny. 





Unhappy ending 


CARACAS 


HE world economy—with some help 

from his own misjudgments—has not 
been kind to Rafael Caldera. He must 
surely have hoped that, when his presi- 
dency ends in February, he could bask—af- 
ter decades of public life and a return to 
Venezuela’s top post 25 years after he first 
won it—in his country’s approval and the 
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glow of a job well done. Instead, Mr Cal- 
dera, now 82, has had to swallow his pride 
„and endorse a valued-added tax that he dis- 
‘likes, to finance a gaping budget deficit and 
<: to avoid yet another devaluation of a cur- 
<» ‘rency that has already lost 80% of its dollar 


value since he took office. 

Running for election in 1993, Mr Cal- 
dera spoke fiercely against an existing VAT 
as an IMF idea that unfairly punished the 
poor. In office, he abolished it. Now, his 
economic team has to face a 1998 deficit es- 
timated at $3.3 billion-4 billion. Up to $2 
billion of this the government hopes to bor- 
row. But, if Congress will let it, it plans also 
to convert the existing 16.5% wholesale and 
luxury-goods sales tax into a full-fledged 
vat, albeit not under that name. 

The low price of oil is the main culprit. 
Oil taxes and royalties: were expected to 
supply (an already shrunken) half of this 
year’s revenue; today’s estimate is 38%. The 
government at first drew up its budget as- 
suming an average of $15.50 per barrel for 
Venezuela’s crude. It has repeatedly had to 
lower its figure, and the real price remains 
“obstinately lower still. 

But the government must also blame it- 
self. In 1996 and 1997, when oil stood high, 
it had an opportunity for wide reform, not 
least a slashing of the 1.3m-strong public 
workforce, but did not take it. Nor would 
MrCaldera spend political capital on other 
controversial steps. Privatisation has 
lagged: one big sale, of the state aluminium 
company, was due on July 23rd only after 
repeated postponements and, now, to just 
one bidder at a lowered base price. A fund 
to store-oil revenue in fat years, and spend 
in thin ones, still languishes in Congress. 

Congress, dominated by the opposi- 
tion, is also to blame. That stabilisation 
fund is not the only useful legislation 
unpassed.. Nor are November's coming 
congressional elections any spur. Indeed 
the new 16.5% VAT may never get through: 
who wants to vote for a tax like that right 
now? The government may have to settle 
fora 10% rate, with many exemptions. 

There is another way: devaluation. The 
bolivar has been kept strong; to check infla- 








tion. Some analysts now think it 30% too 
high. Devaluation would both raise the lo- 
cal value of the state’s dollar-based oil reve- 
nue and (maybe) arrest the outward trickle 
of capital. But it would also raise inflation, 
recently down after peaking at a (monthly) 
3.4% in April. The idea cannot appeal to the 
new finance minister, Maritza Izaguirre, 
appointed four weeks ago after her prede- 
cessor resigned—at odds, it is said, with Mr 
Caldera (for “personal reasons”, he said). 
Mrs Izaguirre has to think politics too. 
Hugo Chavez, the would-be coup leader of 
1992 now running out in front for the presi- 
dency, has already made hay criticising 
(mistakenly, but that is not the point) the 
government's past economic u-turns. More 
inflation might well mean more votes for 
him. That is another reason not to de- 
value—especially if those who gave their 
backing to Mr Caldera in 1993 now want to 
back Mr Chavez’s closest rival in recent 
opinion polls, Henrique Salas-Romer. 








Mexico 
Suckled on oll 


MEXICO CITY 


IL is mother’s milk to Mexico, and 

Pemex, the 50-year-old state oil com- 
pany, is the revered national breast-feeder. 
Since the end of the 1970s, when huge re- 
serves were found, oil has contributed. be- 
tween a quarter and a half of the govern- 
ment’s income. Every so often some admin- 
istration wonders how to wean itself off. 


‘This year, after the third budget:cut in six 


months caused by falling oil prices, it is the 
turn of President Ernesto Zedillo’s team. 
The way to “depetrolisation” fancied by 
the finance ministry is not what the word’ ~ 
might suggest, to tax Pemex less, but to tax 
others more. The question is, how? The 
ministry’s answer is to crack down on tax 
evasion and start taxing the large informal 
economy. Maybe, but again, how? The gov- 
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| T WAS hailed by President Alberto 
| Fujimori as “the contract of the cen- 
| tury”. Now, after two years and $250m in 
| exploration costs, a Shell-Mobil consor- 
| tium has told him it will not go ahead 
| with developing Peru’s huge Camisea gas 
field. This may well not be the last word, 
| butitisstill a nasty blow—and not just to 
| the economy. 

A second-stage deal had to be 
reached by July 15th. Announcing the 
talks had failed, Jorge Baca, the finance 
| minister, spoke of “irreconcilable” dif- 
ferences over distribution, the price of 
gas for electricity generation, and ex- 
| ports. As to exports, the government had 
| been ready, it said, to negotiate “one 
| minute after” the consortium signed up. 
| The big trouble was the role the consor- 
| tium wanted in transmission and distri- 
| bution, contrary to Peruvian law. The 
| price mechanism proposed for gas used 
| in electricity plants also would have bro- 
| ken laws governing the power industry. 
The government then went into over- 
| drive to calm foreign investors. Mr Fuji- 
| mori, all public optimism on a trip to 
| Britain a week earlier, averred that the 
| project would still go ahead: so huge a 
| deposit would attract many other bid- 
ders, he said. Really? He also said the con- 
sortium had raised its cost estimates 
from $2.5 billion to $4 billion. The world 
has gas galore, and Peru itself is no vast 
market (so much for negotiating over ex- 
ports only after a deal was made). 

Many doubt that Shell and Mobil 








Seismic shock from Camisea 


have really walked permanently away. 
But if they have? Even if others are keen 
on a field, however huge, in pristine jun- 
gle nearly 500 kilometres anda moun- 
tain range from the populated coast, new 
bids would. take time: Perupetro, the 
state oil firm, says it would take the rest of 
1998 to prepare bidding specifications, 
under the government's new plan todi- 
vide the deal into three: operation of the 
field, the main pipelines, and distribu- 
tion. Meanwhile, Peru’s economic pro- 
jections are in flux. 

Time is what Peru cannot afford. Still 
less so. can Mr Fujimori. Camisea was to ` 
be Peru’s largest-ever foreign. project. 
Short-term and long, it would aid the 
balance of payments, now hit. by low 
metals prices. Far more important, it 
would spin offand spur industrial devel- 
opment, bringing jobs-6,000 of them | 
on its own, at the field and:elsewhere— | 

| 


skills and growth-to Peru aş a whole. In- 
stead, the economy will be hurt even this 
year, since fresh investment was.due 
soon. And other potential investors are 
bound to be a little more cautious. 

That is bad news for Mr Fujimori. He 
wants—~and in law is able, though the op- 
position questions itto run for a third 
term in 2000. But the economy is stag- | 
nant, indeed alittle down, with El Nifio’s | 
help, in January-May of this year,com- | 
pared with the same period of 1997. A 
poll this week showed the president's 
popularity in Lima down for the fourth 
month in a row, to 36%: © 
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ernment has in mind legal changes to sim- 
plify the tax system, close loopholes and 
make prosecution easier. But that would be 
only a start. How are workers on the edges 
of the economy to be cajoled into the main- 
stream? With Mexico still struggling to put 
behind it the currency collapse of 1994-95, 
they have little incentive to join in—espe- 
cially as the unfolding saga of the bank bail- 
out shows what the rich have got away with 
(see page 82). And once in law, how would 
taxes be collected? Law-enforcement is one 
of Mexico's not-so-funny standing jokes. 
No government has cut the vast number of 
illegal street vendors, a political force in 
themselves. What government would make 
them pay tax? 

So those who already pay tax may have 
to pay more. The finance minister has al- 
ready hinted at raising the value-added tax. 
Or he could levy it on things that now es- 
cape, such as basic foods and medicines. 
But to do either would lose votes and raise 
prices—and the government's 12% inflation 
target already looks uncertain. 

The leftist Party of the Democratic Revo- 
lution has long proposed a more sellable 
idea: a capital-gains tax. But the rich inves- 
tors it would hit include foreign ones, and 
the government has so far insisted that such 
a tax—albeit widely used elsewhere—would 
scare them away. Nor are the business back- 
ers of the other main opposition force, the 
National Action Party, eager to buy. 

The government will need help from 
one or other of these parties to get its 1999 
budget into law. With fiscal reforms and 
the bank bail-out also to be discussed, both 
are well placed to bargain. So tax measures 
may arise less from voters’ views than from 
congressional haggling. 

No tax change could tackle the real 
problem: that the state’s intake from Mama 
Pemex depends mainly on the price of oil. 
As 1998 began, the government foresaw 
Mexican crude averaging $15.50 a barrel; 
now it talks of $11.50; and in January-June 
the real average was $10.64. The losses to 
the Mexican treasury that this represents 
might be reduced if Pemex became more ef- 
ficient, perhaps by benefiting from private 


investment—now permitted only in petro- 
chemicals. Pemex should welcome that. It 
has had to absorb 29% of this year’s budget 
cuts, nearly $1 billion, and so freeze ex- 
ploration and reduce other development. 
So far, though, Mexican oil policy has been 
held back by a charming old principle: you 
don’t let other people touch your mother. 





Haiti 
Help wanted: 
one government 


S THERE a country in more disarray? Yet 

again President René Préval has nomi- 
nated a new prime minister for Haiti, yet 
again its citizens wait and suffer. More than 
a year after the last prime minister walked 
out, government is still paralysed. Six cabi- 
net seats are vacant, the 1997-98 budget is 
yet to be passed and the entire electoral 
council has resigned. The new man is 
Jacques Edouard Alexis, previously educa- 
tion minister. His first need is to restore the 
government to working order. 

“We don’t think we can do a 
lot,” he says. Haitians probably 
agree. The poorest country in the 
Americas has to live with 60%- 
plus unemployment, inflation at 
(officially) 17%, and pervasive cor- 
ruption, crime and violence. At 
least $340m in aid is held up by 
foreign exasperation at lack of a 
trustworthy government. Struc- 
tural adjustment and farming re- 
forms are stalled. 

The fault is not all Mr Préval’s. 
He is the successor—heir, some 
would say—of Jean-Bertrand Ari- 
stide, elected president in 1991, 
ousted by the army, and then re- 
instated by the American-led 
“Operation Restore Democracy” 
in 1994. The Americans insisted 
that Mr Aristide must go at the 
end of his nominal four-year term in 1995. 
But he wants the job back in 2000. Mr 
Préval is working in his shadow. 

The previous prime minister, Rosny 
Smarth, of the Organisation for the People’s 
Struggle (Opt), resigned in June 1997 
(though he then worked a few reluctant 
months of overtime) in protest at rigged 
elections for nine Senate seats that April. 
Only two results were decided, both in fa- 
vour of Mr Aristide’s Lavalas Family Party 
(FL). Though the turnout was a derisory 5%, 
and the other seven contests were not re- 
solved at all (there should have been a run- 
off vote, but it was never held), the FL 
refuses a rerun. 

The opt the largest party in parliament, 
has since blocked three nominations by Mr 
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Préval for the prime ministership. He first 
named Eriq Pierre, an official with the In- 
ter-American Development Bank. In vain. 
Then, twice, he tried an economist and ac- 
tor, Hervé Denis. In vain again, though the 
second attempt, this April, succeeded in the 
lower house but was defeated, by just one 
vote, in the Senate. Now for Mr Alexis. His 
first step was to announce that he would 
scrap the elections due in November, orga- 
nise new ones as soon as possible—and 
then stand down. 

He may get further than his predeces- 
sors. Some OPL parliamentarians say they 
will accept him. But the Anti-Neoliberals, 
the second-largest group in parliament, are 
against him: he favours privatisation, they 
do not. If he too is not confirmed, the pa- 
tience of Haitians and outsiders will be 
stretched to the limit. 

Haitians are already showing their an- 
ger. Recent months have seen strikes and vi- 
olent protests, as economic chaos and tales 
of corruption grow. In May, Kofi Annan, 
the UN secretary-general, told the Security 
Council of his fears for Haiti’s “fledgling 
democracy”. Madeleine Albright, con- 
cerned that “Restore Democracy” should 





Tell us all, Mr May-be Prime Minister 


live up to its name, last month asked Nor- 
way’s Terje Larsen—who helped bring 
about the Oslo peace deal in the Middle 
East—to turn his attention to Haiti. 

The Americans’ big worry, though, has 
more to do with government than democ- 
racy: they doubt (correctly) that Haiti’s ill- 
paid police can stop the northward flow 
through the country of drugs from South 
America which, by one estimate, may have 
increased fourfold in the past two years. 
One can doubt that Haitians see it as a pri- 
ority to block one of their few flourishing 
businesses; but it is not Haitians who hold 
the levers of foreign aid. If they want help, 
MrAlexis must first be confirmed in power 
and then vigorously use it. 
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Angola on the way to war 


LUANDA 


The self-seeking leaders of Angola may have squandered the chance of peace 


EACE, it appears, is not an option for 

sad Angola. Last December, when 
UNITA lost most of its income by being 
squeezed out of the diamond mines in the 
Cuango valley, Angolans hoped that Jonas 
Savimbi and his rebel movement would at 
last have to comply with the peace accords 
signed in 1994. Indeed, Mr Savimbi played 
along with the peace game for an- 
other six months—in order, it is now 
plain, to win time to refresh his 
troops and revise his strategy. By July 
16th, President Jose Eduardo dos 
Santos was referring to the current 
Situation as a state of undeclared 
war, and giving ominous warning 
that the government would be 
forced to take appropriate measures. 

Angolans have yet again fallen 
victim to the self-interest of their 
unsavoury leaders. Whatever Mr 
Savimbi and Mr dos Santos may 
claim, they are not acting with their 
people in mind. In the past two 
months, 150,000 Angolans have fled 
their homes after coming under at- 
tack from one side or the other. Vast 
tracts of the countryside are becom- 
ing depopulated, just as they were 
during the long years of war. 

A pattern has developed in 
which a band of UNITA men sur- 
round a village before dawn, open 
fire indiscriminately, search for and 
summarily execute government offi- 
cials, and then loot and burn the 
houses. Hapless householders crawl 
out to hide in the bush, often with- 
out time to put on their shoes. Then 
begins the long march to the nearest 
place of safety: one of the squalid ref- 
ugee camps that are springing up on the 
outskirts of cities. A few days later govern- 
ment forces are sent on “cleansing” opera- 
tions. All they find are those few civilians 
who did not or could not run away. Ac- 
cused of being UNITA collaborators, they 
come under attack again. 

The rebels are not acting without prov- 
ocation. The government has squandered 
the four years of relative peace during 
which it could have been fostering national 
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reconciliation. When it extended its con- 
trol to former UNITA areas, it passed up 
easy Opportunities to win support by pro- 
viding people with health care and educa- 
tion. Instead it sent in contingents of 
heavily armed police who imprisoned, tor- 
tured and even executed people suspected 
of sympathising with UNITA. 





Aspectre haunting Angolans 


Mr dos Santos's latest warning seems 
designed to prepare the world for a return 
to direct combat between the armed forces 
of the two sides. Government press-gangs 
roam the provinces, packing men off to 
train for a new war. Soldiers go from school 
to school rounding up truckloads of boys as 
young as 15 for military training. Some of 
the new refugee camps are inhabited al- 
most exclusively by women and children. 

The armed forces are nervous because 


they have no real idea what they are up 
against. It is evident that UNITA has re- 
tained more of a military force than even 
the government suspected, but how much 
more is unclear. The UN’s costly 18-month 
demobilisation programme looks in retro- 
spect like an all-expenses-paid rest pro- 
gramme for rebel soldiers. 

The government's greatest fear is that 
Mr Savimbi is now the focal point for an 
army of losers from other countries in the 
region. He could attract the followers of his 
fallen allies: Hutus from Rwanda, the late 
Mobutu Sese Seko's presidential guard 
from Congo, exiled supporters of Congo- 
Brazzaville’s ex-President Pascal Lissouba. 
These people must have gone somewhere, 
and Angola is as likely a hideout as any. 

Mr dos Santos has been sorely 
disappointed by the new presidents 
of Congo and Congo-Brazzaville, 
whom his forces helped to bring to 
power. Laurent Kabila and Denis 
Sassou-Nguesso have signally failed 
to take control of their territory, seal 
their borders and cut off UNITA’s 
supply lines. In the past two months, 
UNITA has reopened its supply corri- 
dor from Congo to Mr Savimbi’s 
headquarters in Angola’s central 
highlands. On July 14th Mr Kabila 
was summoned to Angola’s capital, 
Luanda, for a chat with President dos 
Santos, presumably to be asked to do 
something about this. If the govern- 
ment’s theory that Mr Savimbi is 
now the leader of a coalition of los- 
ers is correct, Mr Kabila’s position is 
precarious: a renewed conflict in An- 
gola would spill over into neigh- 
bouring countries. 

Making matters worse, the 
United Nations mission, which has 
the thankless task of trying to keep 
peace alive, is totally disoriented af- 
ter the death on June 26th of its chief, 
Alioune Blondin Beye. Mr Beye, a 
Malian who had devoted five years 
to bringing peace to Angola, had 
concluded a few weeks before his 
death that there was nothing more 
he could do for a country whose leaders 
were not interested in peace. He had al- 
ready packed up his house in the UN com- 
pound outside Luanda in preparation for 
handing in his resignation. Then, on one 
last mission to persuade Mr Savimbi’s al- 
lies in Gabon, Togo and Côte d'Ivoire to 
end their support for UNITA, he and seven 
of his staff were killed in a plane crash. 

The un has said it will take six months 
to find out what caused the accident. Most 
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“Angolans, however, have already made up 
their minds. What better way, they say, for 
UNITA to avoid the embarrassment of be- 
ing blamed for Mr Beye’s resignation, and 
at the same time to stall the peace process, 
than to kill the mediator in what looks like 
a tragic accident. Unsurprisingly, the UN is 
~ having no luck finding a replacement. Aldo 
“Ajello, a Sicilian with Mozambique’s suc- 
“cessful peace already under his belt, would 
“have been prepared to come—and it would 
be hard to imagine a better qualified candi- 
date. However both the government and 
UNITA turned him down. They will accept 
only a black African. 





In the meantime, virtually all contact 
between the government and UNITA has 
been cut. Mr Savimbi withdrew all of his 
credible representatives from Luanda last 
month, and despite entreaties from a 
stream of diplomats has refused to allow 
them to return. In many provinces even the 
uN is no longer in touch with UNITA. After a 
spate of evacuations for security reasons, 
uN and aid workers are now confined to 
the main towns. This means that it often 
takes days for news of atrocities in the rural 
areas to trickle through. As the world recoils 
from the unfolding mayhem, Angolans are 
left to the mercy of their leaders. 
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Nigeria 
Job vacancies 


LAGOS 


Now that General Abubakar has pointed the way to civilian rule, Nigeria 
needs to come up with politicians and policies 


IX weeks after being appointed Nige- 
ria’s military ruler, General Abdulsalam 
Abubakar has done many of the things the 
world was hoping for. He has freed dozens 
of political prisoners and promised the re- 
lease of others; he has courted dialogue 
with civilians and announced a reasonable 
date, May 29th next year, for the army to 
hand over to an elected government. Yet 
the southern-based opposition is not 
happy. The changes have exposed not just 
the wrongs done by the late dictator, Sani 
Abacha, but also laid bare some of the op- 
position’s own weaknesses. 
In his broadcast on July 2oth, 
General Abubakar made what most 
people judged to be credible assur- 
ances that he would try to organise 
“free and fair” elections, to be moni- 
tored by international observers. 
They would be held in the first quar- 
ter of 1999, to be followed by the in- 
stallation ofa civilian president. Un- 
til that time, he said, the armed 
forces would stay in control. 

He refused the demand by oppo- 
sition activists that a civilian govern- 
ment should take over in the interim 
to supervise the coming election. In- 
stead, he promised to disband the 
five parties set up under Abacha, al- 
low Nigerians to form parties of 
their choice, establish a genuinely in- 
dependent electoral commission 
and publish the draft constitution, 
written in 1995 but kept under 
wraps by Abacha. He would also, he 
said, break state monopolies in sev- 
eral industries, partially privatise big 
parastatal companies, introduce 
competition and end the country’s 
crippling domestic fuel shortage. 
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The general’s promises won some ap- 
plause in relieved western capitals, leading 
to talk about easing sanctions. But spokes- 
men for the opposition sounded angry. 
Gani Fawehinmi, the leader of the south- 
ern-based Joint Action Committee of Nige- 
ria, dismissed the proposed plan as “a re- 
hash of the lacklustre transition-to- 


democracy programmes of the previous 
military regimes.” Wole Soyinka, Nigeria’s 
exiled Nobel laureate, said from Washing- 
ton that General Abubakar had “thrown 
dust in the eyes of the world”. He began 
gathering together a group to challenge the 









army’s continued hold on. power. 

With military regimes ruling Nigeria 
for 28 of its 38 years of independence, 
many share the scepticism about another 
“transition” programme. For a start, will 
General Abubakar’s colleagues accept dis- 
missal from the seat of power and wealth? 
Even if they will, there is another problem 
facing the opposition. If Nigeria’s democ- 
racy is to be real, who are the politicians to 
lead it and what will be their policies? For 
the past few years, the opposition has had 
just one policy: an end to military rule. 
Now it will have to produce new ideas, and 
new men to voice them. 

After the death of Moshood Abiola, 
himself an improbable opposition figure- 
head, there is no obvious person to lead a 
post-army-ruled Nigeria. Among the names 
regularly touted, General Olusegun Oba- 
sanjo, a former military ruler turned oppo- 
sition activist, has said repeatedly since he 
was released from prison last month that 
he wants to return to his farm—though he 
clearly remains politically engaged. Mr 
Soyinka, a gifted writer, is not thought to be 
enough of a politician to rule so problem- 
atic a country. Anthony. Enahoro, a hero 
from the independence era, is considered 
to be out of touch. Olu Falae, a former fi- 
nance minister who was recently released, 
is popular in the south but would have a 
hard time gaining acceptance elsewhere. 

Whoever does eventually emerge will 
almost certainly come from the south. The 
north has ruled Nigeria since indepen- 
dence (a southerner was in charge for just 
six years), but the rioting after Abiola’s 
death is said to have persuaded many 
northerners that it is time to cede power. 

Festus Okoye, chairman of the bar asso- 
ciation in Kaduna, a northern town, puts it 
this way: “Before, the economy was based 
in the south and the only thing we could 
have here was political power, But it has be- 
come clear that if there is no shift in power 
it will lead to problems, and if the country 
breaks up we will lose everything.” Abdul- 
kadir Balarabe Musa, a left-wing former 
governor of Kaduna, agrees: “The next pres- 
ident should be from the south... No 
doubt there is a clique in the north who 
wants to dominate. the country but the 
masses in the north do not want this and 
they do not benefit from northern rule.” 

Such talk alarms. Nigerians from other 
areas, notably the Ibos in the east, 
marginalised since the 1967-70 Biafran war 
for independence. Ibo leaders met last 
weekend in Lagos to condemn domination 
by either northern Hausas or southern Yor- 
ubas. The answer may bea return toa genu- 
ine federal constitution, with power de- 
volved: from the centre to the six main 
regions. But pushing that through, while 
still holding the country together, will be 
difficult fora headless opposition. 
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South Africa 


Sun and showers 


JOHANNESBURG 


INGS, politicians and rock stars dined 

on avocado and biltong terrine; Stevie 
Wonder and Nina Simone serenaded; 
9,000 convicts were released from jail. Nel- 
son Mandela’s 80th-birthday celebrations 
on July 18th and 19th were joyous, the more 
so since he chose that weekend for a sur- 
prise wedding to Graca Machel, widow of 
the late Mozambican president. It was all a 
welcome distraction from the gloom about 
South Africa’s economy. 

The country’s currency, the rand, 
though younger than Mr Mandela, looks 
far frailer. On July 17th, Moody’s, a credit- 
rating agency, gave warning that it was con- 
sidering downgrading South Africa’s sover- 
eign debt to sub-investment grade, a move 
that would deter much-needed foreign in- 
vestment. The bombshell can partly be ex- 
plained by memories from last year, when 
credit-rating agencies were caught snooz- 
ing by the East Asian turmoil. 

Also perturbing, though long expected, 
was the recent announcement that the gov- 
ernor of the Reserve Bank, Chris Stals, 
would be replaced next year by a politician, 
Tito Mboweni, currently the labour minis- 
ter. The optimistic view is that Mr Mbo- 
weni will carry on with Mr Stals’s sternly 
anti-inflationary policies, but will be better 
able to sell them because, unlike Mr Stals, 
he is black. Pessimists counter that, though 
Mr Mboweni is clever, he lacks any relevant 
experience. More important, it is hard to 
see how the central bank can be truly inde- 
pendent under a man whose political am- 
bitions will make it hard for him to rebuff 
any demands the African National Con- 
gress (ANC) hierarchy may make of him. 

The ANC government is slowly under- 
mining most of the institutions that could 
serve as a check on its powers. Provincial 
governors can do little without approval 
from the capital. The independence of the 
judiciary could be compromised by the de- 
cision to appoint an ANC hack to the new 
post of national director of prosecutions. 
Now, with Mr Mboweni’s appointment to 
the bank, South African businesses will 
find themselves even more in thrall to the 
government: the central bank has the 
power to veto large investments abroad. 

The ANC’s lust for control is also evident 
in the sluggardly pace of its sales of public 
firms. Under apartheid, the state owned ev- 
erything from railways to hot-spring re- 
sorts, and ran them as make-work schemes 
for unskilled Afrikaners. The ANC has 
promised to privatise several of these mon- 
strosities, but the process is delayed by ar- 
guments about how best to steer shares into 
black hands, and a reluctance to let workers 
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Day in the sun 


be sacked. A shame: faster privatisation 
would ease the budget deficit, shore up the 
rand, and perhaps persuade credit-raters to 
take a sunnier view of South Africa. 
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Mozambique’s curly little teaser 


co nuts are a big business in 
Mozambique, bringing in more ex- 
port revenue than anything but shrimps. 
They provide a living for 1m farmers 
along the coast and also for 7,000 people 
employed to get the kernels out of their 
outer shells, an activity that provides 
more industrial jobs than any other. 
Two years ago, after the cashew-pro- 
cessing industry was privatised, Keko- 
bad Patel, head of the Cashew Industry 
Association, paid $9m for some of the 
factories. A bit later the World Bank re- 
leased a study arguing that cashew-pro- 
cessing in Mozambique lost money. 
Moreover, said the Bank, the farmers 
would benefit greatly if the nuts were ex- 
ported at world market prices. It de- 
manded that protection for the industry, 











INTERNATIONAL 
Algeria 


Guilty? Us? 


GENEVA 


FACT-FINDING mission of “eminent 

persons”, sent by the UN secretary-gen- 
eral, has just set off for Algeria. Led by Mario 
Soares, a former Portuguese president, they 
will spend two weeks in the country. But 
whether they will unearth the facts they 
seek appears to be dubious, to judge by Al- 
geria’s performance earlier this week before 
the UN’s Human Rights Committee. 

The committee holds public hearings to 
review the way in which countries are ap- 
plying the International Covenant of Civil 
and Political Rights, and to recommend 
ways in which they might do better. But Al- 
geria admitted little room for improve- 
ment. It did not have a human-rights prob- 
lem, it said, only a terrorism one. 

The Algerian delegates were questioned 
on reports, by human-rights groups and 
victims’ families, on the disappearance, 
death and torture of people detained by Al- 


in particular the 20% export tariffon raw | 
nuts, should be gradually removed. 

Mr Patel and the local trade unions 
were aghast. They said that without the 
tariff the nuts would simply be sent to In- 
dia where they would be processed by In- 
dia’s subsidised companies. The Bank’s 
demand amounted, they said, to an at- 
tempt to deindustrialise Mozambique; 
hundreds of workers would be thrown 
out of work. Nonetheless, according to 
Mozambican ministers, the World Bank 
insisted that the tariff should go or Mo- 
zambique would get no help. The Bank 
denies making such a threat. 

When the Bank’s president, James 
Wolfensohn, visited Mozambique last 
year, a torrent of complaints from pro- 
cessors and politicians persuaded him to 
agree to the export tax being frozen at 
14% while a new study was prepared. A 
draft of this new report rejects the earlier 
conclusions: Indian subsidies, it says, 
“tilt the playing-field”. It suggests keep- 
ing the 14% tax for three or four years to | 
give the industry time to adjust. 

Mr Patel and his friends are now de- 
manding compensation. They have had 
to close factories, they say, leaving them 
with huge debts. Mozambique’s govern- 
ment, meanwhile, is happy for the Bank 
to take the flak in this classic dispute be- 
tween urban and rural Africa. Earlier this 
year, the president even abolished the 
post of state secretary for cashew nuts. 
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INTERNATIONAL 


geria’s security forces. No, they explained, 
there were no people listed as missing and 
no recorded deaths in prison. Nor, contrary 
to first-hand reports, had the security forces 
ever knowingly stood idle while villagers 
were hacked to pieces by armed gangs. 

Committee members found Algeria's 
evidence riddled with inconsistencies. It 
was stated, for instance, that every killing 
results in an investigation, but there have 
been no reports on the outcome of any of 
these investigations. The Algerians main- 
tained that the country’s special detention 
centres were shut down in 1993, but a re- 
port from their own human-rights orga- 
nisation was still complaining about these 
centres several years later. The delegates ex- 
plained that local defence groups were not 
trained by the security forces—without, it 
seems, seeing anything wrong in letting un- 
controlled and vengeful armed militias 
loose on the general population. 

It was a dialogue of the deaf, said Chris- 
tine Chanet, the committee’s French chair- 
woman, speaking for an exasperated com- 
mittee. May the eminent ones do better. 





The Gulf 


Arabia infelix 


DUBAI 


SIMMERING border dispute in south- 
ern Arabia turned violent this week 
when Saudi warships fired at a Yemeni is- 
land in the Red Sea, killing three Yemenis 
and wounding nine. An act of aggression, 
said Yemen's president. Self-defence, re- 
torted the Saudi interior minister. Though 
the island, Duwaima, is an insignificant 
dot—few Yemenis have heard of it—the in- 
cident is a reminder that several of modern 
Arabia’s borders are far from fixed. 

A handful of ancient border grievances 
disturb the region’s mainly prosperous 
calm. Chief among them is the contentious 
and ill-defined Saudi-Yemeni frontier, wig- 
gling its way through the Asir tribal high- 
lands and out into a featureless but oily 
desert. Ever since the two countries signed 
the Treaty of Taif in 1934, soon after the 
Saudi kingdom was forged from a collec- 
tion of feuding tribes, Yemen has mourned 
the loss of three border provinces: Asir, 
Jizan and Najran. An “understanding” was 
reached in 1995, supposedly settling the 
border once and for all, but skirmishes con- 
tinue. The Yemenis now accuse the Saudis 
of trying to alter the demarcation lines in 
their favour, a charge the Saudis deny. 

Even placid Oman is being dragged 
into the row. The Saudis recently lodged a 
protest at both the United Nations and the 
Arab League over the 1992 agreement be- 
tween Yemen and Oman which ended 
their own 25-year border war. They are be- 
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latedly complaining that the agreement in- 
volved land that was rightfully theirs. 
Another Gulf fuss is the resurgence of a 
200-year-old dispute between Bahrain and 
Qatar. The two neighbours are partners in 
the Gulf Co-operation Council but a his- 
toric feud over specks of islands has poi- 
soned relations between the two ruling 
families, the al-Khalifas and the al-Thanis. 
Barely discernible on the map, the Hawar 
isles are hard up against Qatar's west coast 
but claimed by both countries and con- 
trolled by Bahrain. As the case drags on at 
the International Court of Justice in The 
Hague, Bahrain has said it intends to de- 
velop the islands, building a runway, a ho- 
tel and a 22-kilometre (14-mile) causeway to 
Bahrain. In the meantime, and to the in- 
tense annoyance of Qatar, it is advertising 
subsided trips to the island by hydrofoil. 
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Too bold 


TEHRAN 


UHAMMAD KHATAMI, Iran’s re- 
forming president, faced two tests 
this week in his long-running battle against 
hardline conservatives. He won the first 
and lost the second—though here, too, he 
may be the winner in the 
long run. On July 22nd, 
Iran’s conservative-led par- 
liament confirmed his 
nominee as interior minis- 
ter. The next day, a court, 
presided over by a conser- 
vative cleric, found Gho- 
lam-Hossein Karbaschi, 
Tehran’s mayor and a close 
ally Of Mr Khatami’s, guilty 
of embezzlement and sen- 
tenced him to five years in 
prison, a large fine and 60 
strokes of the lash (this last 
suspended for four years). 
He has 20 days to appeal. 
The choice of Abdol- 





vahed Musavi-Lari to replace Abdollah 
Nuri, an audacious reformer who was 
ousted by parliament last month, shows 
that the president is serious about his pro- 
gramme. Mr Musavi-Lari is one of his clos- 
est allies, sharing his liberal views. He has 
promised to protect individual rights, al- 
low greater freedom of expression and 
guarantee the constitutional right to politi- 
cal assembly. A bold vision, considering 
that it cost his predecessor his job. 

The hardliners did what they could to 
block his appointment. But “indepen- 
dents” and moderate conservatives de- 
cided, this time, to support their president 
“in the interest of the country”. Although as 
much of a reformer as his predecessor, Mr 
Musavi-Lari has a reassuringly quiet style. 

Mr Nuri was confrontational, intimi- 
dating his opponents. After taking over the 
ministry a year ago, he purged conservative 
governors, replacing them with his allies. 
He also allowed students to hold street 
demonstrations, many of which turned vi- 
olent. In public speeches, he attacked long- 
cherished values and refused to crack down 
on dissidents. His unrestrained assaults on 
the conservative-led judiciary in its battle 
against Tehran’s mayor were probably 
what finally did him in. 

All of this highlights the importance of 
finesse in Iranian political life. Mr Khat- 
ami’s own tactful and amiable style has 
protected him from the fierce assaults that 
assail his allies. One of the president's laud- 
able achievements has been to create a new 
language that makes it easier for the ortho- 
dox to swallow his democratic vision. 

Mr Karbaschi, like Mr Nuri only more 
so, is a victim of his own audacity: he flew 
boldly in the face of his conservative critics. 
His sentence is unexpectedly harsh. Since 
his brief imprisonment a few months ago 
led to protests in the streets of Tehran, it 
was thought that his opponents might set- 
tle for removing him from public service. 
He has, indeed, been banned from office 
for 20 years—but his enemies wanted more. 

Even so, Mr Karbaschi could still be a 
threat to the conservatives. He has already 
been made into something 
ofa hero from the unprece- 
dented publicity he re- 
ceived during his open 
trial. He and his lawyers 
launched merciless attacks 
on the Islamic republic's 
more archaic and repres- 
sive institutions. He ridi- 
culed the court that tried 
him, where a cleric was 
serving as judge, prosecu- 
tor and jury. Mr Karbaschi 
may personally be martyr 
to his own forthrightness, 
but his courage shows the 
way for others. 
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Germany's economic conjurors 


Neither of the main candidates for the chancellorship is being honest about 


his party’s plans for the economy 


THE German economy is 
picking up, and Gerhard 
Schroder thinks he knows 
why. “The upswing is 
mine,” beams the Social 
Democrat who aims to re- 
place Helmut Kohl as chancellor after the 
election on September 27th. The mere pros- 
pect of a switch from the current centre- 
right coalition to one led by Mr Schröder, 
he reckons, has already been enough to 
spur growth and cut unemployment: It is a 
_ tall claim even for a politician—though lit- 
tle more far-fetched, perhaps, than the gov- 
ernment’s boast that its halfhearted re- 
forms are the true cause of the upswing. In 
fact, the economy is experiencing an old- 
fashioned export-led boom, albeit with 
horribly high unemployment (4.1m in 
June, a rate of 10.5%). 
$ The surge in exports shows that many 
; German firms have kept or regained an 
edge on their foreign competitors—helped, 
"itis true, by a weakish p-mark. But most 
“economists argue that without far more 
sweeping changes, such as a reform of the 
tax system, and a reduction in welfare and 
subsidies, unemployment will soar to new 
heights when the boom ends. 

Is Mr Schröder really the man for the 
job? After all, the task is much like the one 
Mr Kohli faced when he came to power in 
1982, promising a “turnaround” that 
would bring less state and more private ini- 
tiative after “13 years of socialist-led mis- 
rule”. Today the public sector accounts for 
roughly half of Gpp(a share boosted, admit- 
tedly, by the huge costs of German unity af- 
“> ter.199Q) and welfare deductions average a 
"record 42% of wages and salaries. It seems a 
lot to expect a Social Democrat to bring 
about the “turnaround” that Christian 
Democratic Mr Kohl has failed to deliver. 

Mr Schröder, however, has long since 
left his: Marxist days behind. Now a cigar- 
puffing member of Volkswagen’s supervi- 
< sory board, he claims to seek “a new centre” 
in politics (code for pinching middle-of-the 
road voters from Mr Kohl without repelling 
the Social Democratic faithful). Some of his 
appointments reflect that: He has chosen 
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Jost Stollmann, who has made a fortune in 
computers, to be head of a “super-minis- 
try” of economics, research and technology 
if the Social Democrats win. The go-ahead 
deputy leader of the metal-workers’ union, 
Walter Riester, has become his shadow la- 
bour minister. A former journalist, Michael 
Naumann, now a prosperous publisher, is 
his would-be cultural supremo. 

A German Tony Blair then? Mr Schro- 
der enjoys the comparison, but there are 
differences. For a start, Mr Blair inherited 
an economy which, thanks to the Thatcher 
reforms of the 1980s, was much more entre- 
preneur-friendly than Germany's. For an- 
other, unlike Mr Blair, Mr Schroder does 
not have his party under his thumb. Oskar 
Lafontaine, the man he beat to become his 
party’s candidate for the chancellorship, re- 
mains powerful as party chairman, and 

































also has an option on the finance ministry. 
The darling of the Social Democratic 
left, Mr Lafontaine claims that wage rises 
are needed to boost demand. and create 
jobs. Most economists argue, on the con 
trary, that German wage costs are still too 
high and contribute to unemployment. $o 
how would Mr Lafontaine as finance min- 
ister get on with Mr Stollmann as econom- 
ics minister—or indeed with Mr Schröder 
as chancellor? 
Very well, insist Social Democratic. in- 
siders: They claim that the apparent divi- 
sion between left and right is really an inge 
nigus “twinc-track strategy” to win broad 
support. Once that tactic has delivered vic- 
tory at the polls, they say, Mr Schroder wi 
bring together politicians, employers, la 
bour—even the churches—in an “allian 
for work”. Ideological differences will be 
sunk ina national drive to create jobs, 
Really? The Social. Democrats claim 
(not implausibly) that the Kohl government 
has run out of steam and failed to control 
spending. But in their election manifesto 
they promise to roll back even the mod 
reforms the coalition has introducedsuch 
as cuts in sick pay and widows’ pensions, 
and weaker job protection for workers in 
small businesses. At the same ‘ti 
plan to double spending on educatior 
research over the next five years, raise 
family allowances and chop the tax 
bill of those with low incomes. The 
top rate of income tax will be eased 
too, albeit from. 53% only to 49% 
(against the Christian Democrats’ at 
tempt, scotched by the Social Demo- 
crats, to. drop it to 39%). : 
How will all this be paid for? One 




























that has been lying dormant (b 
z pealed) since the Constitution ' 


wage costs of labour, such as welfare 
contributions. Mr Schröder also says 
he wants to bring in a minimun tax, 
thus preventing artful dodgers from 
using legal loopholes to avoid pay- 
ing any at all. The party manifesto 
also calls for a levy—opposed by Mr 
Schréder—on employers who fail to 
train enough apprentices. 

Two big caveats, though. First, Mr 
Schröder insists. that. honouring 
campaign promises depends on a 
post-election audit of state finances. 
So the tax breaks and the repeal of 
the coalition’s reforms might be 
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abandoned. Second, the Social Democrats, 
even if they win, may find themselves hav- 
ing to listen to another party before they 
can form a government. Mr Schröder reck- 
ons an alliance with the Greens to be about 
as likely as a “grand coalition” with Mr 
Kohl's Christian Democrats. Yet the Greens 
might be ready to accept much more of the 
Social Democrats’ programme than would 
the Christian Democrats. It is hard, for in- 
stance, to imagine the Christian Democrats 
agreeing to repeal their own modest wel- 
fare and labour reforms, and they also want 
far deeper cuts in taxes than do the Social 
Democrats. In other words, the future of 
Germany's social and economic reforms 
looks as muzzy as ever. 








PARIS 


OUNDING off his outline of France's 
budget for 1999, Dominique Strauss- 
Kahn, the minister of finance, wished his 
audience bon appétit for the lunch it was 
about to troop off to. It all smelled like a 
sensible sort of dish, cooked to a business- 
man’s recipe but garnished with a few 
tasty morsels to keep the ruling Socialist- 
led coalition’s left-wingers, Communists 
and Greens in fair fettle. 

Once again, the government has been 
lucky in its timing. Economic recovery 
has given Mr Strauss-Kahn more wiggle- 
room; and, this being France's first bud- 
get since it passed the Maastricht treaty’s 
tests for joining Europe's single currency 
next year, he has not had his predecessors’ 
worries on that score. Economic growth 
should squeeze the public-sector deficit 
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Trying to make the French happy 


Kosovo 


The billowing smoke-signals 


Before there is much chance ofa settlement, the waris likely to spread—and get 


even nastier 


HE warring armies in Kosovo react 

quickly, but sometimes perversely, to 
the signs from Washington, to judge by the 
latest, depressing news from the southern 
province of Serbia where ethnic Albanians 
are battling for secession. On July 16th, un- 
named Pentagon officials were quoted as 
playing down the chances of Nato taking 
any action against the Serb forces com- 
manded by Slobodan Milosevic, the presi- 


from 3.7% of Gpp last year to 2.3% next; Mr 
Strauss-Kahn aims to have it at less than 
2% in 2000. That should let him, in real 
terms, spend 1% more next year. 

Still, the spectre of unemployment re- 
mains. Mr Strauss-Kahn reckons that 
growth will bring 400,000 new jobs this 
year. Now, by revising the way businesses | 
are taxed, he hopes to create even more. 
Most notably, the government is scrap- 
ping local corporate taxes that depend on 
the size of a firm’s payroll—immediately | 
for 70% of firms, over five years for the 
rest. Small businesses, especially, will wel- | 
come such efforts to cut the often prohibi- 
tive cost of hiring extra workers—particu- 
larly in the face of the working week’s 
coming 35-hour limit. 

Owners of small and medium-sized 
businesses will also heave a sigh of relief 
that Mr Strauss-Kahn has resisted the calls 
of Robert Hue, leader of the Communists, 
who are part of the ruling coalition, to 
treat business assets as wealth that should 
be taxed. The Communists will have to be 
content with licking their lips at a small 
rise in the wealth tax on personal fortunes 
worth more than FFrio0om ($17m). 

The Greens, another bit of the coali- | 
tion, have been given their sop too: diesel- 
fuel for cars and lorries will be taxed more 
heavily—at the same rate as unleaded pet- | 
rol—while various levies meant to im- 
prove the state of the environment will 
now be lumped together as a general pol- 
lution-reducing tax. 

Quite nourishing fare, then, for 
French business, at least for now. But in | 
the longer term, France still has to get its | 
teeth into something not included in Mr 
Strauss-Kahn’s concoction: its vast and 
constipating mish-mash of social costs, 
from welfare to pensions. | 
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dentofYugoslavia, ofwhich Serbia is much 
the largest bit. The people in Kosovo, said 
one Pentagon voice, “need to know .. . that 
the cavalry is not coming.” In recent weeks 
the Serbs, he explained, had been more re- 
strained, and the pro-independence Koso- 
vo Liberation Army (KLA) more assertive. 

The next day, the biggest battle since the 
dispute turned bloody last February 
erupted in the town of Orahovac, 60 kilo- 
metres (40 miles) south-west of Pristina, 
Kosovo's capital. At least 25,000 people liv- 
ing in and around the town had to flee to 
Malisevo, a nearby village already over- 
flowing with refugees. Throughout the 
weekend, several hundred KLA fighters bat- 
tled to control Orahovac and expel the Serb 
garrison. By July 21st, Yugoslav—in practice, 
Serbian—military commanders said they 
had beaten back the separatists and recap- 
tured the town, thanks to some heavy shell- 
ing. But they were loth at first to let report- 
ers see for themselves. 

The K1A claimed to have killed several 
dozen Serb policemen and soldiers, for the 
loss of over 100 Albanian dead, many of 
them old and infirm people who could not 
escape in time. A more cautious Albanian 
estimate of the civilian death toll was 34. 
Whatever the precise numbers, the Ameri- 
can warning not to expect the “cavalry” to 
storm to the rescue has merely, it seems, 
fizzed up both sides. The Serbs see less rea- 
son to hold back, while the KLA appears 
coldly determined to wage war without 
anybody's help—knowing that a popular 
guerrilla force can absorb more casualties 
than glum Serb conscripts or police. 

As it takes centre-stage in the lives of Ko- 
sovo’s ethnic Albanians, who make up 90% 
of the province’s people, the KLA is also un- 
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Czechs look queasily back 


| 
| PRAGUE 
| 
| 


HE appointment this week of a 
controversial figure as the Czechs’ for- 
| eign minister has opened old wounds, in 
| London as well as Prague. Jan Kavan has 
| in the past been accused of working for 
the Czech secret service during the com- 
munist era—wrongly, in the judgment of 
a Czech court and spy-watchers in the 
West. And some Czech anti-communists 
are carping at the new Social Democratic 
government, led by Milos Zeman, for hav- 
ing too many ex-communists: seven, in- 
cluding the interior minister, in a 19- 
strong cabinet. One of Mr Zeman’s closest 
advisers is also an ex-communist. And an- 
other, Josef Tosovsky, now an ardent free- 
marketeer, will get back his old job as 
head of the central bank, having been 
| running the country’s stop-gap govern- 
| mentas caretaker. 
| President Vaclav Havel, who led the 
dissident movement in communist 
| times, is said to be unhappy with the 
| choice of Mr Kavan as foreign minister. 





yielding in its determination to consider 
nothing less than full independence from 
Serbia. “The very idea of maintaining [Ser- 
bia’s] territorial integrity is just an untena- 
ble myth,” insists Bardhyl Mahmuti, a 
Swiss-based Albanian activist who is close 
to the KLA. Nor will the KLA even contem- 
plate negotiating with the Serbs unless 
their “occupying” forces withdraw. 

The gap between this fierce stance and 
that of the Contact Group (representatives 
of the United States, Russia and the EU's 
four biggest countries), which is supposed 
to be working for a settlement, has never 
been wider. The West is still urging the KLA 
and its backers in the Albanian diaspora to 
renounce violence and start peace talks. As 
asop to the KLA, it has also been agreed that 
the Kosovo Albanian side in any negotia- 
tions should be “fully representative’— 
code for including the KLA as well as more 
flexible figures. But the separatists will not 
be taking up this proposal soon. On the 
contrary, reports of Serb atrocities, espe- 
cially in the mountains near Albania, may 
inspiré the KLA to step up the struggle and 
bring more land under its control. 

The all-too-likely result is that the fight- 
ing will get bloodier for several weeks until 
the human cost, and the threat to regional 
stability, again become too grave for west- 
ern governments to ignore. At that point, 
NATO's military planners will once more be 
sent away to dream up new schemes, rang- 
ing from the risky to the highly risky. Until 
then, expect the news to get worse. 
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But the British government has taken the 
unusual step of declaring it has nothing 
against Mr Kavan. He was a well-known 
anti-Soviet dissident in exile in Britain 
from 1968 to 1989, and is half-British. 

The Kavan case is in some ways a typi- 
cal saga of dissident intrigue whose past 
shadows still sow mistrust. Mr Kavan ad- 
mits he once misled an inquiry set up by 
Britain’s Broadcasting Complaints Com- 
mission after a television documentary 
had accused him of putting fellow dissi- 
dents at risk. But he says he was obliged to 
deceive in order to protect his key under- 
ground sources. 

In any event, the notion that old com- 
munists are now calling the shots in the 
Czech Republic is odd. Mr Zeman’s party, 
unlike some other Social Democratic par- 
ties in Central Europe, is not an ex-com- 
munist retread. Moreover, the new prime 
minister has done a deal whereby the 
country’s leading right-winger, Vaclav 
Klaus, will support—without being part 


Self-impaled 


BUCHAREST 


HILE Emil Constantinescu, Roma- 

nia’s president, was having a good 
time last week hobnobbing with Washing- 
ton’s great and good, including Bill Clin- 
ton, things were not so rosy back home. Just 
before he had flown off, his struggling re- 
formist government had said it would buy 
no fewer than 96 Cobra helicopters (to be 
renamed Draculas once they have landed 
in Romania) from an American company— 
for $1.5 billion. The idea was to impress 
NATO with Romania’s determination to 
modernise its forces in the hope of joining 
the alliance soon after the Czechs, Hungar- 
ians and Poles, who are due to be inducted 
next summer. Alas, the decision has back- 
fired three times over. 

First, it is unlikely to help Romania join 
NATO any quicker. Leading countries in the 
alliance, including America and Britain, 
reckon that, once the new Central Euro- 
pean trio are—to the irritation of Russia— 
embraced, further expansion of the club 
can diplomatically wait. Second, the deci- 
sion has annoyed the Imr, which ha$ been 
urging the country to be thriftier if it wants 
any more money. Third, it has widened a 
split within Romania’s already fractious 
coalition government and made it look 
still less convincing. 

Daniel Daianu, the finance minister, is 








of—the new minority government. Mr 
Klaus will have the agenda-setting speak- | 
er's job in parliament, and Civic Demo- | 
cratic colleagues will run both the budget | 
and the secret-service oversight commit- 
tees. On top of that, Mr Zeman may, say | 
his friends, ask all his ministers to list | 
their past links with foreigners, contacts | 
with intelligence services, past and 
present business dealings, and even de- 
tails of extra-marital affairs. Hm. 


Kavan eyes the future 





threatening to resign if the deal goes 
through. Romania, he argued, simply can- 
not afford the helicopters at a time when 
the defence ministry had just run out of 
money to pay army pensions and the 
health ministry was getting 50% less cash 
than it was promised in the last budget. The 
rate of tax collection is bad and growing, if 
anything, worse. The budget deficit is likely 
to be much bigger than 3.6% of Gpr, the offi- 
cial target. The IMF says taxes will have to 
rise and public spending will have to fall 
even further. 

Not so easy in a country where official- 
dom is bloated, inefficient and often cor- 
rupt. Trickier still when the recorded econ- 


South-eastern slugs 
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omy, which shrank by 6.6% last year, may 
diminish again this year by some 5%. The 
Fund is worried, too, about Romania’s cur- 
rent-account deficit, which it reckons could 
reach 8% of Gpr by Christmas. Stopping it 
from swelling would mean an even tighter 


monetary policy—short-term interest rates 
are already nudging 60%—and bigger pub- 
lic borrowing. Last week an American 
credit-rating agency downgraded Roma- 
nian debt. Yet the helicopter deal seems to 
be going ahead. 
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Russia's farms 





A backbreaking job 


MOSCOW 


The reformers are a long way from improving Russian agriculture 


HE Belaya Dacha farm, about an hour 

from Moscow, is “probably the most ef- 
ficient and most profitable farm in the re- 
gion”, says one big customer. It has sup- 
plied McDonald’s fast-food restaurants in 
Russia for the past seven years. Its packaged 
salads fill the shelves of smart supermar- 
kets. Its meat goes into the best local salami. 
And when a new government took office in 
the spring, the farm’s boss, Viktor Semyo- 
nov, became Russia’s agriculture minister. 

He grandly promised to “change 
things”—but may now have been in charge 
long enough to realise that one minister 
will probably not be able to change much. 
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Russia will need decades to undo the dam- 
age done by decades of Soviet collectivisa- 
tion. But, at last, some of the right noises are 
being made. Mr Semyonov has said that his 
ministry should “move from runninga sec- 
tor of the economy . . . to overseeing a mar- 
ket”. With luck, the market will eventually 
rescue Russian farming. 


ket economy. Most have become the prop- 
erty of their workers, but with few ways for 
workers to exercise the property rights they 
have acquired. Collectives can be broken 
up only by common consent. Federal law 
does not allow for the free sale of farmland. 
Some hope has been fostered by the rise 
of new private farms. Many have been cre- 
ated by workers breaking off parcels of land 
from collective farms, in regions where lo- 
cal law or practice has permitted it. The 
trend-setting region has been Nizhny Nov- 
gorod, where the International Finance 
Corporation, an arm of the World Bank, 
has been helping collective farms break up 
amicably and efficiently. But such schemes 
need lots of outside cash and expertise. 
Debts must be paid off, local authorities 
must agree to take over farm schools and 
clinics. Where such help is not available, 
the results from the new private farms are 
much less encouraging. Rarely are they 
more productive than the collective farms. 
By 1997, about 280,000 private farms had 
sprung up in Russia; but, for every 100 new 
farms registered, 96 were going bankrupt. 
Very small farms, created not by break- 
ing up collective farms but by pooling fam- 
ily allotments, have done better. Even un- 
der Stalin, families were allowed to keep 
plots. Since 1991, their number has risen 
from 18m to more than 30m. The typical 
one is about 60 square metres (645 square 
feet) in size and produces fruit and vegeta- 
bles. But neighbours can join forces to cre- 
ate mini-farms of two or three acres, capa- 
ble of supporting livestock. According to 
Zhores Medvedev, a Russian scientist, these 
mini-farms and private plots account for 
half Russian meat production and a third 
of dairy products, though they occupy less 
than 5% of all farmland. The enthusiasm 
with which they are cultivated reflects low 
wages and lack of work elsewhere in the 
economy. A pensioner can 
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Productivity on Russian 
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triple his annual income by 


farms remains abysmal--by Russian grain harvest selling home-grown food. 
one measure, a quarter of tonnes, m 1 In strictly cash terms, 
that achieved by Chinese Racord KENNIR Russia might be well advised 


peasants working in identi- 
cal conditions. Marketing 
and financial management 
are scarcely attempted; nor, 
often, is the maintenance of 
equipment. Barter and bad 
debts are the currency of the 
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farm front, scaling it back to 
the few regions in the south- 
west and around the big cit- 
ies where it can be practised 
profitably, and buying more 
food more cheaply oyerseas. 


E to declare defeat on the big- 
80 








industry. Few farms have 
paid cash for the seeds sown 
this spring. 








But politicians think food 
imports, a third of consump- 





Agriculture is managed 
so badly because the old collective-farm 
system has survived the collapse of com- 
munism almost intact. In 1990 Russia had 
27,000 state-owned and collective farms 
(the distinction meant little in practice). It 
still does, less a few hundred. Under 5% 
have made any attempt to reorganise their 
operations to take account of the new mar- 


tion, are already too high. 
They worry, too, about fur- 
ther depopulating the countryside. So Mr 
Semyonov probably hits the right note 
when he speaks of agriculture as a “strate- 
gic industry”, worthy of state help for that 
reason. Farms hold rural Russia together. If 
they could only produce food too, every- 
body would be happy. 
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Alexander Lukashenka, 


INCE the concept of Christendom gave way to the concept of 

Europe, wise men have been arguing about where the eastern 
frontier of this “Europe” should be drawn. Should Russia and its 
empire be counted as part of Europe, or as something other? The 
Russians themselves could never decide, and cannot still. Hence 
the enduring popularity of a fudge invented by Vasily Tatish- 
chev, a Russian geographer, in the days of Peter the Great: fix the 
frontier of Europe within Russia at the Ural mountains, thus 
making Russia an Asian as well as a European power. 

The collapse of Soviet communism has forced a dozen coun- 
tries of Central and Eastern Europe, hitherto Russian satellites, 
to decide or discover afresh whether they, too, are part of “Eu- 
rope” in its current form—one that approximates ever more 
closely in practice to membership of, or eligibility for, the Euro- 
pean Union. Most have been confi- 
dent enough to set their sights pub- 
licly on joining the club. Only one 
has decided, flat out, to pursue eco- 
nomic and strategic integration with 
Russia to the east, not with Europe to 
the west. That exception is Belarus, a 
small country with a large problem. 

The problem in question is Presi- 
dent Alexander Lukashenka, a for- 
mer collective-farm manager who 
took control of Belarus in 1994 and 
has seemed ever less inclined to re- 
linquish it. Many would call him 
bad. Some would call him a little 
mad. But he is a cunning cynic with 
an alarming range of populist skills. 
Sleek and balding at 43, he has the 
gravitas of a man 20 years older. He 
performs well on television. He is 
persuasive in public. Those gifts 
helped him win office in a free presi- -~ 
dential election. Since then he has 
destroyed his legitimacy in every 
way available. He has rewritten the 
constitution, extended his term, 
sacked parliament, appointed a new 
constitutional court, muzzled the 
media, suppressed opposition 
movements, given free rein to an unreformed (and unrenamed) 
KGB, and reimposed central planning across the economy. He 
has made himself, in effect, an elected dictator, and condemned 
his country to poverty and misery in the process. 

Since constitutional democracy is the main prerequisite for 
entry into the Ev’s kind of Europe, Mr Lukashenka has decided, 
correctly, that his regime has few prospects of success there. So he 
has identified Europe, and the West in general, as the cause of 
Belarus's woes. Political opponents are “western agents”. So too 
is anybody who talks about human rights. When Belarus won a 
mere two bronze medals at this year’s winter Olympics in Japan, 
Mr Lukashenka blamed the poor showing on “western democ- 
racy” acting through “the mafia”. y 

Now Mr Lukashenka is embroiled in a diplomatic row with 
the West that captures with almost allegorical perfection the es- 
sential elements of his style and policy. In June he shut a score of 
ambassadors, including those of the main western powers, out 
of their residences in a compound called Drozdy, in a suburb of 
Minsk, his capital. Later, most ambassadors cleared out of the 
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Europe’s odd man out | 


country. Various protests were exchanged. This month the West 
slammed its door publicly in Mr Lukashenka’s face by telling 
him that Belarus’s officials would not be welcome in America, 
all 15 EU countries and in ten other European ones besides. 
Whether or not that measure of isolation is the result Mr Luka- 
shenka originally sought, he is exploiting with relish at home the 
notion of poor little Belarus bullied by the West. 

Fortunately for him, nothing in his strong-man routine both- 
ers Russia very much. Indeed, old-fashioned Russians rather ad- 
mire his sort of “order”. So, while he hisses hostility at the West, 
he has smothered Russia with protestations of admiration and 
loyalty of a kind it never hears anywhere else nowadays. Russia 
has been so touched that it has rewarded Belarus with hundreds 
of millions of dollars in aid, mostly by forgiving debt. As a long- 
term aim, Mr Lukashenka has pro- 
posed a “union” between Belarus 
and Russia, to which both states have 
consented in principle. 

To look on the bright side, East- 
ern Europe is not likely tospawnany 
more Lukashenkas. Russia can | 
hardly afford to subsidise Belarus, let 
alone other protégés. It may well | 
have to treat even Belarus. less gener- | 
ously now that the imf and others | 
have agreed to bail Russia out. And | 
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Mr Lukashenka was elected at a time 
when voters in many ex-communist 
countries were still confused and ig- 
norant about democracy. Since then | 
electorates have become more | 
knowledgeable—save, perhaps, in | 
Belarus and Russia itself. Liberal val- | 
ues have become more familiar. | 
There are still desperately fragile — 
countries in the region, such as Uk- 

raine and Moldova, but, on the 

whole, those countries which do not | 
already have an autocrat in charge | 
have become much less likely toelect | 
or accept one. 

That still leaves the problem of 
Mr Lukashenka himself. It is a larger 
one than it looks, since it is scarcely conceivable that batka (fa- 
ther) does not imagine for himself some greater destiny than 
running pocket-sized Belarus. Indeed, the worry is that his pro- 
posals for a union with Russia may be designed in large part to 
make possible his own entrée into Russian politics, 

Once in, he could prove frighteningly popular. He would 
have the old-fashioned Communist vote already in his pocket. 
He would have a new Slavic union—a big vote-winner in*both 
countries—in his gift. And he would have all the resources of 
Belarus available to underwrite his campaigning. He would 
make, if not a sure-fire Russian presidential candidate in his 
own right, then the ideal running-mate for any Russian conser- 
vative or nationalist seeking to succeed Boris Yeltsin. 

The prospect of an anti-western troublemaker in charge of 
Russia would horrify Europeans, East Europeans especially. 
Could it happen? To dismiss it as fanciful is to underestimate 
not only the wiles of Mr Lukashenka, but also the volatility of 
Russian politics. And whatever the true relationship between 
Russia and Europe may prove to be, it is not stable yet. 
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BRITAIN 


On the brink of recession? 


The British economy is heading for a sharp slowdown. Is Britain doomed to 
remain more prone to boom and bust than other countries? 


HEN job losses are an- 

nounced on the tv 
news it is called an economic 
slowdown; when your neigh- 
bour loses his job, it is a reces- 
sion; and if you lose your job 
it will be a slump. On July 
23rd, Britain got an indica- 
tion of a definite slowdown 
when Rover, one of the coun- 
try’s biggest car-makers, announced that it 
was laying off 1,500 workers. Few City fore- 
casters are yet predicting an outright reces- 
sion for Britain, although several are now 
warning of a sharp slowdown. A Reuters 
poll of 26 City economists on 23rd July 
asked them to make a prediction of the per- 
centage risk of a recession. The mean pre- 
diction was a 24% risk if interest rates re- 
main steady, rising to a 39% risk if they go 
up again. But economists are often very 
slow to notice the turning points in the eco- 
nomic cycle. The risk of a British recession 
by next year is clearly growing. 

Even if Britain avoids outright reces- 
sion and there is simply a sharp slow- 
down—say growth of less than 1% of GDP in 
1999—that would imply a rise in unem- 
ployment, which to many people would 
feel like a recession. Economists, however, 
define a recession as at least two consecu- 
tive quarters of falling output. 

By this definition, manufacturing has 
been in recession since the fourth quarter 
of last year, as exports suffered from a 
strong pound, which has risen by 25% in 
trade-weighted terms over the past two 
years, and the slump in Asia. But manufac- 
turing &ccounts for only one-fifth of total 
output, and growth in the rest of the econ- 
omy has until recently remained lusty. 

However, the latest survey by the British 
Chambers of Commerce showed that busi- 
nessmen in services as well as manufactur- 
ing are starting to feel nervous. Company 
profits have traditionally been a good lead- 
ing indicator of a downturn in Gpp: when 
profits fall, firms cut investment and jobs. 
Ominously, average profits (as measured in 
the national accounts) fell in both the 
fourth quarter of last year and the first 
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quarter of this, squeezed by 
the strong pound and rising 
pay awards. 

Retail sales fell by 1.1% in 
June, compared with May. 
Some of this may be due to 
bad weather and shoppers 
staying at home to watch the 
World Cup. Even so, sales are 
up just 2.3% on the same point 
a year ago, the lowest annual rise for two 
years. To judge by opinion surveys, the Brit- 
ish are increasingly resigned to an eco- 
nomic slowdown. A poll of households by 
MORI showed a sharp drop in optimism in 
June, when a net balance of 19% said they 
thought the economy would get worse over 
the next 12 months rather than better. A 
year ago, the same poll showed a net bal- 
ance of 19% of optimistic households. 

A slowdown in growth is, of course, ex- 
actly what the Bank of England's monetary 
policy committee has been trying to engi- 
neer, to choke off inflationary pressures. 
Private-sector earnings have risen by 6.2% 
over the past year, well above the rate re- 
quired to meet the Bank of England's infla- 
tion target of 2.5%. The headline rate of in- 
flation has been running at around 4% in 
recent months—twice as high as in other 
rich economies—while the underlying rate 
(excluding mortgage interest payments) has 
edged up to around 3%. Over the past year, 
these figures have been flattered by the rise 


Bigger booms, bigger busts 
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in the pound which has reduced import 
prices. But a widening trade deficit and 
slower growth is likely to push sterling into 
reverse—and so push inflation higher. 

In June, the Bank of England’s mone- 
tary policy committee raised interest rates 
for the sixth time in just over a year, to 7.5%. 
Since then more evidence of slower growth 
has appeared. Some commentators think 
that this means the Bank can stop fretting 
about inflation, and immediately cut inter- 
est rates to avoid a recession. 

Unfortunately, it is not that simple. The 
problem is not just that the rate of growth 
over the past year has been too fast, but also 
that, as a result, the level of output has risen 
above the economy’s sustainable capacity. 
Or to put it another way, unemployment 
seems to have been pushed below its “natu- 
ral rate”—the rate at which wage inflation 
remains stable. Even as the economy slows 
and unemployment starts to increase, in- 
flation will continue to rise for as long as 
the level of output remains above its sus- 
tainable trend. 

To prevent inflation rising further re- 
quires a period of sufficiently slow growth 
to remove excess demand and create some 
slack. The monetary policy committee can- 
not reduce interest rates until it is con- 
vinced that enough slack has been created 
to hold back wage pressures. Some econo- 
mists reckon that the Bank may yet be 
forced to raise rates again this summer. 

In its latest forecast, Ernst & Young, an 
accounting firm, argues that the govern- 
ment’s recent increase in its public-spend- 
ing plans will make it even harder for the 
Bank of England to cut interest rates. The 
firm expects growth of only 1% next year 
and 1.5% in 2000, and unemployment to 
rise to almost 2m (7% of the labour force) by 
the next election due in 2002. But even that 
would not be enough to bring inflation 
back to target, so interest rates would need 
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BRITAIN 


to stay high. This combination of a slowing 
economy and rising inflation increases the 
risk of a sharper downturn, because judg- 
ing when it is safe to loosen monetary pol 
icy is fiendishly tricky. 


Here we go again 

Itis depressing to be talking about inflation 
and recession after barely six years of ex- 
pansion in Britain. America’s economy has 
been growing for more than seven years, 
and yet inflation there is only 1.7%, and the 
Federal Reserve has not recently felt the 
need to raise interest rates. 

Does that mean that the British econ- 
omy is still more prone to booms and busts 
than other countries? Over the past quarter 
century, inflation has persistently risen 
more in each boom in Britain than in 
America or Germany. And each of the past 
three recessions—in the mid 1970s, the 
early 1980s and the early 1990s—has been 
longer and deeper in Britain than else- 
where (see chart on previous page). The av- 
erage loss of output, from peak to trough, in 
each of the past three recessions has been 
4.2% of GDP in Britain, compared with 
around 2.6% in America and Germany. 
Now Britain may be on the slide again. 

This is all the more troubling since the 
reforms of the past decade were supposed 
to make the British economy stronger and 
less prone to inflation, and hence reces- 
sion. The power of trade unions has been 
reduced, national pay bargaining and 
other labour-market rigidities scrapped, 
and cuts in tax rates and stricter rules for 
claiming unemployment benefits have im- 
proved the incentive to work. 

Unfortunately, as David Mackie at J.P. 
Morgan points out, these supply-side re- 
forms do not seem to have lifted the econo- 
my’s sustainable growth rate, to allow faster 
growth before inflation takes off. That is 
not to say that nothing has improved. The 
inflationary problems of today are small 
compared with the rampant inflation of 
the 1970s. Labour-market reforms do seem 
to have reduced the natural rate of unem- 
ployment: in this expansion wages did not 
start to accelerate until the jobless rate had 
dropped to 7.5%; in the late 1980s wage 
pressures began to build when unemploy- 
ment was still above 10%. 

Britain’s record still looks bad com- 
pared with the United States. During the 
current American expansion wage pres- 
sures only started to build once unemploy- 
ment dropped below 5.5%. On the surface, 
Britain’s recent inflation performance also 
looks poor compared with its continental 
neighbours. Inflation in France and Ger- 
many is barely 1%. But this is unfair: these 
economies’ expansions are much less ad- 
vanced and with jobless rates of 11-12%, one 
would hope that inflation was not rising. 
Moreover, the OECD estimates that struc- 
tural unemployment rates in France and 
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Germany are still as high as 10%. Britain’s 
reforms mean that the trade-off between 
unemployment and inflation is better than 
that on the Continent—but it remains 
worse than in America. 

Even if Britain remains more prone to 
inflation than America, there are good rea- 
sons why a recession, if one occurs, is likely 
to be milder than in the past. First, the ex- 
tent of overheating is nowhere near as seri- 
ous as in the late 1980s. Then the “positive 
output gap"—a measure of excess de- 
mand—was equivalent to 6% of GDP; today 
it is thought to be a more manageable 1.5- 
2% of Gpp. A more modest binge should 
mean a milder hangover. A second reason 
to hope that a recession need not be deep is 
that firms’ balance sheets are in better 
shape than a decade ago. Debt-service ra- 


tios are lower, and their liquidity ratio—the 
ratio of short-term assets to liabilities—is 
historically high. 

Nor have consumers taken on such big 
debts this time. Many learnt a painful les- 
son in the last recession. One striking figure 
in the latest MORI poll is that people aged 
35 years or more—the very people who have 
worked through at least one cycle of boom 
and bust—were much gloomier about eco- 
nomic prospects. By contrast, those aged 
less than 25, who have not experienced a 
recession since joining the workforce, still 
showed a small net balance of respondents 
expecting the economy to continue im- 
proving over the next year. If Brits have in- 
deed learnt the need for caution there are 
grounds for hoping that the next recession 
need not be so deep. 





Transport 


Not of delight 


The government’s much-hailed new transport policy is just a timid first step 


ona long road 


Wie is going to tame the motor car? 
Not “two Jag Prescott”, as the deputy 


prime minister was described by various 
tabloid newspapers after he unveiled his 
transport white paper on July 20th. 

Although the document was widely 
hailed as the most fundamental shift in 
transport policy for a generation, it will 
have only a marginal impact on growth in 
traffic. That did not stop the Sun from de- 
voting the whole of its front page to a pic- 
ture of thousands of Chinese cyclists on 
their way to work, as a nightmare vision of 
Britain’s possible future under a car-hating 
Labour government. 


Prescott in one of his Jags 


The reality is that “Mondeo man” has 
escaped virtually unscathed. After years of 
neglect and under-investment by succes- 
sive governments, Britain’s roads, already 
among the most congested in Europe, are 
heading for gridlock as 32m drivers com- 
pete for limited space. The white paper is a 
politically timid, if long-overdue, attempt 
to change direction. 

Its general principles make sense. It is 
correct to try and wean motorists away 
from their cars, and to finance much- 
needed improvements in public transport. 
And because traffic is essentially a local 
problem requiring local solutions, (a quar- 
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| people being indiscreet, 
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Yours sincerely 
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Hrithsden Cottage 


| I felt that I should write and share an experience [had last week. 


+| Thad the misfortune: to share a table on a train from Euston with Derek Draper. He 

o spent most of the journey on his mobile phone, telling his callers, myself and alt the 
other passengers in the carriage, how busy and successful he was being-he even 
mentioned your name, your wife’s name, Peter Mendelson and the Archbishop of 
| Canterbury (but not-all in the same sentence). His conversations were punctuated with 
; “f.king’, which I did find unnecessary and offensive. 


Needless to say, I have never met Derek Draper before. It nay well be that he does 
[not even work for you, but he certainly likes to give that impression and I felt that with 
: all the Press coverage you are receiving, the last thing you need is the possibility of 


| Perhaps a quiet word would be sufficient to prevent a repetition. 


‘The ““cash-for-access” scandal seemed to hit th 
_ the name Derek Draperbecame notorious, 
-and sent Mr Blair a prescient warning. 


ee 
E 


F rithsden 
Hertfordshire 


HP DD 


10 DOWNING STREET. sg 


nthe Special Assistant to the Prime Minister 5 September 





«ter of all car trips are less than two miles), it 

“is also sensible to give local authorities the 
lead role in levying new charges, and to al- 
low them to keep the revenues to spend on 
approved transport projects. 

This abandonment of the Treasury’s 
long-held opposition to allocating specific 
tax revenues to specific projects is under- 
standable. It recognises that new motoring 
charges can be introduced only if the reve- 
nues are used in a way that directly benefits 
all those who want to travel. Part of the an- 
swer is to improve the attractiveness of 

~ buses. As a way of transporting large num- 
_ bers relatively cheaply in congested areas, 
__ they haye few rivals. But cheap is the key 
word. Middie-sized French cities with 
really effective urban transport systems— 
like Lille or Toulouse—have built metros. 
Yet Mr Prescott’s new policy is unlikely to 
yield enough money for infrastructure pro- 
`- jects of that scale. And the image of buses as 

slow, uncomfortable and. unreliable will 

have to change dramatically if they are to 
“lure drivers from their cars. 

vo To fact, in the short to medium term, 
_ there is little in the white paper that is going 
to have a significant impact on motorists. 
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The absence of both the prime minister 
and the chancellor from the front bench as 
Mr Prescott made his statement last week 
was a telling demonstration that there are 
few votes to be gained from restraining traf- 
fic. For that reason, legislation is being kept 
on the back burner. 

Mr Prescott has already been told that 
there is no room for a:‘major transport bill 
in the next session of Parliament. That 
means that the powers enabling local au- 
thorities to raise revenues will not be in 
place much before the next election. Edin- 
burgh, one of the keenest authorities, has 
plans for a road-pricing ring, but it is not 
expected to be in operation until 2005. 

It is also ominous that ministers in pri- 
vate briefings last week suggested that local 
authorities are unlikely to be allowed to in- 
troduce both parking and road-pricing 
charges. They are not alternatives. A tax on 
non-residential parking aims to discourage 
commuters from driving to work. A road- 
pricing charge acts as a more general deter- 
rent to urban congestion. If local authori- 
ties are to act effectively against traffic 
growth, they will need both instruments. 

There is also a large question mark over 
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Wr. Basta, 


The Prime Minister has asked me to thank you 


has, of course, noted its 
to you for bringing to his 
to say that Mr. 





e Blair government from out of the blue. But almost a year before 
Simon Beales, an Economist reader, encountered Mr Draper ona train 


the resources committed. If the Treasury 
chooses to claw back the additional reve- 
nues that local authorities earn from’ 
charges by reducing the overall sums going - 
to transport, nothing worthwhile will have 
been gained. 

The impression that Mr Prescott may 
have been given an impossible task is rein- 
forced by the paucity of funding devoted to. 
the new Strategic Rail Authority. It will 
have just over £100m ($163m) to ease capac- 
ity constraints on the over-loaded network, 
which will severely hamper any efforts to 
increase rail freight. At present less than 6% 
of total British freight: transport is ac- 


counted for by rail, compared with 15% in 


France and 21% in Germany. The = < 
authority’s powers to influence the railway — 
companies is also strictly limited by the- 
terms of the franchises which it agreed with- 
the last government. ek Le 
The deputy prime ‘minister's. deter- 
mination to roll back the tide of traffic is 
not in doubt. But until he attracts much _ 
greater political support. from. his’ col- 
leagues, even his best efforts will be- 
doomed to failure. 5 
pams a -= 
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| Wolseley, on the no doubt impec- 


| car sickand so impaired the per- 


| could possibly colour the ambi- 
| tion of the mps waiting to hear 


| Tony Blairs imminent reshuffle. 


| where it is, you cannot work out 
| what direction it is moving in. For 


| cabinet. Now the vogueish view of 
| Blairdom is that ministers are be- 
| coming obedient paper pushers 
| while power moves into the hands 


ECOMING a minister means different things to different 

people. Take the very first sentence that Alan Clark chose to 
record in his diary on his very first day as a junior Conservative 
minister in 1983. One Jenny Easterbrook, he noted, “has a very 
pale skin and large violet eyes.” The reader goes on to learn that 
Mr Clark’s failure to impress himself on the “tightly controlled 
sexuality” of his personal private secretary was a matter of con- 
tinuing regret.as his ministerial career advanced. A decade ear- 
lier, by contrast, Gerald Kaufman found his fellow incoming La- 
bour ministers much exercised by the grade of car each was 


| allotted by the Government Car Service. Some were upset by the 


ability of David (now Lord) Owen to wangle a Rover instead ofa 


cable ground (he was, after all, a 
doctor) that Wolseleys made him 


formance of his public duties. 
In these high-minded New La- 
bour times no such considerations 


whether they are getting a job in 


For them a job in The People’s Cab- 
inet is a chance at last to do Some- 
thing Serious. 

Or is it? In the riddle wrapped 
in the mystery inside the enigma 
that is the British constitution, 
power obeys a sort of uncertainty 
principle. Even ifyou can work out 


a long time it has been taken for 
granted that all Parliament's 
power has been sucked into the 


of a prime minister's cabal. 

Part of the evidence is the sheer 
dull perfunctoriness of what now 
passes for cabinet meetings. They are, to distort Hobbes, nice, 
unbrutish—and all too short. Agendas are vague, debate rare, dis- 
sent virtually unheard of. Typically, the prime minister simply 
recounts decisions already taken in more intimate gatherings. 
The full cabinet had not met at all before the government an- 
nounced its decision to free the Bank of England to set interest 
rates. It is said unkindly that some cabinet members, such as 
Ron Davies, the Welsh secretary, have yet to open their mouths 
on any subject. in government as it was in opposition, true con- 
trol is vested in the same clique that ran Labours election cam- 
paign. Among these the prime minister and his chancellor, Gor- 
don Brown, are of course in the cabinet; but the portfolio-less 
Peter Mandelson is not, and Alastair Campbell, the prime min- 
isters spokesman, is officially merely an official 

It is sometimes said that this control freakery is a throwback 
to Labour's traumatic years of exile. But it is more deliberate than 
that. The party entered office with decided ideas about how to 
strengthen Downing Street. In Mr Mandelson’s metaphor, it 
wanted the discipline of a rowing eight to replace the “clashing 











Welcome to the cabinet 


priorities and competing egos” that characterised Tory cabinets. 
Paragraph 88 of the new government's ministerial code imposes 
draconian restrictions on the right of departmental ministers to 
make speeches, launch policies or deal with the media without 
permission from Downing Street. Following the recent spend- 
ing review, ministers will be policed by a tough new spending 
committee under Mr Brown. And Sir Richard Wilson, the cabi- 
net secretary, has drawn up plans to create a “central perfor- 
mance management unit”. 

Individually, each of these measures may make sense. To- 
gether they can look sinister. Peter Hennessy, a professor of con- 
temporary history at London University, already speaks of the 

dangers of a “court government” 
_ and a “command premiership”. 

Imagine what the British con- 
stitution would look like if the 
principle of cabinet government 
were to be further weakened. The 
prime minister would sit alone at 
the apex of both a highly 
centralised political machine and 
a highly’ centralised adminis- 
trative machine. In this event the 
individual cabinet minister 
would have to be content with be- 
inga public-relations officer to his 
or her. department, unless the 
prime. minister -had appointed 
him with the express purpose of 
carrying out reforms. Such a sys- 
tem would. make loyalty a’ su- 
preme virtue and independence 
of thought a dangerous adventure. 
The cabinet might survive in form 
but not in substance: it would, in 
the real (Walter) Bagehot’s terms, 
leave the “efficient” part of the 
constitution and join the monarch 
in the “dignified” (ie, decorative) 
part of the constitution. 

It is a dismal prospect, But it is 
in fact a description—or one de- 
scription—of the present, not of 

the future. Indeed, the previous paragraph is lifted almost word 
for word from Richard Crossman’s account of how he thought 
things stood in 1963, even before his own frustrating experiences 
in Harold Wilson’s cabinet. And the funny thing is that cabinet 
government—in the sense of fights, factions and. mutinies— 
somehow lasted long after Crossman thought he saw through it. 


If cabinet government means collective decision-making, it- 
vanished in the first world war, when the job of the state grew 


and power was spun out to a web of committees with theprime 
minister at the centre. But that has not stopped energetic minis- 
ters with ideas and a following of their own from influencing 
policy. Prime ministers can use cabinets in an attempt to com- 
mand, as Margaret Thatcher did, or to build consensus, as John 
Major did. But in the end neither could risk losing the support of 
their cabinet colleagues, and in the end both failed. For a while 
Mr Blair may co-ordinate things a little better at the centre. But 
there are already Brownites, Blairites and leaks galore. Cabinets 
are made up of people, with their owt ideas, foibles and tastes in 
cars and women. A rowing eight? Better learn to swim. 
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new central bank. 


Dual strategy 
the best option 
for the ECB 


Members of the executive board of the European Central 
Bank (ECB) have advocated a dual strategy combining 
money-supply targeting and elements of direct inflation 
control. From a theoretical standpoint, such a strategy 
mix can lead to serious policy conflicts. However, the 
proposed hybrid approach should not be regarded merely 
as a compromise which is acceptable to all sides. After 
all, in view of the problems that may arise when the euro 
is launched, in practical terms the gap between the two 
approaches will become quite narrow. This means that 
a flexible combination of the two strategies is the best 
option, as it will strengthen market confidence in the 
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THE BASIC ADVANTAGES of 
money-supply targeting are well- 
known. The signals sent by the 
central bank can be readily 
understood, but at the same time 
it is clear that the central bank is 
not responsible for all the factors 


“which may temporarily affect 


inflation (e.g. increases in indi- 
rect taxes, imported inflation). 


However, if monetary targeting 
is to be effective, the demand for 
money has to be stable and suffi- 
ciently responsive to interest- 
rate movements to enable the 
central bank to control monetary 
growth, At least during the start- 





"up phase of Emu, uncertainty 


might cause erratic fluctuations 
in the money supply. Moreover, 
the forms in which money is used 
may well undergo structural 
changes after the euro is 
launched. 


BASICALLY, the stability of the 
demand for a currency which 
does not yet exist cannot be pre- 
dicted in advance. All the same, 
analysis of the demand for 
money in various economies sug- 
gests that this variable will be 


THE SOLUTION for the ECB, 





therefore, lies in pragmatically 
combining the positive elements 
of the two strategies. As money 
demand seems likely to be stable 
in Euroland, it would be wrong to 
abandon the money supply as a 
yardstick, especially since a 
transfer of the reputation built 
up by the Bundesbank to the 
ECB should tend ‘to strengthen 
market confidence. To reduce 
initial uncertainty, for instance, 
a broader multiyear target: 
range could be adopted fof a 


Monetary growth in Germany and Euroland 


M1, percentage change on year 





10. Germany 








even more stable in Euroland 
than it is in individual Emu 
countries. 


Iv IS IMPORTANT, however, to 
underscore that a strategy 
should not be ruled out simply 
because problems could arise. 
Indeed, exclusive reliance on 
direct inflation control may not 
increase the chances of main- 
taining price stability. Advocates 
of this strategy object that it is 
difficult to control intermediate 
targets; others doubt that a 
clear-cut link exists between 
intermediate and ultimate tar- 
gets. Yet in itself this indicates 
that the transmission process as 
a whole can be disrupted and 
that the ultimate goal may be 
unachievable, even through 
direct inflation control, The 
structural discontinuity and 
uncertainty in the markets and 
the institutional changes asso- 
ciated with the advent of Emu 
would create problems for both 
approaches. 
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time. Elements of inflation target: 
ing could back up this strategy; 
the monitoring of a series of other 
economic and financial indicators. 
will reveal how monetary policy 
feeds through to inflation. 


As Far as the practical imple- 
mentation of monetary policy is 
concerned, therefore, the theoreti- 
cal incompatibility of the-two 
competing strategies will play 
only a minor role. Even Ger- 
many's monetary policymakers do 
not focus exclusively on money- 
supply growth. Given what will 
surely be a difficult start-up 
phase for the euro, the ECB will 
have to be even more flexible than 
the Bundesbank in drawing upon’. 


’ a broad range of information. 


For more information about 
Commerzhank’s broad scope of 
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Can America’s workforce 
grow old gainfully? 


BOSTON 


America’s workforce is ageing fast. Most firms have no idea of the challenges 


this entails 


Dee first hint that Vita Needle might be 
a slightly unusual firm is in a job ad- 
vertisement. Pinned by the door leading to 
a converted dance hall in the Boston sub- 
urb of Needham that has served as the 
firm’s factory for 66 years, it reads: “Help 
Wanted. Light machine operators. Part 
Time. Employees set own hours/days. Pre- 
dominantly senior citizens. Never had lay- 
off. No retirement age.” 

Vita Needle is a classic family-owned 
success story. Having served medical cus- 
tomers for half a century, it was forced in 
the 1980s by what its owner Fred Hartman 
calls “the tps thing” to diversify into hun- 
dreds of other small niches. Its needles are 
now used to blow up basketballs, to inject 
sperm whales and to embalm corpses, Its 
annual sales, now over $3m, have grown by 
20% a year for the past five years; its 35 or so 
workers share in its profits. And by the way, 
the average age of those workers is 73. 

Mr Hartman, a sprightly 46-year-old, 
started hiring retired workers on a part- 
time basis partly because they were cheap. 
Now he boasts that they are harder-work- 
ing, more loyal and more flexible. Produc- 
tion dips a little during the summer (when 
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workers tend to take holidays with their 
grandchildren), but Vita’s workers have all 
been trained how to do everybody's jobs, so 
they can cover for each other. They also 
have their own keys, allowing some to start 
work at dawn to avoid the mid-day heat. 
Yet Vita is far from being merely a meeting- 
place for old folk; it wins business by being 
speedier and cheaper than its rivals. 

Soon Vita Needle will be a little less un- 
usual. American managers are used to hear- 
ing about Europe's greying workforce, but 
few realise that they face a similar chal- 
lenge. Every eight seconds somebody in 
America turns 50. The oldest of America’s 
76m baby boomers (the generation born 
between 1946 and 1964) will reach 55 in 
2001. By 2025 the whole of America will be 
as grey as Florida, the country’s retirement 
home, is today. a 

Predictions about the workforce more 
than 20 years ahead rely on assumptions 
about such things as immigration that can 
easily prove wrong. Shorter-term estimates, 
however, are more reliable; and they say 
that by 2005 the American workforce will 
include 27m people aged between 50 and 
59, compared with 20m in 1997. The num- 


ber of workers over 65 has edged up during 
the past decade, from 3m to 3.8m; it should 
rise to 4.3m by 2005. In the meantime, the 
number of workers aged 25-44 is falling. 
The median age of the workforce will be 
over 40 by 2005; it was 34.7 in 1979. 

A few firms that rely on young workers 
are already feeling the pinch: McDonald’s, 
for instance, is reckoned to have an average 
of five “senior helpers” in every restaurant. 
Another typical example is a client of Wat- 
son Wyatt, a firm of personnel consultants; 
its age profile is shown in the chart on the 
next page. The company’s average age will 
be above 40 by 2001, and Eric Lofgren of 
Watson Wyatt points out that its big bulge 
of baby-boom workers will then still have a 
decade left before they retire. So the average 
age 1s set to rise year by year. 

Such a bulge is often the result of recent 
downsizing. Many of the workers laid offin 
the past decade were over 50—from the 
smaller “Eisenhower” generation that pre- 
ceded the baby boomers. Some firms, in- 
cluding Lockheed Martin, have had to pay 
up in a number of discrimination cases 
brought by older workers whom they fired. 
Most large companies now employ rela- 
tively few people over 55, and those that 
still have lots—such as General Motors—are 
trying hard to get rid of them. 

In some industries ageing baby 
boomers may find themselves ejected as 
well. The director of one American bank re- 
calls that “the machineguns started firing 
on day one [after a recent merger}, with any- 
one over 50 in the front rank.” But, in gen- 
eral, nobody expects the baby boomers to 
suffer in the same way as the Eisenhower 
generation. There are simply too many of 
them; and there are also too few younger 
workers to replace them. 

The once fashionable idea that 
boomers will quit their jobs to “discover 
themselves” or to pursue new careers is ho- 
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wiser? 
Age distribution of workforce in typical US company 
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kum. Polls show that most baby boomers 
expect to be working past 65; and they also 
seem to be “nesting” at their current firms. 
According to Watson Wyatt, the average 
length of job tenure in America has crept 
up from 12.3 years in the early 1990s to 13.1 
years today. 


Costs and benefits 


So far, few companies seem to have woken 
up to the challenge of having a much older 
workforce. Many have taken contradictory 
approaches, picking on older workers for 
redundancies, but at the same time increas- 
ing efforts to hire mature workers with ex- 
perience. 

As Vita Needle shows, an older work- 
force can bring its own bonuses. A recent 
report by Challenger, Gray & Christmas, 
another consultancy, hailed the over-55s as 
the “new workaholics”. Their propensity 
for hard work is partly down to fear (all that 
downsizing that got their friends); and 
partly because they do not need to rush 
home to children in the evenings. 

But a more elderly workforce is likely to 
cost more in at least three ways: 

e Pay and benefits. Once workers reach 
about 42, the cost of their health-care cover- 
age starts rising dramatically. In most 
firms, both pay and holidays also tend to go 
up with seniority. And older workers save 
about three times as much as younger ones 
in their pension plans; if a company 
matches contributions, as many do, they 
again face higher costs. 

e Workplace safety. People over 65 have 
half as many accidents at work as their 
younger and more careless colleagues. But 
they are much more fragile. Older workers 
take longer to recover and are more likely to 
die of job-related injuries. Many jobs may 
therefore have to be redesigned if they are 
to be done by older people. 

¢ Employee mobility. American compa- 
nies are used to having a mobile workforce 
that can be sent just about anywhere. As 
workers get older, however, they put down 
firmer roots. Vita was offered a cheaper, 
more modern factory 20 miles away. If Mr 
Hartman had taken it, half his workforce 
would have left. 
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If an older workforce simply 
meant increased costs, then manag- 
ers could take comfort from the fact 
that most of their competitors would 
be in the same boat. However, greyer 
employees also present more subtle 
management challenges. 

The hardest may be to do with ca- 
reer paths. Despite some delayering 
and a lot of guff about horizontal 
management, most American busi- 
nesses are still pyramid-shaped: the 
longer you stay, the higher you rise. 
As the baby boomers age, they will 
create increasingly top-heavy struc- 
tures. Organisations may take on 
more of an egg-timer shape, with people ris- 
ing quickly in their 30s and 40s, and then 
rejoining the wider workforce for the final 
third of their career. A few firms—such as 
Hewlett-Packard—have managed to per- 
suade older people to take jobs that do not 
involve running things. 

The greying workforce may also change 
the balance of power between employers 
and employees. Incomes for young workers 
have barely budged in the past decade, but 
as young workers become harder to find 
they will demand more pay and security. 
Likewise, the growing demand for what 
Challenger, Gray & Christmas calls “un-re- 
tirees”, older workers who can be coaxed 
back to work, is likely to give ageing baby 
boomers more confidence to walk away 
from jobs that they do not like. 

Many firms already go to considerable 
lengths to hang on to senior staff. Finding 
and training a replacement typically costs 
about 55% of a departing employee's an- 





Toxic waste in Japan 
The burning issue 


TOKYO 


PENCHANT for wrapping everything 

in plastic and then burning the rub- 

bish indiscriminately has turned Japan 
into the dioxin centre of the world. Dioxins, 
a highly toxic group of chemicals that are 
known to cause birth defects, skin disease 
and cancer, are produced when polyvinyl 
chloride (pvc) and other plastic waste is 
burned at temperatures below 700 degrees 
celsius. So toxic is dioxin that a dose no big- 
ger than a single grain of saltcan killa man. 
A recent study by Nicholas Smith, from 
the Tokyo office of Jardine Fleming, a stock- 
broking firm, found that more than 100 of 
the 1,500 or so incinerators in Japan failed 
to meet the country’s (already lax) dioxin 
emissions criteria. Japanese law allows 80 
billionths ofa gram of dioxin per cubic me- 
tre of air—800 times greater than typical 
standards in Western Europe and North 
America. Only eight incinerators in Japan 


nual salary. Raytheon recently boasted that 
all the 2,700 engineers it had to sack from 
its defence arm were offered at least one 
other job by another part of the company. 

In its own unusual way, Vita Needle 
proves that by changing a little to accom- 
modate an older workforce—being more 
flexible about working hours, tolerating 
older people’s technophobia (the fax ma- 
chine has been accepted, but compu- 
terisation is still at least a year away) and, 
above all, stressing trust—it is possible to 
gain a lot. As a note on the company’s wall 
says: “Remember, old people are worth a 
fortune—with silver in their hair, gold in 
their teeth, stones in their kidneys, lead in 
their feet and gas in their stomachs.” 





actually meet the international norm. And 
one, in Hyogo, continues to spew out 
dioxin at 10,000 times the concentration 
allowed elsewhere. 

All that poison floating around in the 
air may pass unnoticed. But when it falls to 
earth and contaminates the soil and 
groundwater, it becomes harder tg ignore. 
A wake-up call for Japanese industry—on 
the scale of the Love Canal incident in 
America in 1980—came in April when the 
soil surrounding an incinerator in 
Nosecho, a residential suburb north of 
Osaka, was found to contain a staggering 
8,500 picograms of dioxin per gram of soil. 
This has given Nosecho the unpleasant dis- 
tinction of having the highest recorded 
dioxin concentration in the world. 

The outcry over the toxic waste that con- 
taminated the soil at Love Canal in New 
York state prodded the American Congress 
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into establishing a trust 
fund (the “Superfund”}—fi- 
nanced by a levy on the oil 
and chemical industries— 
to clean up such sites. In 
the same way, Nosecho has 
focused public anger on in- 
dustrial polluters in Japan. 
Rather than being hauled 
over the coals, sensible 
firms have started to pub- 
lish ugly details about the 
frightening condition of 
some of their sites. 

First to come clean was 
Toshiba. In early June, the 
electrical group reported il- 
legally high levels of a 
carcinogen, _ trichlorethy- 
lene—an industrial clean- 
ing agent that is believed to cause kidney 
and liver damage as well as cancer—in the 
groundwater beneath four of its domestic 
factories. The company carried out on-site 
inspections ofall its 25 plants in Japan after 
detecting trichlorethylene levels at 15,600 
times the permitted level at a factory in Na- 
goya last October. Having found similar 
levels of the toxic waste outside the plant, 
the local government is checking the health 
of residents in the neighbourhood. 

Next a consumer-electronics giant, 
Matsushita, reported harmful carcinogen 
levels in the groundwater beneath four of 
its factories in the Osaka area. The level of 
the cancer agent tetrachlorethylene—used 
for cleaning semiconductors—at one of the 
plants was 9,400 times the permissible 
limit. At another plant, in Hokkaido, the 
groundwater contamination was 5,200 
times the maximum. The company sus- 
pects that the groundwater beneath 80 of 
its 112 plants in Japan may be contami- 
nated with harmful compounds. 

Such findings have come to light more 
than a year after Japan’s amended Water 
Pollution Prevention Act came into effect. 
But the recent rush to reveal all has been 
prompted as much by the “Nosecho effect” 
as by the retroactive nature of the legisla- 
tion, which forces the original polluter to 
clean up an affected site. 

Other forces are at work, too. Japanese 
manufacturers have been adopting the in- 
ternational 1s014,000 standard of environ- 
mentalegood housekeeping faster than 
those of any other country. By February, 
some 730 industrial sites in Japan had be- 
come fully compliant, compared with 525 
in Britain and a mere 110 in America. 

Half of the Japanese plants that have 
complied with the new iso standard are in 
the electronics sector. Being top exporters, 
Japanese electronics firms have been un- 
derstandably nervous about having their 
goods barred from countries that are signa- 
tories to the 1s014,000 agreement. To be 
awarded the Iso seal of approval means 
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The filth of Osaka Bay 


making fundamental changes in the way a 
plant is managed, with strict planning, im- 
plementing, checking and reporting sys- 
tems put in place. It is these, as much as 
anything, that are encouraging Japanese 
firms to clean up their act. 

All of which is creating a handy new 
line of business for Japan's environmental- 
protection industry. Soil remediation in 
particular is seen as having huge potential. 
Kurita Water Industries, one of Japan's 
leading environmental-engineering firms, 
started building its soil remediation skills 
over a decade ago. It has carried out more 
than 400 surveys and soil purification 
schemes to date. As for Japan’s filthy incin- 
erators, the remedial business could be 
even more promising. Jardine Fleming's 
Mr Smith reckons that rebuilding all the 
faulty incinerators in Japan could cost a 
whopping ¥9.2 trillion ($66 billion). 

Many suspect that the opportunities 
currently being exploited by the clean-up 
industry in Japan are merely the tip of an 
iceberg. Now that two of the country’s most 
respected industrial names, Toshiba and 
Matsushita, have voluntarily surveyed their 
sites for toxic problems—and gone public 
with their findings—many more Japanese 
companies are expected to follow suit. The 
pressure for them to do so is increasing as 
they shut old smokestack factories and re- 
develop the land for other uses. 

But the remedial work is not just re- 
quired at big manufacturers. The Environ- 
ment Agency of Japan points to the pleth- 
ora of small plating shops as the country’s 
worst offender in terms of toxic waste, fol- 
lowed (surprisingly) by dry-cleaners, hair- 
dressers and public bath-houses. Big indus- 
tries such as chemicals and electrenics 
follow close behind. So far, only a fraction 
of the small backstreet offenders have had 
their land surveyed. There is still a lot of 
nasty stuff out there in the Japanese soil. 
And an awful lot of work will be needed to 
clean it up. 
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Internet shares 


Loopy.com? 


T HE tiny images are like demented post- 
age stamps coming jerkily to life; the 
sound is prone to break up and at times 
could be coming from a bathroom 
plughole. Welcome to the Internet live 
broadcasting experience. However, despite 
offering audio-visual quality that would 
have been unacceptable in the pioneering 
days of television, a small, loss-making 
company called Broadcast.com broke all 
previous records when it made its Wall 
Street debut on July 17th. 

Shares in the Dallas-based company 
were offered at $18 and reached as high as 
$74 before closing at $62.75—a gain of 
nearly 250% on the day after a feeding 
frenzy in which 6.5m shares changed 
hands. After the dust had settled, 
Broadcast.com was established as a $1 bil- 
lion company, and its two 30-something 
founders, Mark Cuban and Todd Wagner, 
were worth nearly $500m between them. 

In its three years of existence, 
Broadcast.com, formerly known as Audio- 
Net, has lost nearly $13m, and its offer doc- 
ument frankly told potential investors that 
it had absolutely no idea when it might 
start to make money. Describing itself as a 
“leading aggregator and broadcaster of 
streaming media content on the Web”, it 
provides live broadcasts from 345 radio 
stations and 17 television networks. It 
boasts 400,000 visitors a day to its site, but 
revenues—a mere $3.2m in the three 
months to April—come not from them but 
from advertising and licensing agreements 
with some of the companies whose content 
Broadcast.com distributes. 

Among the problems that the company 
faces are the slow and expensive delivery to 
home-based consumers of high bandwidth 
Internet connections, such as cable 
modems, that can dramatically improve 
the quality of streamed video. Another is 
the likelihood that content owners will de- 
mand an increasing share of future reve- 
nues. And without exclusive deals, Broad- 
cast.com is also vulnerable to competition, 
particularly as traditional media firms be- 
come more confident about the Internet 
and pull their product back to their own 
websites. So has Wall Street finally taken 
leave of its senses? 

The value being placed on 
Broadcast.com is not obviously loopier 
than a number of other gravity-defying In- 
ternet stocks (see table on next page), par- 
ticularly the currently fashionable “por- 
tals”—gateways to the Web—such as Yahoo! 
and America Online. Yahoo!, the Internet's 
leading content aggregator, has nearly dou- 
bled in value since June. On the back of rev- 
enue estimates of around $165m, it has a 
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any business that stands even a South Korean cars 











Shooting stars slim chance of becoming a blue- 
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problems—too much debt, too much ca- 
pacity and too little discipline—are, in a 
nutshell, those of South Korea. 

On July 24th, bidding starts for Kia Mo- 
tors, the country’s third-largest car maker, 
which is being sold by the governmentafter 
going bankrupt. The outcome of the sale 
will determine the future structure of the 
industry. And the main expected bidders— 


done. He says: “There are no en- 
trenched players in this space. The ‘old’ me- 
dia are aware that the intelligence to 
exploit the Internet lies outside their orga- 
nisations and are standing back waiting to 
see what happens. Broadcast.com is well- 
positioned to be a service intermediary for 
those companies and for other content 
owners.” Persuaded? 


market value of $8.7 billion. 

The truth is that despite the constant 
hyping of the Internet, there are still rela- 
tively few companies that could be de- 
scribed as pure Internet plays—only ten or 
so have gone public this year. Given the 
cash that is pouring into mutual funds and 
the enthusiasm for what the Internet repre- 








sents, there is a wall of money ready to hit 


one foreign and three South Korean firms— 





The Himalayas’ open skies 


KATHMANDU 


j Sie years ago, flying in Nepal was a 
lottery. With only a handful of aircraft 
serving domestic routes, passengers far 
outnumbered available seats. The only 
operator, state-run Royal Nepal Airlines, 
was plagued with delays and cancella- 
tions; locals or tourists who wanted to be 
sure of a seat had either to bribe or to 
threaten airline officials. 

Since 1992, however, the 
Himalayan kingdom's er- 
ratic policy of economic lib- 
eralisation has had one no- 
table success. It has opened 
up the mountain skies to a 
host of young airlines. To- 
day Nepal has over a dozen, 
and another 12 have applied 
for licences. Kathmandu’s 
small domestic airstrip is 
nowadays jostling with Chi- 
nese y-12s, German Dor- 
niers, French  Ecureuils, 
American Raytheon Beaches 
and Russian MI-17s. 

In a country with 18 ofits 
75 districts not connected by 
roads, flying is not a luxury. 
Larger aircraft transport everything—peo- 
ple, food and construction materials- 
while smaller ones ferry people and sup- 
plies to remote Short Take-off and Land- 
ing (sTOL) airstrips carved out of rocky 
mountainsides, and to tourist spots in the 
foothills. In regions inaccessible to fixed- 
wing aircraft, helicopters take over. Ne- 
pal’s civil aviation authority has ap- 
proved 97 landing and take-off sites for 
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helicopters. 

“Our policy is more liberal than most 
countries in this region,” says an official 
at the Department of Civil Aviation. “Our 
reason for opening the skies is economic. 
It is cheaper to develop air transport to re- 
mote, geologically unstable areas, than to 
build and maintain roads.” The number 





Just enough room for a landing strip 


of domestic passengers has doubled since 
1991, and more food and other supplies 
are reaching remote mountain villages. 
Peregulation has worked particularly 
well for Necon Air, a five-year-old com- 
pany with an annual turnover of $10m 
and the biggest market share. Necon flies 
a fleet of four Hs-748s and two Cessnas, 
and claims to be carrying roughly half of 
the 500,000 passengers who fly within 





Nepal each year. It is about to begin inter- 
national flights—to two Indian cities in 
the first instance. 

But not all the new independent air- 
lines have found the going easy. Two com- 
panies started at the same time as Necon 
five years ago are close to folding. And the 
government still finds it hard to keep its 
hands off the industry. It fixes upper and 
lower limits to fares, within which air- 
lines are expected to compete. Aviation 
authorities say this helps to ensure that 
airlines meet minimum lev- 
els of passenger service. But 
Anoop Rana, chairman of 
Necon Air, complains: “The 
pricing structure is a hang- 
over of the old times. I don’t 
understand why they don’t 
leave it to the market.” 

Nepal’s unstable poli- 
tics—it now has its fifth gov- 
ernment in three-and-a-half 
years—makes it likely that 
the airlines’ future will be at 
best turbulent. There are un- 
explained delays in licens- 
ing new operators, and po- 
litical connections still seem 
to influence who gets li- 
cences and how faste “We 
don’t know what turn policy 
could take,” says Mr Rana. 

One hint of problems ahead comes 
from Kishor Kumar Gurugharana, a for- 
mer member of the National Planning 
Commission, Nepal’s top policy think- 
tank. He claims that the airlines are form- 
ing a kind of cartel and “have divided the 
market among themselves to avoid com- 
petition.” That used to be the govern- 
ment’s prerogative. 
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have already shown their hands. 

Hyundai Motor and Daewoo Motor, 
which sharée:some. 80% of South Korea’s 
market, want to-split Kia and its commer- 
cial-vehicle subsidiary, Asia Motors, be- 
tween them. This is mainly to keep the 
firms out of the hands of others, such as the 
local-upstart Samsung which, in an inop- 
portune display of hubris, launched its ex- 
pansion into the car market only this year. 

“Samsung wants Kia to reach the critical 
mass it needs to stay alive. And Ford, which 
along with its subsidiary Mazda already 
owns nearly 17% of Kia, wants the rest of the 
company in order to use its factories as an 
Asian production base. 

In terms of finance Ford is by far the 
strongest bidder. The government is keen 
to see bidders pay cash for Kia, and few 
firms.can touch the deep pockets of Ameri- 
ca’s second-biggest car maker. Ford is.reck- 
oned to be willing to spend $500m on Kia 
and is keen because it needs more small 
cars. A South Korean production base 
could also help it to sell more to the Chi- 
nese. Ford has less need for Asia Motors, 
but Scania of Sweden might be interested if 
the price is right. 

Daewoo and Hyundai have the advan- 
tage of the nationalist card (no small thing 
in this xenophobic nation), but their bal- 
ance sheets will count against them. In De- 
cember Daewoo's debts stood at 7.4 trillion 
won ($5 billion), or 21 times its equity. On 
top of that, it assumed an additional 1.7 tril- 
lion won of debt when it took over 
Ssangyong Motor early this year. Hyundai 
Motor’s debt burden (five times its equity) 
is less heavy, but the company recorded a 
net loss of 28.8 billion won last year. Either 
firm would find it hard to raise enough 
fresh capital to take over Kia. 

Moreover, the future looks bleak for 
both firms. Car sales have plummeted in 
South Korea this year (see chart), and 
Daewoo and Hyundai are now using less 
than 40% of their production capacity. 
Prospects for next year, when import re- 
strictions will be lifted, allowing Japanese 
producers to start exporting cars to the 











country, are no brighter. 

Both firms plan to lay off thousands of 
workers, which prompted the trade unions 
to protest vociferously this week. Buying 
Kia mainly to shut down its factories would 
help ease the capacity glut, but would fur- 
ther infuriate the unions—something the 
government can ill afford. On the other 
hand, keeping Kia’s workers on even as the 
other two firms lay off their own employees 
could turn strikes into riots. 

Samsung is the wild card. Its entry into 
the car market in March, in the midst of the 
country’s financial crisis, has cost it dear. 
Car making was a dream of its founder, 
and his sons could not bear to abandon it 
despite the awful economic conditions. At 
the moment Samsung is manufacturing 
Nissan-designed cars, but to achieve the 
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necessary economies of scale {it has talked 
of 500,000 cars a year) it needs not only.ad- 
ditional investment but also technology, 
Kia, with its own models and technology, 
looks a reasonable fit. 

Some analysts believe that Samsung is 
looking for a graceful way to bow out of the 
car business. One possible move would be 
to swap its plant for another conglomer 
ates semiconductor operationsSam- 
sung’s strength. The government encour- 
ages swap deals designed to restructure 
shaky conglomerates, and with Kia’s tech- 
nology added, Samsung's. car operations 
might become attractive. 

The winning strategy may be decided 
by how much the government is willing to 
tilt the playing field; and in particular by © 
what it does with the Kia group's $u billion 






















| Sticky label? 


DETROIT AND NEW YORK 


| JN THE 1960s America’s car makers 
| A were so busy adding ever more horse- 
| power and chrome that they barely no- 
| ticed the first slightly flimsy Japanese 
"cars arriving in California. Now the car 
industry is so absorbed by General Mo- 
| tors’ struggle with the United Auto Work- 
| ers that it may have missed another land- 
| mark of sorts: the first serious hint that 
| retailers might sell private-label cars. 
On July zast the Wall Street journal 
ran a short story on its inside pages sug- 
gesting that Wayne Huizenga’s Auto- 
Nation, the country’s biggest car retailer, 
was considering offering an own-label 
car. Mr Huizenga, who has already made 
two fortunes by shaking up video shops 
and the waste-management industry, in- 
stantly claimed his remarks were taken 
out of context. Yes, the idea had cropped 
up in discussions with car makers, but 
only in the most speculative sort of way. 
AutoNation, one of a new generation of 
| car retailers with huge lots and fixed 
prices, is concentrating on making 
money; private-label cars are not even 
“on the radar screen”. 

In one way Mr Huizenga’s denial 
makes sense. AutoNation, which sells 
barely 1% of America’s cars, probably 
does not want to annoy Detroit just yet. 
The car industry is also wrapped up in 
` regulation. And many of the firms that 
might be keenest to sell their cars under 
an AutoNation brand—such as Sputh 
Korea’s Kia—are among the weakest in 
terms of quality, not the sort of thing an 
aspiring supermarket such as Auto- 
Nation needs. 

On the other hand, any aspiring su- 
permarket these days could do with 
own-label goods of some sort. And there 
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are plenty of manufacturers that might- 
oblige. The car industry is awash with ex- 
cess capacity, and it is also desperate to 
find some way to reduce marketing and 
distribution costs, which typically ac- 
count for 20-30% of a car's sticker price. 

General Motors once flirted with the 
idea of selling cars through department 
stores like Sears, Roebuck. Car supermar- 
kets such as AutoNation are rather differ- 
ent. And in most other industries, retail- 
ers have more clout than manufacturers, 
Nevertheless, some car makers might 
now be prepared to let dealers customise 
their brands, adding extra features. There 
are also signs that the traditional barriers 
within the industry are breaking down. | 
Big parts makers, such as Magna,aCana- | 
dian firm, have explored the idea of | 
building their own cars. And Valmet, a | 
Finnish paper company, assembles the _ 





Boxster car for Porsche. yia 

in short, this week’s small exercise in 
kite flying, if that is what it was, is more 
evidence that the car is slowly becoming 
much like other consumer goods. It may 
be some time before you buy a car with a 
retailer's label on it. But the idea has ar- 
rived. Just like those Japanese cars that 
once sneaked quietly into California. 
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of debt, $3 billion bigger than the value of 
its assets. On July 27th, it will reveal how 
much of that liability it is willing to absorb 


for the sake of a deal. If the government 
refuses to shoulder a lot of Kia’s debt, Ford 





has the advantage. If it caves in to national- 
ist feelings, Hyundai and Daewoo have the 
edge. The decision will show just how seri- 
ous about industrial reform President 
Kim’s government is. 

m 





“Indian petrochemicals 


HAZIRA AND MUMBAI 


Reliance on the wrong strategy 


< Reliance, India’s largest private-sector firm, could be a world-class player—if 


only it abandoned its political cronies 


VEN as its rivals have been battered by 
the cyclical downturn in petrochemi- 
cals and by Asia’s financial troubles, Reli- 
ance has gone from strength to strength. On 
July 2ist it announced its latest quarterly re- 
sults: a robust 18% rise in net profits and a 
` 37% rise in sales over the same period a year 


earlier. Average annual growth in the firm’s 


`: sales since it went public 20 years ago has 
been over 25%. 
© ‘The way in which Reliance has 
“vachieved such results is, however, rather 
- less impressive. Its success has arisen 
< largely from its iron grip on its home mar- 
“ket; source of 95% of its revenues—a grip 
‘that it retains in part through close links 
¿>with Indian politicians. 
From its very beginning, Dhirubhai 
Ambani, the firm’s founder, wooed politi- 
cians to secure the licences he needed to ex- 
pand his business from a small textile con- 
cern into a big petrochemical one. Many 
analysts suggest that the Ambani family 
(Dhirubhai’s sons Mukesh and Anil, who 
attended American business schools, run 
most things today) has advanced largely 
-thanks to such contacts. “The first call the 
mandarins in Delhi make after every cabi- 
net meeting is to Reliance,” claims one. 
The firm has benefited from a curiously 
favourable regulatory regime. For example, 
it pays very little income tax (1997 was the 
first year in which it paid any). The firm has 


also long benefited from the Indian struc- 


ture of import duties. 

If Reliance owed its success only to such 
factors, it would be just another oligopolist 
using influence to compensate for ineffi- 
ciency. These are, sadly, all too common in 
India. Shumeet Banerji of Booz, Allen & 
Hamilton, a consultancy, calls India “the 
Galapagos of capitalism”, populated by 
strangely mutated firms that have adapted 
to the whims of the “Licence Raj’, and 
could never survive in an open economy. 
But Reliance is more than that. The 
Ambanis have in fact built a thoroughly 
modern, efficient business. 

A visit to Hazira, a parched corner of 
north-western India, tells the tale more elo- 
quently than any earnings report. The first 
thing you notice walking round. the Reli- 


ance site there is how spotless it is: no rub- 
bish or legions of people hanging about. 
You might be in Switzerland or Delaware; 
not perhaps surprising, since the equip- 
ment is all the latest stuff. 

In another part of the complex you see 
fine polyster yarn for weaving into fabrics 
like sarees. But do not touch: the yarn is so 
delicate that it is packaged by robots that 
whistle “Zip-A-Dee-Doo-Dah” as they zoom 
around doing the work of 700 men. 

Even more striking are the attitudes at 
Hazira. Reliance dared to build in this 










SENG 


Well spun - 


Reliance, rupee no e 








o 








S : Financial years ending March 
Source: Goldman Sachs” eee. Sees) 





dusty town what was at its inception the 
world’s largest ethylene “cracker”. Despite 
widespread scepticism, boasts the site 
manager, it did so in record time. Every 
other employee seems to speak earnestly 
about how his job is “benchmarked to the 
world’s best”. 

It is this pursuit of world standards, not 
merely those good enough for the cosy local 
market, that sets Reliance apart from the 
flaccid family empires that still dominate 
Indian business. A recent study of competi- 
tiveness by Arthur D. Little, a consultancy, 
ranks Reliance as the most competitive 
firm in India and among the top ten in 
Asia. Paul Bernard of Goldman Sachs, an 
investment bank, thinks that it is the most 
competitive petrochemicals firm in Asia. 

Mr Ambani had the insight to realise 


that a firm which helped to foster India’s 
then puny petrochemicals market could 
come to dominate it. In the 1980s, for exam- 
ple, he built a polyester plant with an an- 
nual capacity of 40,000 tons at a time 
when that was equivalent to India’s entire 
annual consumption. He integrated back- 
wards from textiles to: synthetic fibres to 
petrochemicals themselves. Now Reliance 
is going further upstream: it is building a 
massive new refinery in india, and it is ex- 
ploring for oil. : 2 

Another consideration is the skill with: 
which the company manages its finances. 
Mr Ambani, often spurned by banks when 
young, was one of the first Indian industri- 
alists to turn to small investors for funds. 
The initial flotation of Reliance, and its rise 
to a capitalisation of over $3 billion today, 
have made him the hero of millions of 
small shareholders. 


Dynastic difference 


It is curious that Reliance should be so well- 
run, given that it need not be. Part of the 
explanation lies in the fact that the Amban- 
is are not like other established dynasties. 
Dhirubhai Ambani started out as a lowly 
yarn trader, and through decades of hard 
work forged his empire. His sons still work 
12-14 hours a day, including weekends. Un- 
like many family firms, they have an experi- 
enced and long-serving team of profes- 
sional managers: over 10% have worked 
overseas, and half have worked outside the 
firm. Reliance pays well (and, unusually for 
India, poaches from rival firms). 

In other words, Reliarice has what it 
takes to be a world-class player. Yet ask the 
Ambanis about their ambitions and they 
do not once stray from their home turf. 
Mukesh Ambani talks grandly of his “end- 
game” of turning Reliance into an “Indian 
energy major”. He has new ventures in oil, 
telecommunications and power genera- 
tion, and hopes to expand into roads, ports 
and other infrastructure. The only com- 
mon thread, argues Manoj Badale of Moni- 
tor, an American consultant who knows 
the firm well, isa focus on capital-intensive 
industries in which success turns on: the 
ability to get round regulators—and that, it 
seems, is what the Ambanis reckon is = 
Reliance’s core competence. o =.. 

That is a pity, and it may turn out to be. 
bad news for Reliance. As India’s petro- 
chemicals sector liberalises—high tariffs 
and other trade barriers have been falling 
slowly, prodded by commitments to the 
wro—the day will come when Reliance 
must face foreign rivals on something re- 
sembling a level playing-field. Remaining 
ensconced in India may provide a few 
more years of fat profits such as those an- 
nounced this week. But it may not help to: . 
prepare Reliance for a more serious end- 
game: unfettered global competition. 
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One-and-a-half Nelson 


Cross-selling is much talked about but little practised. Marilyn Carlson Nelson intends 
to do more of it than most 


Aray a modest island in the Carib- 
bean, is having a 500th birthday party 
next year. Hordes of dignitaries are flying in 
for a year-long bash to celebrate the anniver- 
sary of Aruba’s “discovery”. Behind it all is 
the invisible hand of Carlson Companies, 
one of the world’s biggest marketing and 
travel groups. Carlson’s marketing arm is 
planning the event for Aruba’s government. 
| Most visitors will arrive courtesy of 
Carlson’s travel agents. Many will stay in 
Carlson’s Radisson hotel. And others will 
soak up the sun on one of Carlson’s new five- 
| star luxury cruise ships. 

Such integrated cross-selling is rare. But 
| although it is devilishly hard to achieve, it is 
potentially hugely profitable. Turning the 
| concept into a reality is how Marilyn Carl- 
| son Nelson, new chief executive of Carlson 
Companies, hopes to make her mark. 

Ms Nelson starts with some advantages. The company she 
has taken control of, at the age of 58, has marketing in its veins. 
Her father, Curtis Carlson—84 and still chairman—founded the 
business in 1938 to sell trading stamps, the genesis of today’s 
customer-loyalty schemes. From these humble beginnings, 
Carlson has grown into one of America’s biggest private groups, 
| spanning travel agencies, hotels and restaurants, with an annual 
turnover of $10.6 billion (rising to over $20 billion when franchi- 
sees’ sales are included). 
| Through Carlson Wagonlit, the group is one of the world’s 

biggest corporate travel managers, looking after companies like 
General Electric and Coca-Cola. It also owns Regent and 
Radisson hotels, several cruise ships and the Tat Friday restau- 
rant brand. Marketing, though, is what Carlson is really about. It 
runs some of the industry's best-regarded customer-loyalty 
| schemes, including British Airways’ frequent-flyer programme. 
Carlson is also one of the few companies that manage employee- 
loyalty schemes. At State Farm, a car insurer, it has helped to 
persuade the company’s agents to stay for an average of 13 years, 
double the industry norm. 

As Carlson has grown into a sprawling empire, there has 
been little pressure for its various divisions to talk to each other. 
Until recently the company had two dozen different e-mail sys- 
tems. It readily admits to using so many accounting applica- 
tions that it has little clue how profitable its 





Since she has inherited her father’s 
Swedish work ethic, and has a charm all of 
her own, she is also popular with her troops. 
On a recent cruise evening in Manhattan 
harbour, the shoeless Ms Nelson clambered 
up ona bench and treated her staff toa lusty, 
albeit brief rendition of an old Swedish 
drinking song. 

Her European roots bring other benefits. 


mitted francophile—she was educated at the 
Sorbonne and called her two pet birds “Cor- 
don” and “Bleu”—helped to persuade Jean- 


France’s Accor, to merge his Wagonlit corpo- 
rate travel business with Carlson’s own. 
Yet sitting in her Minneapolis office, 


Carlson does marketing for the city of Stock- | 
holm. And Ms Nelson’s credentials asacom- | 


Marc Espalioux, the aristocratic chairman of | 


dressed in a black 1980s power suit, Ms Nel- | 


son looks every bit the thrusting business ex- | 


ecutive. For all her manners, she can beas persistent as the best of 


them: she lobbied America’s National Football League for a de- | 


cade before it at last agreed to stage the Superbowl in the cold 
wastes of Minnesota. 


Private practices 

Carlson’s family ownership and the long domination by its 
founder has fostered a close-knit, loyal atmosphere. At times, 
however, it can become stifling: employees are welcomed each 
morning by a live pianist, and the lobby is presided over by a 
life-size bronze of Mr Carlson. The statue’s outstretched hand is 
worn from being shaken. By grateful staff? 


As a private company, however, Carlson has the scope to fo- | 


cus on building long-term customer relationships. This could be 
an advantage when it comes to cross-selling. According to Fred- 
erick Reichheld of Bain, a management consultancy, most cross- 
selling fails because companies, thinking only of the next bot- 
tom line, try to sell customers the highest-margin product rather 
than the most appropriate one. 

The underlying assumption of Cendant, the latest troubled 





marketing empire—that its customers would buy any service | 


that it offered them—holds a warning. Misdirected yet aggressive 
marketing turns clients away in droves, says Susan Fournier of 
the Harvard Business School. And as scores of companies have 
found to their cost, winning a new client is 





blue-chip customers are; and no idea even 
about which of its divisions share the same 
customers. 

That these things are now changing is 
almost entirely down to Ms Nelson, who 
understands how to straddle different 
worlds. She is a female chief executive in a 
predominantly male environment; she is 
also the founder's daughter who has inher- 
ited her position and his connections. In 
May she took part in the annual weekend 
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get-together hosted by Bill Gates, ate 
Microsoft's chairman, for deemed-to-be- | "°°"? ® 
important chief executives. ce 


power 
Total revenues under Carlson brands 20 
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a lot more expensive than holding on to an 
existing one. 


b: : ° 
This is a point that Ms Nelson, a tireless | 


' | devotee of customer service, claims to have | 


taken to heart. “I would never put a cus- 
| tomerina Radisson hotel ifthat was not his 


first choice,” she says. With $150m of new | 


a technology in place, an investment that she 
has been championing, each division of the 
«| company will soon know far more about 


the likes and dislikes of every Carlson cus- | 


o|) tomer—down to the type of pillow that they 
prefer to sleep on. If she’s in town, Ms Nel- 
son may even rush over to fluff it up. 
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What about the others? 


LONDON, MILAN AND PARIS 


One proposal for a European stockmarket alliance has quickly prompted 
another. The first will be tricky enough; the second has little hope 


i Peete though the outburst may 
have been, there was no mistaking the 
genuinely hurt feelings. When Jean-Fran- 
çöis Théodore, president of the Société des 
Bourses Francaises, which owns the Paris 
stock and derivatives exchanges, described 
the proposed alliance between the London 
Stock Exchange and the Deutsche Börse in 
Frankfurt as treating the rest of Europe’s 
markets like second-class passengers, he 
spoke as a suitor spurned. A year into a dis- 
cussion of its. own market alliance with 
Frankfurt, the Paris bourse did not try to 
hide its upset. 

French financiers are particularly en- 
raged because it confirms their worst fears 
about Frankfurt entrenching its position, 
helped by the presence of the European 
Central Bank, as the single-currency-zone’s 
financial capital. What rankles the Pari- 
sians is not only that Frankfurt left them in 
the lurch, but also that it is asserting leader- 
ship of an enterprise that, as they see it, 
ought to be conducted in a more pan-Euro- 
pean manner. The Germans’ breezy offer to 
cut Paris in on the alliance as a junior part- 
ner, with a 20% stake against 40% each for 
Frankfurt and London, only aggravated the 
insult. 

Maddened as it is, the Paris exchange 
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also aims to get even. Besides the chiding, 
Mr Théodore proposed an alliance of his 
own this week, to link the French bourse 
with those of Milan, Madrid and the Bene- 
lux countries. America supports two big 
stockmarkets, he points out; surely Europe 
can do so too. What’s more, he reckons that 
his grouping, which has almost as large a 
market capitalisation as the Frankfurt-Lon- 
don duo, could be up and running more 
quickly. 

Stirring stuff—if only Mr Théodore’s 
comrades-in-arms were echoing him. They 
are not. The Zurich stock exchange, Eu- 
rope’s fourth-largest, may prefer to join up 
with London and Frankfurt, given that its 
derivatives exchange has completed a full 
merger with Germany’s. Stefano Preda, 
chairman of the Milan stock exchange, says 
he is not sure what the French mean by 
their alternative. The Amsterdam exchange 
has sounded a similarly cool note: a spokes- 
man says the Dutch do not want to be ased 
by Paris as a “negotiating tool”. Although it 
was as surprised as Paris by the announce- 
ment from London and Frankfurt, Amster- 
dam is as ready to consider joining them as 
linking with anyone else. 

What, then, to make of even headier talk 
in Paris about a possible transatlantic link? 








Nasdaq, America’s second-biggest stock- 
market, is unlikely to be interested in com- 
ing together with Paris at present, as it isin 
exploratory talks with Deutsche Börse. 
which runs Germany's stock and deriva- 
tives markets, The bigger New York Stock 
Exchange admits to talking to Paris abouta 
possible partnership, but says nothing is: 
likely to materialise soon. Besides, it has 
also talked to several other European ex- 
changes. It is unlikely to strike a deal that 
precludes a link with London or Frankfurt. 
Despite the mixed response to Mr Théo- 
dore’s proposal, the Frankfurt-London tie- 
up has indeed got others thinking about 
consolidation. Mr Preda is convinced that 
a pan-European market for trading shares 
is “inevitable”. Smaller markets in the rest 
of Europe, such as those in Scandinavia; 
have been putting out feelers to each other 
for some time: Stockholm already has a 
joint-membership agreement with Copen- 
hagen and harbours dreams of a pan-Nor- 
dic stock exchange with Denmark, Norway 
and Finland, 


The customer is right 


In the past, such talk did not go far—several . 
earlier alliances, including plans to link 
Paris and Frankfurt, have come to nothing. 
But prospects look brighter this time be 
cause the demand from exchange users for 
some kind of linkage is growing, as invest- 
ment banks and fund managers seek to 
lower the costs of share trading. Perfection, 
says banker after banker, would be:a single 
electronic system for dealing in all big Eu- 
ropean shares, backed up by a single system 
for settling their trades. Clients could then 
save the expense of membership of multi- 
ple exchanges and of complying with dif- 
fering rules, as well as reducing technologi- 
cal costs and allowing more efficient 
bundling of transactions, 

With the euro looming, investment 
banks have been urging clients to adjust the 
way they invest in Europe by organising 
their portfolios according to industrial sec- 
tors, rather than by countries. Exchanges 
that allow them to execute orders along 
similar lines—buying and selling a package 
of European telecoms shares at one stop, 
say, rather than weaving through different 
regulations and procedures in national 
markets—would save time and money. 
Monetary union intensifies this urge, and 
knocks away many obstacles to stock-ex- 
change consolidation. 

The worry outside Britain and Ger- 
many is that ifa London-Frankfurt axis suc-.- 
ceeds in its goal of attracting the top 300 
shares from all over the continent, that will - 


z 











as % of market 
apitalisation, 1997 














leave national exchanges with slim pick- 
ings indeed. If all Italian blue chips were to 
migrate, says Paolo Basilico, managing di- 
rector of spc Giubergia Warburg Sim, an 
Italian brokerage, Milan would be left with 


peanuts; a local market trading small 
stocks only is not big enough to survive. In 
several European countries, exchanges de- 
signed for smaller shares have made more 
progress than their bigger siblings towards 
alliances that allow customers to float 
across borders, through such pan-Euro- 
pean markets as Easdaq and Euro-NM. 

Yet it is not clear that liquidity in a 
share—the ready availability of sellers and 
buyers so that firms can trade whenever 
they want without moving prices unduly— 
will migrate as rapidly as some fear. Even 
when liquidity already exists in a single 
unified stock exchange, national advan- 
tages can draw business back to local mar- 
kets. Analysis by Jean Dermine, who 
teaches finance at INSEAD, a business 
school, shows that trading on the London 
exchange’s SEAQ International of shares in 
firms from other European countries fell 
sharply as rival exchanges introduced effi- 
cient, automated limit-order systems. In 





_ LIFFE alone 


INCE the London-Frankfurt stock- 
market link-up was unveiled, LIFFE, 
London’s futures exchange, has felt just 
as left out as have Europe’s other stock ex- 
changes. With his go-it-alone strategy in 
tatters, Daniel Hodson, LirFe’s chief ex- 
ecutive, quit on July 21st, as did Jack 
Wigglesworth, its chairman. Brian Wil- 
liamson, who ran LIFFE in the 1980s as a 
non-executive, is to return as a hands-on 
chairman. He will find his second spell 
in charge much harder than his first. 
Where once it stood aloof, LIFFE now 
| stands alone. Until recently, Europe's 
biggest derivatives exchange spurned 
links with its rivals, confident that the li- 
quidity of its trading floor gave it an un- 
assailable advantage. But now it is not so 
sniffy. LrrFe’s cheaper electronic rival, 
Germany's pts, which is owned by Deut- 
| sche Börse, has pinched much of its D- 
| mark business in the past year. It now 
| trades nearly as many contracts as LIFFE, 
| and has usurped its dominance of Eu- 
rope’s benchmark bond contract, the 
| German bund future. The ptB may be 
“| about to steal even more of 
| Lirre’s trade. If the London- 
| Frankfurt union succeeds, 
dealers will eventually be able 
to trade European shares and 
futures from a single DTB 
screen anywhere in the world. 
Mr Williamson will no 
doubt try to speed up the intro- 
duction of LIFFEs new elec- 
tronic trading system, due to 
go online next summer. He 
may also be keener to explore 


alliances with other exchanges. But find- 
ing partners that boost trade in LIFFE’s 
products will be “extraordinarily diffi- 
cult”, says Benn Steil of the Royal Insti- 
tute of International Affairs. 

One obvious partner, the London 
Stock Exchange itself, dismisses talk of 
an alliance with irre. It is unlikely to 
change its mind, since it is now allied, 
via Frankfurt, to the prs. An alliance 
with Paris's MATIF is equally improb- 
able. Although the Société des Bourses 
Francaises is miffed at being left out of 
the London-Frankfurt axis, MATIF, which 
it owns, has long had its own links with 
the prs. Farther afield, America’s big fu- 
tures exchanges are already tied, the Chi- 
cago Board of Trade loosely to the DTB 
and the Chicago Mercantile Exchange 
more tightly to MATIF. 

So what can LIFFE do? Mr William- 
son will not rule anything out, including 
a link-up with the prs. On July 22nd, 
Rolf Breuer, Deutsche Borse’s chairman, 
said such an alliance would make sense. 
That may be LiFFE’s only salvation. 
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1992, some 50% of the volume of trading in 
Italian shares listed on SEAQ took place in 
London; by 1995 the figure had fallen to 
28%. Trading in German shares on SEAQ 
fell from 13% to 8% over the same period. 

For all the coming of the euro, more- 
over, this month’s events are evidence that 
stock-exchange mergers, however amena- 
ble to elegant theorising about efficiency, 
depend equally on the unstable combina- 
tion of prickly egos and thin skins. Mr 
Théodore is right to regard the Frankfurt 
surprise as a snub, even if, as German bank- 
ers hinted, marriage talks between Paris 
and Frankfurt were going nowhere. 

Be that as it may, the London and 
Frankfurt exchanges will have pulled off a 
great coup if they. make their alliance 
work—still a big if And unless the Paris 
bourse can persuade the Dutch, Italians 
and others of the merits of a rival European. 
alliance—something it has so far failed to 
do—the French will be left with no choice 
but to join their British. and German coun- 
terparts as lesser partners. Those French fi- 
nanciers looking for equal status must 
hope that politics will play as big a part as 
market forces in the haggling to come. 
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Russian trade 


New customs 


MOSCOW 


NE irony of Russia’s summer crisis i$ 
that market panic threatened to 
sweep away a government that had finally 
acquired some officials of real calibre. One 
such is Boris Fedorov, a pugnacious econo- 
mist, who runs tax collection. Another, out- 
wardly more cultivated but equally steely, 
is the new head of the State Customs Ser- 
vice, Valery Draganov. 

The state has traditionally seen customs 
as a cash cow that provides “every fourth 
rouble” to the budget; last year it raised the 
equivalent of $11 billion, a product of a 
maximum import tariff of 30%. But the cus- 
toms service is also one of Russia's most 
crooked organisations, with most of the 
56,000 officials monitoring. the world’s 
longest border either prone to petty corrup- 
tion or under the thumb of mafia gangs. 

Mr Draganov’s none-too-easy mandate 
is to raise revenues to 72 billion roubles 
($12 billion) for 1998, even while lowering 
import barriers in line with wro recom- 
mendations—despite the government's de- 
cision this week to slap an extra “tempo 
rary” import duty of 3% on all goods in. an 
attempt to balance its budget. He has pub- 
licly embarked on: a course that is risky, 
some would say foolhardy: to clean up the 
corruption in the service, to bring down 
tariffs and to boost compliance rates. 

The new customs chiefhas a reputation 
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Draganov and friend 


for bravery. As deputy head he battled val- 
iantly against the use of the breakaway re- 
public of Chechnya as a smugglers’ haven. 
On becoming chief in May he immediately 
stepped into a row between Russian maga- 
zine editors and three of his deputies, who 
were detaining consignments of publica- 
tions at the border. Unusually, Mr 
Draganov backed the editors against the 
bureaucrats and recommended the three 
be sacked. “The level of corruption is very 
high,” he concedes. In the past two months 
1,500 officers have been relieved of their 
posts; many more will go. 

The next step is to move against entire 
regions that have been given customs ex- 
emptions and thus become smugglers’ 
zones, such as the enclave of Kaliningrad 
on the Baltic Sea. Kaliningrad has become a 
conduit for a lucrative trade in smuggled 
foreign-made cars. Foreign cars coming 
into Russia have been heavily taxed to stim- 
ulate domestic car manufacture; the com- 
bined weight of import duties, excise and 
value-added tax can reach 70% of a cars 
value. So a lot of cars simply vanish. The 
Swedish government says, for example, 
that it exported 5,067 Saabs and Volvos to 
Russia last year; official Russian customs 
figures record the import of only 3,983 cars. 

As a result of this thieving, the customs 
chief says drily, “domestic cars have not be- 
come any better”. He wants to cut duties on 
imported cars by half, which could double 
the revenue from the trade—ifhe can see off 
lobbyfng from the well-connected makers 
of Volgas and Ladas. 

Even if Mr Draganov can win that bat- 
tle, he is likely to have a tougher time re- 
making the image of Russia’s customs offi- 
cials. “Soon I hope you will see smiling 
customs officers, who speak three lan- 
guages, who look very pleasant, who do 
their work unaggressively, so you don't feel 
it,” he says. To anyone who has suffered the 
surliness of officials at the Russian border 
that is a radical programme indeed. 
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Indian bonds 


Calling all 
patriots 


MUMBAI 


| Sane with a slowdown in foreign in- 
vestment this year, the Indian govern- 
ment is counting on a surge of patriotism to 
bring in dollars. From next month it will 
sell foreign-currency bonds—optimisti- 
cally named Resurgent India Bonds—to In- 
dians living abroad. For in- 
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couraging one. In 1991 the Indian govern- 
ment sold similar bonds to expatriates to 
claw its way out of a balance-of-payments 
crisis. The five-year bonds, called India 
Development Bonds, came with insurance 
against exchange-rate risk and promises 
not to scrutinise the source of the invest- 
ment. A large part of the $1.6 billion in- 
vested in the paper came from money 
stashed abroad. Last year the central bank 
had to fork out exchange losses of around 
$447m on the issue, as the rupee had depre- 
ciated by 32% against the dollar since the 
bonds were sold. 

Indian officials speak ad- 





vestors, the five-year bonds 
have the merit of avoiding 
any exchange risk. But since 
the Indian currency has de- 
preciated by over 35% in the 
past five years, and 19% in the 
past year alone, the govern- 
ment risks eventually having 
to pay heavily in exchange- 
rate losses. Patriotism appar- 
ently does not come cheap. 

The government has little 
choice, however. A slackening 
economy and worsening 
trade balance have damp- 
ened hopes of sustaining foreign invest- 
ment at last year’s $4.7 billion. A sovereign 
downgrade last month by Moody’s, a 
credit-rating agency, has made foreign-cur- 
rency loans expensive. And foreign portfo- 
lio investors have turned net sellers of In- 
dian shares this year. 

The government hopes to sell around 
$2 billion of bonds to expatriates. But how 
much of this will be new investment is un- 
clear. Bankers expect a part of the $8.4 bil- 
lion that expatriates hold in foreign-ex- 
change deposits in India, as well as some of 
their annual remittances of $9 billion, to 
flow into the new bonds, which are exempt 
from Indian wealth and income taxes. 

There is a precedent, but it is not an en- 











Cash cows are rarer 





miringly of investments in 
China by the overseas Chi- 
nese. But they miss the point 
that a booming economy, not 
woolly patriotism, brought in 
those dollars. In contrast, a£ 
ter six years of economic re- 
form in India, expatriates’ in- 
vestment in local markets 
and businesses remains tiny. 
Portfolio investment and for- 
eign direct investment by In- 
dians abroad has tailed off 
sharply since 1996 (see chart). 
Only when the government 
convinces them that it has set the economy 
on a course of long-term growth will it be 
able to lure their dollars back home with- 
out having to bribe them. The “Hindu rate 
of growth” will not suffice. 





Poland's stockmarket 


A dose of 
discipline 


SK Piotr Mroczkowski, the finance di- 
rector of Poland’s Elektrim trading 
conglomerate, about his company’s rapid 
diversification since the early 1990s and he 
flatly refuses to answer. It is exactly this sort 
of attitude that has made foreign investors 
wary of buying into companies in Eastern 
Europe. But Mr Mroczkowski’s obstructive- 
ness disguises a more encouraging trend in 
Poland. The Polish stockmarket is starting 
to force its biggest companies to listen to 
the concerns of their investors. Even 
though Mr Mroczkowski may not like un- 
comfortable questions, his firm, a commu- 
nist-era trading company that diversified 
into manufacturing when it lost its trading 
monopoly, has now promised to concen- 
trate on four core businesses and to sell the 
remainder. 

When communism imploded, Elek- 
trim faced obsolescence, as its Polish cus- 
tomers could suddenly sell goods abroad 
without a middleman. So it used the cash it 
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had amassed from selling to the West to 
buy stakes in more than 100 companies in 
industries that range from banking to tele- 
communications and  food-processing. 
Other trading companies, such as 
Mostostal Export, soon followed suit; by 
the mid-1990s Poland had several sprawl- 
ing, home-grown conglomerates. For the 
sake of size, these corporate giants held on 
to many companies that were losing oodles 
of money. 

Now, under pressure from the stock- 
market to care more about profitability, 
they are changing their ways. Mostostal Ex- 
port's shares are valued at seven times earn- 
ings, less than half the norm for Polish com- 
panies in similar industries. To remedy this 
underperformance, it has decided to con- 
centrate on the construction business. That 
means offloading companies in other in- 
dustries, such as Zamet, a mining-equip- 
ment firm whose sales shrank by nearly 
40% last year. In the past six months 
Mostostal has listed five of its holdings on 
the stock exchange as a prelude towards 
selling them. 

Mostostal and Elektrim are not alone in 
being forced by the market to pare back. In 
1990 Agros Holding, another conglomer- 
ate, set up wholesale and retail chains to 
sell food products around Poland. In 1994 
and 1995 its slapdash retail operations 
made heavy losses. Unnerved by the subse- 
quent slump in its share price, Agros sold 
them. The shares duly doubled in price, 
making it easier for the company to list sev- 
eral subsidiaries and to raise new capital. 

The new-found power of the market is 
partly down to Poland’s early adoption of 
tough stock-exchange regulation. If compa- 
nies want to be listed in Poland, they must 
provide monthly accounts and keep inves- 
tors informed of all their important activi- 
ties. Those that do not can be—and often 
are—fined or even delisted. 

When the exchange opened in 1991, 
many said this tough regime was a mistake: 
most companies would find a stockmarket 
listing impossible, they feared, and the 
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country would be robbed of much-needed 
investment. They were wrong. Today, al- 
most 200 companies are listed on the War- 
saw market, and the forthcoming privatisa- 
tion of local giants such as TPA, the former 
telephone monopoly, should help to more 
than double the market's overall capitalisa- 
tion, currently 42 billion zlotys ($12 bil- 
lion), over the next year. 

Transparency has helped the Warsaw 
bourse to attract both foreign and local in- 
vestors in large numbers. Foreigners are re- 
assured by its firm regulation. Many have 
poured money into Poland after giving up 
on the notoriously opaque and poorly reg- 


ulated Czech and Slovak stockmarkets. 
And Poles also trust the exchange, contrib- 
uting over half of its investment so far. 

This helps make the stockmarket rela- 
tively stable compared with those in other 
East European countries, such as Romania, 
that are dominated by short-term, specula- 
tive foreign cash. The Warsaw stock ex- 
change has gained around 20% in value so 
far this year, while most other emerging 
markets have lost ground. With once-unac- 
countable companies beginning to care 
what stockmarket investors think, it has 
also gained a name for providing much- 
needed corporate discipline. 


iin —_ ———— 





Mexico’s bank rescue 


No end to the burden? 


MEXICO CITY 





An expensive bank bail-out has become Mexico’s biggest scandal, but the 


wrong lessons are being drawn 


BANKING expert recently observed 
that there is nothing like a good finan- 
cial crisis “to ignite the engine and to un- 
dertake serious banking reforms”. So far, 
though, the Mexican banking crisis that 
erupted in 1995 has mostly ignited a furi- 
ous argument over who, now that the cost is 
being totted up, should pay—and whom to 
blame. Meanwhile the bigger issue of how 
to prevent the same thing happening again 
is being ignored. And if one thing is clear 
amid the mud-slinging, it is that Mexico's 
bankifg mess is far from being resolved. 
At the centre of the argument is the gov- 
ernment agency charged with the clean-up, 
known as Fobaproa. When the Mexican 
peso collapsed in December 1994, interest 
rates shot up, many people who had bor- 
rowed money found they could not repay 
it,and the banks that had lent to them faced 


ruin. Worried that bank closures would 
spark a systemic collapse, the government 
tried a hotch-potch of schemes. Fobaproa 
lent some banks emergency cash, helped 
others to restructure loans and helped debt- 
ors to repay. It also bought up banks’ past- 
due loans, paying with “zero-coupon” 
bonds that repaid principal and interest af- 
ter ten years. The weakest banks had all 
their bad loans transferred to Fobaproa. 
To date Fobaproa has “spent” some 580 
billion pesos ($65 billion) on bad loans, 
dwarfing the cost of all its other schemes. 
Now fairly confident that there will be no 
more, the government wants to turn this 
debt into regular government bonds, 
which pay annual interest, can be traded— 
and show up as a cost in the budget. The 
banks could use these to raise cash, and the 
government could restructure its debt over 
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a long period instead of paying it back over 
a couple of years. 
The trouble is that a significant chunk 
< of what Fobaproa bought is accounted for 
by a few big loans, and many of the bank 
deposits it guaranteed belong to a few big 
names. Taxpayers, scream the opposition, 
are being asked to bail out the rich. Worse, 
they will be paying for fraud. At least three 
bank owners—two of them still at liberty— 
lent billions of pesos, without collateral, to 
each other, to business pals, to family mem- 
bers and even to themselves. Yet Fobaproa 
had to pick up these loans too. 

Why not just seize and sell the assets 
that secured the loans—those that were se- 
cured, anyway--and recoup the money? 
Unfortunately, Fobaproa has discovered 
that the assets would cover only about 30% 
of the total debt. It has not helped that the 
agency, modelled on America’s Resolution 
Trust Corporation, has sold off almost 
none of its assets. 

Not surprisingly, the two main opposi- 
tion parties, which won the lower house of 
Congress last year for the first time in seven 
decades, are making a huge political fuss. 
The left-wing Party of the Democratic Revo- 
lution (PRD) says it will not approve the 
conversion of Fobaproa debt into public 
debt, and is planning a national survey of 
voters’ opinions. Congressional hearings 
are planned, to try to apportion blame for 
the fiasco. That will not be simple. 
Milking it 
To understand why, go back 16 years. In 
1982 Mexico’s private banks were national- 
ised, as scapegoats for a failing economic 
policy. For nearly a decade the government 
was their owner, and their biggest customer 
for loans. Not surprisingly, supervision 
grew fax. In 1991 the banks went back on 
the block. The successful suitors were not 
experienced bankers, but risk-loving busi- 
nessmen and stockbrokers who had got 
rich during the 1980s. 

To recoup some of their investment, the 
banks’ new owners began to lend lots of 
money—at its peak, credit grew about five 
times as fast as GDP. The lending was often 
careless (the government guarantee of vir- 
tually all deposits gave banks more incen- 
tive to be reckless). They made loans against 
assets that were worth less than had been 
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claimed, or that did not even exist. Mean- 
while Mexicans, starved of credit for years, 
borrowed with wild abandon. The com- 
bination of imprudent lenders, inexperi- 
enced borrowers, weak supervision and a 
booming economy proved fatal. By the end 
of 1993, banks were carrying, on average, 
three times the proportion of past-due 
loans that they had at privatisation. 

When the peso crisis hit, therefore, his- 
tory had already ensured that the cost of 
rescuing the banks would be enormous. 
Several other things made it even bigger. 
Foreign banks were not, at first, allowed to 
take majority stakes in Mexican banks, de- 
laying management clear-outs. Millions of 
small borrowers mobilised into debtors’ 
associations and refused to pay as a matter 
of principle. As inflation shot up, mortgage 
borrowers were allowed to repay interest at 
old rates, and banks were told to capitalise 
the difference. This merely stored up trou- 
ble for later. 

But perhaps the worst problem was that 
under Mexican bankruptcy law it was, and 
is, extremely difficult and time-consuming 
to seize a debtor's assets, making a mockery 
of the idea that those assets had “secured” 
the loan. A businessman who put up his 
firm as collateral, for instance, could easily 
squeeze the value out of it while waiting for 
a court case. And under pressure to keep 
banks afloat, Fobaproa did not have the 
time, or the inclination, to look into the 





| The nanny bubble 


| LAN GREENSPAN has long had a 
| reputation as a numbers junkie. He 
| spends hours poring over all sorts of eco- 
| nomic and financial indicators in order 
| to gauge the temperature of the econ- 
| omy. It is unaccountable, 
| therefore, that in his testi- 
| mony to Congress on July 
| ist (see page 33) he over- 
| looked a new indicator of 
| the frothiness of America’s 
| financial markets and its 
economy. He talked about 
inflation, wages, the impact 
of Asia, inventories and 
even share  prices—but 
where was the mention of 
| the “nanny bubble”? 

| History shows that as stockmarket 
| bubbles create wealth, it spills over first 
| to other assets and then to sectors that 
service the wealthy. At the height of Ja- 
| pan’s stockmarket bubble in the late 
| 1980s, the Japanese bid up the price of 
| land and Impressionist paintings; and 
| golfclub memberships were traded like 
| securities at crazy prices. 

! More recently, America’s stockmark- 
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loans it was buying. 

Hence its estimate that at most a third 
of the debt can be recovered: The audit de- 
manded by Congress, which will take sev- 
eral months, should make that figure more 
precise. It may also reveal other weaknesses 
in the supervision process. But, by and 
large, it is unlikely to discover who was to 
blame for individual bad loans, nor will it 
provide much of the evidence needed to 
put fraudsters in jail. 

The government argues that the debt is 
already incurred, so the sooner itis paid off, 
the better. Other proposals, such as selling 
some loans back to the banks later, could — 
delay and even diminish the cost to the tax- 
payer, but they might also make it harder 
for the banking system to recover. Even if. 
the PRD maintains its opposition, pressure. 
from the government and from big busi“ 
ness—which backs the National Action’. 
Party, the other main opposition party— 
will probably swing the deal. 

Meanwhile, there is other urgent busi- 
ness to attend to. Some of it, such as further” 
strengthening bank supervision and scrap- 
ping unlimited deposit protection, is in the 
package of reforms that will make the debt 
public, and thus is hostage to it. Others, 
such as creating an effective bankruptcy 
law, are still to be proposed. The sooner 
they are, the greater Mexico’s chances of 
avoiding a repeat performance. 
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et bubble has started to affect property, 
jet time-sharing and wine. But the latest 
example of such madness, according to 
Barton Biggs, a veteran investment guru 
at Morgan Stanley Dean Witter, is the | 
nanny bubble. 

Rich investment bank- 
ers with lots of children are 
moving into huge man- 
sions (“starter castles”), 
where they need not. one, 
but often two live-in. nan- 
nies. But there are not 
enough to go round. So the 
price of nannies in Green- 
wich, Connecticut, where 
Mr Biggs lives, has soared. 
The hourly baby-sitting rate 
is nudging towards $20, while a live-in 
nanny can cost up to $700 a week, not to 
mention the cost of essential perks, such 
as a car and tennis lessons. 

Like all bubbles, warns Mr Biggs, | 
America’s current nanny bubble will 
eventually burst. Mary Poppins, the most- 
famous nanny of all, was able to soar 
high, but even she eventually came down 
to earth. 
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Messing with money 


There are growing calls for Japan to inflate its way out ofits economic trou- 


bles. Should it heed them? 


S JAPAN’S economy gets sicker, so the 
calls for a radical approach to resus- 
citation get louder. A chorus of senior 
politicians, bureaucrats and economists 
has suggested that a dose of inflation 


. might be just what the country needs. 


That Japan needs to do something to 


__ rev up its economy is not in doubt. On 
| July 21st Masaru Hayami, the Bank of Ja- 


pan’s governor, suggested that its recent, 
gloomy economic reports had been too 
optimistic. Two days later, Moody’s sug- 
gested it may lower Japan’s top-notch 
credit rating. So might a spot of inflation 
help matters? 

The idea that it might has been gain- 
ing ground thanks to two economists. 
One is Kazuo Ueda, who sits on the Bank 
of Japan’s policy board. The other is Paul 
Krugman, professor of economics at the 
Massachusetts Institute of Technology. 

To be fair, all Mr Ueda really wants is 
to avoid a deflationary spiral. Wholesale 
prices are already falling in Japan, as in 
most other rich industrial economies; but 
the same is not yet true for consumer 
prices. He and others at the Bank are wor- 
ried that they might now fall too. 

His answer to this is to suggest that the 
central bank should have an explicit in- 
flation target—say, between zero and 2%. 
At the moment its guidelines eschew such 
targets. Introducing one should actually 
increase inflationary expectations and, 
hence, demand. If they think prices are 
likely to rise a bit, people may buy today 
rather than tomorrow. In short, a Japa- 
nese inflation target might lead to behav- 
iour opposite to that employed by most 
other central banks that follow such tar- 
gets: fostering it, rather than restraining it. 

Mr Krugman’s approach is more radi- 
cal than Mr Ueda’s. He wants outright in- 
flation. In recent papers*, he has argued 
that most analyses of the cause of Japan’s 
plight—too much corporate debt, un- 
willingness of banks to lend, over-regula- 
tion—are, at best, unproven. Japan, he ar- 
gues, is in a classic liquidity trap. Overall 
demand consistently falls short of the 
economy's productive capacity, and sav- 
ing consistently exceeds investment—de- 
spite near-zero interest rates. That means 
that monetary policy has become ineffec- 
tive at boosting demand. Yet interest rates 


* ‘Japan's Trap”. Mit, May 1998; “Further Notes on 
Japans Liquidity Trap” MIT, June 1998 
(http://web.mitedu/krugman/www). 
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cannot fall any further, as it is impossible 
to have nominal rates below zero. 

How to solve this dilemma? A Keynes- 
ian government spending spree? Tax 
cuts? Neither, thinks Mr Krugman, is suf 
ficient, though he believes they might 
help. He considers monetary policy a bet- 
ter tool. And since nominal interest rates 
are so low, that means bringing real inter- 
est rates down by generating inflation of, 
say, 4% a year. Moreover, it has to be done 
on a long-term basis—for 15 years, say—in 

















order to raise inflationary expectations. 
Otherwise potential borrowers will ex- 
pect the central bank once again to stamp 
on prices, driving up real borrowing 
costs. The central bank, says Mr Krugman, 
with his gift for the bon mot, must “credi- 
bly promise to be irresponsible”. 


The devil in the detail 


Although they have different aims in 
mind, the two economists agree that the 
central bank should target inflation. But 
how would it get prices up—and would 
thé economy really benefit? 

In most modern economies govern- 
ments no longer literally print money. In- 
stead, they buy financial assets, such as 
government bonds. Most of the proceeds 
end up with commercial banks. But if this 
were done in Japan, it is unclear, given 
their dreadful balance sheets and poor 
capital ratios, that the banks would lend 
the money to others—even if firms and 
households wanted to borrow. So the real 
economy might see little boost. 

Moreover, savers, faced with negative 
real interest rates, are likely to plonk their 
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cash overseas, an:option made easier by 
changes in the law last April. If they did 
this, monetary growth and credit creation 
would slow once more. The more so be- 
cause, without cheap deposits, banks 
would have to borrow more expensively 
in the capital markets. 

That makes it highly uncertain how 
much money the Bank of Japan should 
try to inject. Japan’s output gap is reck- 
oned to be about 5% of GDP and growing, 
meaning that production is falling in- 
creasingly short of capacity. To create in- 
flation, the central bank needs to print 
enough money to fill that gap. Yet mone- 
tary aggregates are already expanding in 
Japan. The broad measure of money (M2 
+ CDs) is growing at an annual 3.5%. 

Inflation might thus prove surpris- 
ingly hard to create even with a large 
monetary expansion. And even if it were 
managed, would it cure Japan’s woes? Al- 
though neither Mr Krugman nor Mr 
Ueda presents it in this way, some other 
economists argue that inflation is a splen- 
did way to transfer wealth from savers to 
borrowers, of which Japanese companies 
are among the biggest. Yet while it is true 
that inflation would improve corporate 
earnings, it is not clear that it would im- 
prove their net indebtedness. 

One reason is that increased. infla- 
tionary expectations would mean higher 
long-term interest rates. To reduce the real 
burden of debts, inflation must increase 
by more than the extra interest costs that 
borrowers have to pay. 

Then there is the issue of what hap- 
pens to the yen. A huge increase in the 
money supply would almost certainly 
mean a further collapse in the currency. 
That could trigger a sharp fall in the cur- 
rencies of other Asian countries, driving 
up the value of their foreign debts and 
pushing their economies into deeper de- 
pression. Mr Krugman largely ignores 
this in his first article, and.all but dis- 
misses it in his second. “Such fears can- 
not be completely discounted ...and if 
the 29-year-olds in London who rule the 
world think that something is true, for a 
few hours or days it is,” he writes. 

Itis certainly true that if Japan were to 
create modest inflation, and the yen were 
to fall gently, that might benefit all of Asia 
by helping to get Japan’s economy grow- 
ing again. But the risk is that, in order to 
be effective, the Bank of Japan would 
have to create so ‘much money that the 
yen goes into free fall, throttling its neigh- 
bours. The question, as so often, is how 
much is too much? 
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The dizziest, giddiest stars 


Astronomers have long wondered how the fastest-spinning stars in the uni- 
verse, “millisecond pulsars”, came to rotate so fast. Now they have caught one 


in the act of being spun 


MAGINE a tiny star, only 2okm across 

but with a mass one-and-a-half times 
that of the sun, spinning more than 640 
times a second. Such is a “millisecond pul- 
sar”, one of the universe’s more mind-bog- 
gling phenomena. Minds may now boggle 
a little less: the whip for this heavenly spin- 
ning top has been found. 

A millisecond pulsar is the most ex- 
treme type of pulsar, itself an extreme ex- 
ample of a neutron star. Neutron stars are 
the remnants sometimes left after massive 
stars (many times the mass of the sun) burn 
all their fuel and explode in a supernova. 
They are so dense that all their atoms have 
been crushed to form a huge ball of neu- 
trons that spins through space and time. 

If a neutron star spins fast enough— 
once every 100 seconds or so—and also has 
a strong magnetic field, it emits pulses of 
radio waves intense enough to reach the 
earth, Such a bleeper is a radio pulsar, first 
discovered in 1967, when Jocelyn Bell and 
Antony Hewish detected unearthly radio 
blips using a 4.4-acre (1.8-hectare) array of 
aerials in Cambridge, Britain. Since then, 
two other types of pulsar have been found: 
the x-ray pulsar that spins at the same rate 
as a radio pulsar but emits x-rays instead; 
and the millisecond pulsar that spins hun- 
dreds of times faster and emits radio waves. 
Today, more than 50 millisecond pulsars 
have been spotted. 

_.. Until now theorists have struggled to 
explain. the millisecond pulsar’s ultra-fast 
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whirling. This week, however, Rudy 
Wijnands and Michiel van der Klis from 
the University of Amsterdam, and Deepto 
Chakrabarty and Edward Morgan from the 
Massachusetts Institute of Technology, 
writing in Nature, announced the discov- 
ery of a fourth type of pulsar. They found it 
using an orbiting x-ray detector, the Rossi x- 
Ray Timing Explorer. The new find is an x- 
ray millisecond pulsar, named SAx J1808.4- 
3658 after its co-ordinates in the sky. Its 
discoverers could perhaps have called it the 
missing link; for it seems to fill the sole re- 
maining gap in an otherwise compelling 
life story of the pulsar. 


Life after death 


A typical radio pulsar seems to get its spin 
partly from its ancestral star's original spin 
(amplified when it contracts to become a 
neutron star) and partly from the forces un- 
leashed in the supernova explosion. It 
bleeps for 100m years or so, gradually slow- 
ing down and fading away until its pulses 
are no longer strong enough to detect. Even- 
tually, even this zombie of a star rests in 


peace. 
At least, this is what happens to a‘pulsar 
that is the remains of a lonely, 


companionless star such as the sun. But 
many stars are partnered in binary star sys- 
tems. Sometimes such an association sur- 
vives even after one of the stars explodes 
and leaves behind a neutron star. Further 
catastrophe awaits the remaining, ordinary 


star if it orbits the neutron star too closely. 

For then, over time, the neutron star 
gradually consumes its companion’s outer 
layers. The neutron stars intense gravity 
raises fearsome tides on its partners sut- 
face, tearing material off and pulling it into 
a disc around the neutron star. There, the 
starry guts spiral down to the neutron star's 
surface, heating to over a billion degrees as 
they go. The so-called “accretion disc” so 
formed is far beyond white-hot—it is hot 
enough to emit a torrent of x-rays, 

In general, these seem to come from: 
steady point when looked at through an X- 
ray telescope. But sometimes the star also. 
emits sharper pulses of x-rays, because the 
falling material is pulled into a small “hot 
spot” on the neutron star's surface by the: 
star’s magnetic field. This hot spot rotates 
with the star, shining towards the earth 
once per rotation. Hence the x-ray pulsars. 
if they give off radio waves at all, the signal 
is lost in the mess of gas in the neighbour- 
hood. Only the x-rays, millions of times 
more energetic, can escape. 

To today’s pulsar astronomer, who has 
seen itall, even swirling ultra-hot discs sur- 
rounding the remnants of extreme stellar . 
violence are old hat. But all previous x-ray. 
pulsars rotate at the relatively sedate pace 
of once or twice a second, or slower. The 
newly discovered one rotates 401 times a 
second—as fast as millisecond pulsars. 

Here is the missing link. Ever since the 
discovery of millisecond radio pulsars, 
theorists have thought that they may be 
born from x-ray pulsars whipped up. to 
spin at tremendous speeds. As expected, the 
whip is the accretion disc, which spins an 
x-ray pulsar rather as a whirlpool might 
spin a raft. Since the inner part of the accre- 
tion disc orbits faster than.once a second, as- 
the hot gas ploughs into the neutron stars- 
surface, it torques the star up to ever higher 
speeds. ee 
Thus it is that a neutron star in a binary. 
star system gets to spend. its retirement 
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years as a millisecond radio pulsar. By then, 
the outer layers of its companion star have 
been completely torn away and the accre- 
tion disc has vanished: millisecond pulsars 
do not have accretion discs. Starting with 
such a high speed of rotation, these pulsars 
continue to emit signals for billions of 
years before fading out. 

The trouble was that, until now, no- 
body had actually seen an x-ray pulsar be- 
ing spun up, and the theory rested on titbits 
of circumstantial evidence. For instance, 
most millisecond pulsars have been found 
in binary systems—but not all. Yet in those 
exceptions, it seems, the pulsar may have 
been so energetic as to destroy its compan- 
ion completely either by consuming it 
whole, or by spraying any remains with 
brutal streams of radiation. The theory has 
thus been bolstered by the discovery of an 
x-ray pulsar that spins fast enough to be- 
come a millisecond pulsar once it has con- 
sumed its accretion disc. 

Now that the missing link has at last 
been revealed, astronomers will be able to 


study the torquing process in greater detail. 
They will also look for other signs to con- 
firm that they are right. Several teams are 
searching for radio pulses in the moments 
when the x-ray pulses from sax J1808.4- 
3658 quieten down—the x-rays seem to 
flare up for a month or two at a time, and 
then subside. Spotting such radio pulses 
would be more evidence that this specimen 
is destined to become a millisecond pulsar. 

Yet this is all mop-up work. Although 
the discovery was published only this week, 
many astronomers have heard the result 
and now consider that the life story of the 
pulsars has been clearly established. There 
remains only one mystery. Despite 15 years 
of hard searching through known x-ray 
emitting sources, SAX 1808.4-3658 was dis- 
covered almost by accident. The lingering 
question, to which nobody seems to have a 
good answer, is why it took so long to find 
an object that ought to be fairly common. 
The hunt for an x-ray millisecond pulsar 
has proved puzzlingly slow and drawn-out. 
-B 








20,000 leagues under the sea 


SEATTLE 


| LONG the Juan de Fuca Ridge, more 
| than a mile and a half (2.4km) below 
| the surface of the Pacific Ocean and 200 
miles from the North American coast, 
molten magma from the earth’s mantle 
| wells up, pushing the Pacific plate apart 
from the Juan de Fuca plate at roughly the 
| rate a human fingernail grows, thus creat- 
ing cracks in the sea floor. Sea water 
barely above freezing point pours 
through the cracks and deep into the 
earth’s interior. There, it heats up to more 
than 400°C and collects minerals such as 
pyrite (fool’s gold), sphalerite and silica. 
When this super-heated water erupts 
back out through the sea floor, it 
promptly cools, dumping the minerals as 
it does so. These deposits pile up into vast 
forests of chimneys that may tower more 
| than 45 metres (148 feet) above the sea 
| floor. The hottest chimneys are known as 
“black smokers”, because the deposit of 
minerals falling out of the water seems to 
create billows of dark smoke. They are 
among the most mysterious structures 
around. 
| One difficulty in the way of under- 
| standing them better is that they are 
fiendishly hard to visit. The temperature 
and water pressure are not friendly to 
humans, and there is no light. So research- 
ers at the University of Washington in Se- 
attle, and at the American Museum of 
Natural History, in New York, decided to 
bring some chimneys home to take a 
closer look at them. After 26 days at sea, 








Smoked out 


the team returned to Seattle on July 18th 
with four chimneys that they had plucked 
from the sea bed. 

Scooping up a live smoker is not easy. 
Besides being deep and hot to handle, the 
metallic structures are dense and heavy, 
yet fragile, striated with fractures that the 
researthers feared would cause them to 
crumble like dry cake before they reached 
the surface. 

To overcome all this, LeRoy Olson, an 
engineer at the University of Washington, 
devised a barrel-shaped structure of 
metal rings. This was tossed over the top 


Viruses 


Hunt the mutant 


Wi, panic struck Hong Kong last 
year after a mysterious new strain of 
a bird virus started to infect people with 
chicken flu, virologists searched frantically 
through the bug’s genetic material to dis- 
cover how it had changed. But combing 
through the thousands of genetic letters 
that make up a virus’s genome is slow work. 
Hence the interest in a new, quick method 
for identifying mutants, described in this 
week’s Proceedings of the National Acad- 
emy of Sciences. It is based on a simple 
premise: the proteins that a mutant strain 
produces do not weigh the same as those 
made by the original virus. 

Physicists have long been telling one 
compound from another by comparing 
weights. To do this, a substance is vaporised 
by heating, and then bombarded with elec- 
trons to give it a charge, or “ionise” it. The 


ofa chimney bya deep-sea vehiclesteered | 
by remote control from the surface; once | 
dropped, cables inside the device were 
tightened around the chimney. With the 
device in place, the researchers manoeu- 
vred the vehicle to sever the chimney 
from its bed with a diamond-toothed 
chainsaw. To get the whole thing to the 
surface, a very long, very strong rope was | 
attached to the captured chimney at one 
end and to floats at the other, and paid | 
out until it reached the surface—at which | 
pointa ship hauled up the booty. | 

Now that the smokers are on dry land, 
the next step is analysis. The researchers 
hope that this will cast light on how life 
may have formed on earth—or on other 
planets. For smokers are more than mere 
geological oddities. They are home to the 
strangest ecosystems known, in which or- 
ganisms get by without sunlight, using as 
an alternative source of energy the 
sulphurous gases spewed from deep in- 
side the earth. 

Some of these creatures have been 
brought to the surface before. But with a 
complete chimney, researchers hope to 
get a better idea of how the entire ecosys- 
tem fits together, and how heat and chtm- 
ical gradients within smokers affect the 
creatures that live there. Even better, sug- | 
gests John Delaney, one of the leaders of | 
the expedition, the smokers are spewing 
out microbes that actually live beneath 
the sea floor. He hopes these may resem- 
ble the ancient beings that first lived on 
earth—without oxygen and in a boiling 
primordial soup. It would be nice to find 
out without making a journey to the cen- 
tre of the earth. 
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ions then go into one end of a mass spec- 
trometer, where a combination of electric 
and magnetic fields accelerate them. How 
fast the ions go depends on their weight: 
heavy particles move more sluggishly than 
light ones, so measuring how long a parti- 
cle stays in flight reveals its weight. 

For a long time, biological molecules 
could not be analysed in this way because 
they tend to be destroyed by heat. But about 
ten years ago, a technique was developed to 
vaporise and ionise these molecules too, 
but without heating them directly. Now, 
Gary Siuzdak and Kathleen Lewis, molecu- 
lar biologists at the Scripps Research Insti- 
tute, in California, and their colleagues 
there and at Purdue University, in Indiana, 
have applied this technique to viruses. In 
doing so, they have stumbled on a remark- 
ably swift and accurate method for spot- 
ting mutations. 

Whenever a mutation occurs, it changes 
the virus’s genetic message. The old way of 
looking for that meant searching directly— 
and slowly—for the change. But when the 
virus produces protein, a troublesome mu- 
tation results in a change to the amino acid 
sequence that makes up the protein. This 
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means that rather than looking for changes 
in the genetic material, one can look for 
changes in the proteins. This is what Dr 
Siuzdak and his colleagues did. 

As their guinea pigs, they took the to- 
bacco mosaic virus and the human rhino- 
virus (responsible for colds) as well as mu- 
tant versions of both; and they attacked 
both the normal virus and the mutant with 
a digestive enzyme. The enzyme breaks up 
a virus’s outer protein envelope into a mix- 


ture of mini-proteins known as peptides. 
Each peptide has a weight that depends on 
whether it was produced from the original 
or the mutant virus. 

By feeding the entire mixture into the 
mass spectrometer, the researchers can 
quickly spot a peptide produced by a mu- 
tant. And since biologists already know 
which part of the genome makes which 
peptide, this approach immediately shows 
whereabouts in the genome the mutation 
is. So only a small part of the genome has to 
be sequenced directly. If the difference in 
weight matches one particular amino acid, 
gene-sequencing can be bypassed alto- 
gether. Mutants that would have taken days 
to identify using old methods were spotted 
by Dr Siuzdak’s group within 20 minutes. 

Dr Siuzdak’s team has already formed 
collaborations to study mutant forms of 
other viruses, including hepatitis B and 
HIV, the virus that causes Arps. The likeli- 
hood that a mutant protein can slip 
through unnoticed is small: the spectrom- 
etercan tell apart proteins that differ by less 
than a tenth ofa proton mass in weight. For 
mutants, size might not matter, but weight 
certainly does. 
man j 





Genetic engineering 


Gone is the forest primeval 


Trees are the next target of genetic engineers 


[E YOU go down to the woods today, you 
could be in for a big surprise. But not be- 
cause ofa mere teddy bears’ picnic. Instead, 
you may meet high-tech trees—genetically 
modified to speed their growth or improve 
the quality of their wood—that are at last 
coming out of greenhouses and into forests 
around the world. Genetically-engineered 
food crops such as soya have become in- 
creasingly common, albeit controversial, 
over the past ten years. But genetic tweak- 
ing of trees has lagged behind. 

Part of the reason is technical. Under- 
standing, and then altering, the genes of a 
big pine tree is more complex than creating 
a better tomato. While tomatoes sprout 
happily, and rapidly, in the laboratory, 
growing a whole tree from a single, geneti- 
cally aftered cell in a test tube is a tricky pro- 
cess that takes years, not months. Moreover, 
little is known about tree genes. Some trees, 
such as pine, have a lot of pNA—roughly ten 
times as much as humans. And, whereas 
the Human Genome Project is more than 
half-way through its task of isolating and se- 
quencing the estimated 100,000 genes in 
human cells, similar efforts to analyse tree 
genes are still just saplings. 

But genetic engineering of trees has 
been slow to grow for another reason: 
money. Ron Sederoff, director of the Forest 
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Biotechnology group at North Carolina 
State University and head ofa research con- 
sortium supported by a dozen firms inter- 
ested in  genetically-engineered trees, 


points out that, so long as logging compa- 
nies still had plenty of rich pickings in the 
world’s forests, investing in expensive tech- 
nology to improve tree quality was a luxury. 


Room for improvement 


Now the rich pickings are gone. Interna- 
tional demand for wood has grown 36% in 
the past 25 years and is now a $400 billion 
business, according to a report on the 
world’s forests published by the United Na- 
tions Food and Agriculture Organisation 
last year. This puts pressure on commercial 
tree plantations; and there are fewer virgin 
forests left to cut. Hence a new enthusiasm 
for manipulating the genetics of trees, espe- 
cially of commercially valuable species. 

Given the large number of tree genes 
and the little that is known about them, tree 
engineers are starting where other gene 
wizards have started before them: with a 
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search for genetic “markers”. The first step 
is to isolate DNA from trees with desirable 
properties such as insect resistance. The 
next step is to find stretches of DNA—not 
necessarily in the genes themselves, since 
this is such a time-consuming process, but 
in surrogates—that show the presence of a 
particular gene. Then, when you mate two 
trees with different desirable properties, it 
is simple to check which offspring contain 
them all by looking for the genetic markers. 

One firm putting this to use is ForBio, 
based in Brisbane, Australia. So far, its sci- 
entists have identified 600 genetic markers 
in ten species of eucalyptus, acacia and 
melaleuca, a temperate tree prized for its 
oils. The company then breeds trees to- 
gether to combine such things as salt toler- 
ance and wood quality in a single plant. 
ForBio hopes to have 10m of its enhanced 
trees growing around the world within two 
years; it already has fast-growing eucalyp- 
tus in Indonesian plantations and hopes to 
get approval to plant its first crop of salt- 
tolerant trees in Australia’s Murray Darling 
Basin, once rich agricultural land that is 
“salting up” due to a rising water table. 

Henry Amerson, also at North Carolina 
State University, is using genetic markers 
too, this time to breed fungal resistance 
into southern pines such as the loblolly. Bil- 
lions of these are grown across America for 
pulp and paper, and outbreaks of disease 
are expensive. One common nasty is fusi- 
form rust disease, which causes branches to 
break in the wind; but not all individual 
trees are susceptible. Dr Amerson’s group 
has found markers that distinguish fungus- 
resistant stock from disease-prone trees. Us- 
ing traditional breeding techniques, they 
are introducing the resistance genes into 
pines on test sites in America. 

The main advantage of using genetic 
markers is that it speeds up old-fashioned 
breeding methods, because you no longer 
have to wait for the tree to grow up to see if 
it has the desired traits. But it is not really 
genetic engineering; it is more a sophisti- 
cated form ofselective breeding. Now, how- 
ever, interest in genetic tinkering is also 
gaining ground. To this end, Dr Amerson 
and his colleagues are taking part in the 
Pine Gene Discovery Project, an initiative 
to identify and sequence the 50,000-odd 
genes in the pine tree's genome. (Trees gen- 
erally have fewer genes, but more DNA than 
humans.) Knowing which gene does what 
should make it easier to know what to alter. 

Enough is already known for some fid- 
dling to start. Royal Dutch/Shell has geneti- 
cally engineered eucalyptus to produce a 
different type of lignin, the molecular glue 
that holds wood fibres together. The oil 
multinational hopes its improved trees, 
now growing in test sites in Uruguay and 
Chile, will prove a boon to the pulp and pa- 
per industry. Removing lignin is one of the 
messiest bits of pulp production. 
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Telling the wood from the trees 


ENE mapping is useful against all 

sorts of pests—including tree 
thieves. Wood rustling is easy—just buy a 
chainsaw—and profitable. In British Co- 
lumbia, for example, illegal felling of 
species such as the western red cedar is a 
growing problem. A single tree can be 
worth C$24,000 ($16,000), the wood 
making its way into fancy roof shingles 
and expensive cellos. The provincial gov- 
ernment also loses tax revenues; tree 
theft is thought to cost it as much as 
C$20m a year. So Eleanor White, a re- 
searcher at the Canadian Forest Service 
in Victoria, British Columbia, has bor- 
rowed from forensic science and devised 
a way to use genetic markers to “finger- 
print” valuable trees so that they can be 
traced if they are stolen. 
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Off to the fence 


To do this, Dr White has developed a 
technique to extract DNA from dead 
wood using a mixture of special solvents. 
She then proceeds much as the police do 
in a forensic laboratory, amplifying the 
retrieved DNA using a technology known 
as polymerase chain reaction, and then 
cutting it up into millions of bits. These 
bits can be individually separated and 
probed for short stretches of repetitive 
DNA called microsatellites. 

Each red cedar has a slightly different 
pattern of microsatellites. Dr White has 
identified ten microsatellite markers 
that can be used to build up a unique ge- 
netic profile of the individual tree. This 
means that sleuths will be able to com- 
pare the microsatellites in a DNA sample 
from suspicious lumber to those in what 
is left of the original tree in the woods 
(whose whereabouts in the province's 
vast forests can also be determined by ge- 
netic markers). 

The fingerprinting technique is in fi- 
nal trials. It should be ready for use in 
catching thieves by the end of the year. 
The same method should be simple to 
extend to other bootlegged trees, such as 
the Douglas fir and white spruce. Jerry 
Hunter, an official at British Columbia's 
Ministry of Forests, suggests that the tech- 
nology could be particularly useful for 
developing countries struggling with il- 
legal timber exports. For instance, Cam- 
bodia’s precious teak forests are rapidly 
and illegally making their way into Euro- 
pean furniture. 

Proving that wood is contraband is a 
crucial first step to prosecuting the 
thieves. With the advent of DNA finger- 
printing for timber, it may in future be 
illegal tree traders, rather than forestry 
authorities, who are left stumped. 





At the Canadian Forest Service's Lau- 
rentian Forestry Centre in Sainte Foy, in 
Quebec, Armand Séguin and his colleagues 
are trying genetic engineering to improve 
pest resistance in trees. Dr Séguin is intro- 
ducing modified insect genes into white 
pine cells in the laboratory. The genes in 
question make anti-microbial proteins— 
and so far, the cells seem to be shielded 
from some natural fungal predators. The 
Quebec group is now waiting to see if the 
fully grown trees will be equally protected. 

As with the introduction of any exotic 
organism into a new environment, there 
are worries about the impact on the rest of 
the ecosystem. Some conservationists are 
cautiously enthusiastic about the new trees, 
reckoning that it is better that they be culti- 
vated than that the last stands of virgin for- 


est be felled. Moreover, companies such as 
ForBio are working on ways to ensure that 
their new trees will be sterile and unable to 
spread their new genes to the natives. 

Yet there have been huge arguments, 
notably between America and the Euro- 
pean Union, over other genetically modi- 
fied organisms. So the Laurentian Forestry 
Centre is also developing methods to test 
for the transfer of DNA from modified trees 
into other species, especially to useful bac- 
teria and fungi in the surrounding soil. 
Trees are in the ground for years, rather 
than farm crops’ months. That makes it 
more vital for local residents to keep to 
themselves. But teddies are less likely to 
protest about trees than Europeans are 
about genetically modified food. 


= aaa 


THE ECONOMIST JULY 25TH 1998 


MOREOVER 


Singular visions 


Aboom for their work in the salerooms and a second look from the critics add 
up to a striking revival for two modern British masters 


A NEVER before, Stanley Spencer and 
LS. Lowry are being acclaimed, talked 
about and sold for phenomenal prices. Af- 
ter years of condescension from modern- 
minded art-lovers who treated their dis- 
turbing visions as too quirky, too 
backward-looking or simply too provincial 
to be of lasting interest, Spencer and Lowry 
are finally being accepted as more than lo- 
cal oddities or British one-shots. Several big 
international shows as well as sales at auc- 
tion would seem to confirm their world- 
wide appeal. 

Of the two painters, Spencer is surely 
the one you would expect there to be less 
argument about. “Stanley Spencer—An 
English Vision” is the title both ofan Ameri- 
can touring exhibition (at the California 


Palace of the Legion of Honour, San Fran- 
cisco, until September 6th) and an illumi- 
nating accompanying book by Fiona Mac- 
Carthy (Yale University Press; $45; £25). In 
its recent showing at the Hirshhorn Mu- 
seum in Washington, pc, this exhibition 
has proved a revelation. In recent years visi- 
tors to the Hirshhorn have got to know two 
towering figures of modern British art, 
Francis Bacon and Lucian Freud. Now for 
American viewers the previously unsus- 
pected talent and singular outlook of Spen- 
cer has completed the trio. 

Born in 1891, Stanley Spencer was 
known when an art student in London as 
“Cookham”, the name of the Berkshire vil- 
lage where he grew up, and which he 
painted all his life. From the start, this di- 





Forceful markets 


THE price cycle in the 
fine-arts auction market 
lasts between seven and 
11 years, and invariably 
enjoys a long surge be- 
fore a slump. For inves- 
tors, the question is: how long is long? 
The last cycle peaked in 1989-90. In 
1998, prices are surging once more. Buy- 
ing is shifting from Japan to Europe and 
North America as Asian collectors sell off 


Selected art sales 
April 22nd-July 8th 1998 











Work of art 





“farina Dan taeda totes Pasi bas a 
Sources: Christie's Sotheby's 
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their holdings. In May, a Christie’s auc- 
tion of American art raised a record 
$42.4m. Earlier this month, Sotheby’s 
contemporary art sale in London raised | 
$16m, the biggest total in Europe since | 
1990. Since April, record prices have | 
been paid for Courbet, Rothko, Richter, 
Basquiat and Warhol. The highest price 
for a painting this decade was $32.8m 
paid for Monet’s “Waterlily Pond” in 
early July. A good time to sell. 
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Lowry is looking up 


minutive presence, boyish in appearance 
and intensity right up to his death in 1959, 
was a highly original, even mystical 
painter. His extraordinary 1934 picture en- 
titled “Dustman” or “Lovers” is an image of 
paradise which lovingly records both mun- 
dane details (a broken teapot and dis- 
carded cabbage leaves) and sexual happi- 
ness (the tiny Spencer-lookalike dustman 
ecstatically held aloft by a towering 
Cookham housewife). 

A newcomer to Cookham today can 
visit a small museum dedicated to his work 
and then walk, for an hour or so, on a cir- 
cuit around what he called “a village in 
heaven”. You can pass the spot where he de- 
picted a cross-bearing Christ among local, 
modern scaffolders, and visit the church- 
yard where, in a tour de force, he pictured 
himself emerging alongside friends and 
relatives naked and triumphant from the 
grave. You do not need to share Spencer's 
religious convictions to be moved by the 
imaginative power of these works. 

Anyone interested in Spencer should 
visit the Sandham Memorial Chapel at 
Burghclere in Hampshire (due to be re- 
named the Stanley Spencer Oratory next 
year), site of Fra Angelico-inspired murals 
based on Spencer's experience as a medical 
orderly in the first world war. Above the al- 
tar is a magnificent panorama of soldiers 
rising from their graves in Macedonia, 
where Spencer served. Piles of white crosses 
frame the faces of youthful resurrected 
combatants. Other scenes represented, in- 
cluding an injured soldier painted with io- 
dine, the soldiers’ reveille, kitbag inspec- 
tion and map-reading, give a masterly and 
moving overview of daily soldiering. 

Such compact, multi-faceted and well- 
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MOREOVER 
observed work gives the lie to hostile opin- 
ion, once summed up in the charge that his 
painting was a “twittery irrelevance” and 
that Spencer himself was “an embarrass- 
ment and a bore”. His rare, unflinching 
paintings of himself and his second wife 
Patricia Preece in the nude, have gone 
down especially well in America. Their raw 
portrayal of creased flesh and bony joints— 
in.one celebrated picture posed against an 
“uncooked leg of lamb—will strike many 
viewers as more humane than the famously 
brutal nudes of Bacon or Freud. 

Spencer’s personal life (the subject of 
“Stanley”, an excellent 1996 play by Pam 
Gems) was far from straightforward. Before 
and after their divorce, and even long after 
her death, he wrote hundreds of lengthy let- 
ters on spiritual subjects to Hilda, his 
homely and beloved first wife. Patricia was 
an altogether different proposition. Theirs 
seems to have been a marriage only in 
name, she calculatedly exploiting him, he 
dazzled by her glamorous looks and 
haughty manners. Fondly idealising each 
of them, he wanted both women at once. In 
the end, he had neither except in his 
imagination. 


The beauty of ugliness 


Late last year a Spencer painting, “Angels of 
the Apocalypse”, fetched an auction record 
for the artist, selling at £628,000 ($1.03m) to 
an American buyer. In recent months, 
prices at auction for works by LS. Lowry 
have also rocketed: his oil painting of Picca- 
dilly Circus in London (an atypical subject 
for this painter of northern industrial life) 
sold for £562,500 ($0.9m) in June. 

Like Spencer, Lowry has suffered from a 
distorted public image. One myth is that he 
was a misanthrope, a grumbling recluse, 
whose work was as morose as his life. The 
other is that he was a social-democratic cel- 
ebrator of working-class tradition. Born in 
1887 near Manchester, he was a frugal, 
humble, humorous man, who was lonely 
in spirit rather than always solitary in fact. 
A slum rent collector from 1910 onwards, 
he observed millworkers scurrying about 
amid Salford’s treeless, sulphurous atmo- 
sphere and, using only five colours (three 
primaries and black and white), portrayed 
what he saw with economy and skill. Fig- 
ures and buildings stand out starkly 
against whitish backgrounds. Though he 
_ sketched copiously, his oil paintings were 
visionary composites. 

Lowry painted the working poor and, 
more and more, strange beggars and crip- 
ples against featureless backgrounds, yet he 
had no obvious political agenda. Nor, un- 
like Spencer, was his work openly religious. 
He simply depicted people, often anony- 
mously in crowds, without false pity or cal- 
culation. He captured the English indus- 
trial scene at its murky climax, before it was 
lost or sanitised. As if painting another, 


more magical world, he also did bare, un- 
populated moorscapes and nearly all- 
white seascapes verging on abstraction. 

Curiously, the very mention of Lowry 
continues to enrage some people. Brian 
Sewell, a British critic, has called him a 
northern “nincompoop”. In this metropol- 
itan snobbery Mr Sewell is not alone, ac- 
cording to Andras Kalman, who first met 
Lowry in 1950: “There's still a prejudice 
about Lowry’s northern accent in these 
paintings.” Like Spencer, Lowry may have 
suffered also for not being thought progres- 
sive enough: in the post-war years, the Brit- 
ish Council ignored him, concentrating in- 
stead on building up the international 
reputations of artists like Henry Moore and 
Ben Nicholson. 

Lowry died in 1976. The Whitworth Art 
Gallery in Manchester is showing Lowry’s 






sensitive “Works on Paper” (until August 
30th). The biggest selection of his works 
from all periods is at Salford Art Gallery. In 
2000, this wonderful collection will move 
toa new £45m Lowry Centre in the town; it 
will include a study centre to encourage 
scholarship on an artist with a popular ap- 
peal that his critical reputation has tended 
to mask. Other international shows will al- 
most certainly follow. Though their settings 
are commonly English, neither Spencer 
nor Lowry was parochial. Lowry belongs to 
the powerful tradition of northern Euro- 
pean expressionism and, among his many 
affinities, Spencer compares with the great 
Mexican muralists such as Diego Rivera: fit- 
tingly, the travelling Spencer show has also 
been in Mexico city. In the world of art, 
Cookham and Salford are no longer ob- 
scure places. 
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Arts in Serbia 


Unpredictable 


BELGRADE 


ERBIA is isolated, weighed down by 

selfinflicted disasters and, for practical 
purposes, bankrupt. Yet somehow the arts 
in Belgrade survive, an odd amalgam of pa- 
triotic kitsch and experimental protest. 
Even the long dormant National Museum 
has come to life again, both as an exhi- 
bition space in its own right and, coinci- 
dentally, as a backdrop to a provocative 
piece of video art. During the war years of 
1991-95, the museum stayed dutifully open 
but had almost no visitors. Now it is setting 


Spot the difference 





that to rights. Earlier this year, its walls 
glowed with the giant, apricot-coloured 
nudes of Sava Sumanovic. 

Nobody would claim Sumanovic for 
one of Europe’s, or even the Balkans’, great 
painters. But he was an intriguing character 
with a reputation that has as much to do 
with politics as with art. Born in 1892, he 
studied in André Lhote’s Paris studio early 
in the 1920s. After a nervous breakdown, he 
returned home to Sid, a provincial no- 
where now on the border between Serbia 
and Croatia, then restless neighbours in a 
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fragile new nation-state. 

Growing civil discord and the ap- 
proach of world war seem not to have con- 
cerned Sumanovic one whit, not artisti- 
cally at least. Instead, he concentrated on 
an ambitious cycle of paintings called “The 
Bathers”, known also as “The Sid Women”, 
an erotic vision of paradise. Apart from 
their vivid colours and obvious debts to 
French artists, these paintings are striking 
because they are all of the same woman, 
even when she appears in five copies in a 
group scene. Why this was—were models in 
Sid unusually expensive?—Sumanovic nev- 
er revealed. Croat fascists murdered him in 
1942, ensuring that he would be remem- 
bered at the very least by Yugoslav (later 
Serb) patriots. 

Patriotism plays an even bigger part in 
the reputation of Uros Predic (1875-1953), a 
heroic figure of Serbian art to whom the 
National Museum has just devoted a retro- 
spective. Predic painted conventional por- 
traits, rather chilly nudes and schmaltzy 
scenes of children asleep on graves. But his 
best-known work, which hangs usually in a 
provincial museum and has not been seen 
in Belgrade for many years, is “The Kosovo 
Maiden”. Finished in 1919, it shows a Ser- 
bian warrior dying in the arms of a young 
woman after the Battle of Kosovo against 
the Turks in 1389. Hard as it may be for out- 
siders to appreciate, this story-book image 
carries enormous power for Serbs who tend 
to sentimentalise their country as history’s 
recurrent victim. 

Serbs by contrast, who loathe and de- 
spise what nationalists have done to their 
country, look more naturally for a meeting 
of art and politics in film. The movies are as 
cash-strapped as every other Serbian indus- 
try, but no expense was spared in this sum- 
mer’s big release, “Rane” (“The Wounds”), a 
new film by Srdjan Dragojevic. His previ- 
ous film, called in English “Pretty Village, 
Pretty Flame”, was a huge success locally 
and an art-house sell-out abroad. It was the 
first serious film to bring home to Serbia 
the waste and cruelty of the Bosnian war. 
Both funny and grotesque, “Rane” cuts 
even closer to the bone. In one scene, set in 
a chicken-filled flat, a young man plies his 
granny with joints and cocaine as she remi- 
nisces about her escape from the fascists 
during the second world war. 

In the 1920s, Yugoslavia had a strong 
avant-garde movement known as “Zenith”, 
whose surreal traditions have never wholly 
dropped from sight. Perhaps the weirdest 
film of the season is “Play”, a video work by 
Sonja Savic. One bizarre scene follows an- 
other as two women discuss the barely 
comprehensible events of the last few years 
in wholly incomprehensible fashion. The 
film's highlight comes in news clips from 
1991 of riot police hosing demonstrators in 
front of Belgrade’s National Museum. De- 
spite the locale, art could not have been fur- 
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Kitschen cabinet 


F THE hundreds of books that have 

come out of Yugoslavia since its 
bloody disintegration, Tito’s cookbook* 
is surely one of the most peculiar. Serbia 
may be on course for disaster, but the 
asparagus salad served to the man who 
held Yugoslavia together for 35 years 
sounds delicious. 

For a quarter of a century, Branko 
Trbovic, the chief of the great man’s kit- 
chen, not only kepta record of the 21,400 
meals he ate but photographed each dish 
as it was served. A selection of 150 menus, 
published in a volume of gastro-history 
(complete with photographs of guests 
and dishes), has become 
something of a cult posses- 
sion in Belgrade. 

Like Tito or loathe him, 
he was a formidable charac- 
ter. Having battled against 
the Nazis and fought a Yu- 
goslav civil war at the same 
time, he put his country 
back together again, told 
Stalin to get lost and then 
played a large part in creat- 
ing the non-aligned move- 
ment. A keen hunter and 
fisherman, Tito was also 
prodigiously good at enjoy- 
ing himself. 

At home he liked peas- 
ant fare. Mr Trbovic recalls 
that in the morning “he ate 
more lard than porridge”. 
In every ten-day period he 
would eat apple pie seven 
times and cheese pie thrice. 
The man who faced down 
Stalin “did not like cake”. 
Nor was he too keen on fish, 
lobster or lettuce. He pre- 


*Jelovnici Poznatih Licnosti: Kako 
Se Hranio Josip Broz Tito” (Menus of 
Famous People: How Tito Ate). By 
Branko Trbovic. Prosveta; 160 pages; 
90 dinars 





1 
Who ordered dog? 


ferred whisky (Chivas Regal with ice and | 
soda) to champagne and drank only | 
Czech beer. His wife, Jovanka (see pic- | 

ture), chose their meals at home, but had 
no control over their fare abroad. In Iraq 
the accommodation was “excellent” but | 
the kitchens were “primitive”. Korean | 
waiters reassured an anxious Yugoslav | 
leader that there was no dogmeat in the 
goulash, saying: “No woof-woof.” In Lon- 
don, not only were rowdy anti-Titodem- | 
onstrations a disappointment; the ser- | 
vice at Claridge’s was “poor”. | 
To cheer himself up, Tito entertained 
many glamorous women. He was rum- 
oured, improbably, to have slept with 
them all. But Mr Trbovic limits what 
the butler saw to the table. Jackie 
Kennedy drank nothing but Cali- 
fornian wine, Elizabeth Taylor 
insisted on grapefruit for break- 
fast, and Tito developed a sud- 
den interest in the kitchen 
only because Sophia Loren | 

liked to cook. 











ther from their minds: they were calling for 
the removal of Slobodan Milosevic, the 
man most blamed for the wars that ripped 
the old Yugoslavia apart. “Play” wistfully re- 
verses the news clips so that water is sucked 
back into the cannons and winded demon- 
strators hop up off the ground. 

Bafflingly, the credits thank the Serbian 
Ministry of Culture, which stumped up the 
production money. Nada Popovic-Perisic, 
the minister of culture, is a friend of Mr 
Milosevic’s wife. So something odd ap- 
pears to be happening here. Perhaps Ms 
Savic’s water-cannon conceit is not about 


reversing history. But if not, what did she 
mean? Do not count on an answer, for indi- 
rection is very much her thing. The film pre- 
miered outdoors under the walls of Kale- 
megdan, Belgrade’s great medieval and 
Turkish fortress. Ms Savic, dressed in a kind 
of space suit with giant hands, began the 
proceedings with a show that included her 
chanting into the night: “Love comrades 
smoke big cigars! Love comrades have bald- 
ing temples! Love comrades would like to 
be communists! Love comrades have big 
moustaches!” 





MOREOVER 


Domestic grass 


The meaning 
of mowing 


T HE American lawn is a gift for folk psy- 
chologists. The clipped, controlled 
sward in front of the family homestead, 
meticulously mown and shorn of alien 
growths, makes a potent symbol of subur- 
ban conformity and repressed indivi- 
dualism. Moreover, the North American 
tradition of open, unfenced lawns running 
down to the roadside contrasts with the Eu- 
ropean taste for private gardens bordered 
by impenetrable high conifers—a neat met- 
aphor for setting an open society against 
one that is happiest looking in on itself. 

All this provides grist for an absorbing 
exhibition—“The Lawn, Surface of Every- 
day Life”—running until November 8th at 
the Canadian Centre of Architecture in 
Montreal: a proper city for comparing the 
American psyche with the European. It re- 
veals that over 32m acres (13m hectares) of 
lawn are cultivated in North America, and 
$750m spent every year on grass seed to 
keep them in verdant, apple-pie order. 

The perennial grasses from which to- 
day’s lawns are made were unknown in 
North America until the European colo- 
nists came. They found the native annual 
grasses insufficiently nutritious for their 
cattle, so they imported varieties from the 
old country. Among them was poa prat- 
ensis, now better known as Kentucky blue- 
grass; it is still one of the most popular lawn 
grasses in America as well as supporting a 
thriving bloodstock industry. 

But what are lawns for? Surrounding a 
house with grass is scarcely an obvious or a 
natural thing to do, and indeed in 1841, in 
his classic “Treatise on the Theory and 
Practice of Landscape Gardening”, the 
American landscape artist Andrew Jackson 
Downing wrote enviously of “the unri- 
valled beauty of the velvet lawns of Eng- 
land”. When Charles Dickens visited New 
England the following year he observed: 
“The well-trimmed lawns and green mead- 
ows of home are not there; and the grass 
compared with our ornamental plots and 
pastures is rank, and rough, and wild.” The 
cylinder lawnmower had been invented in 
England in 1830 by Edwin Budding, but 
the first American mowers were not pat- 
ented until 1868. 

By then, the earth was beginning to 
move for American lawn lovers. In 1870 
Frank Scott, a disciple of Downing, wrote 
“The Art of Beautifying Suburban Home 
Grounds of Small Extent”. In it, he laid 
down his golden rule: “Of all the external 
decorations of a house, a well-kept lawn is 
the most essential ... If one could imagine 
Americans to live their married lives, each 
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By the lawn’s early light 


pair in one home, what a pleasing variety 
might the changing years bring them. An 
unbroken lawn around the dwelling 
should typify the unwritten page in the 
opening book of earnest life.” 

Already, then, the lawn was being pro- 
moted as a badge of contented domesticity 
and virtue. In 1869 Frederick Law Olmsted 
and Calvert Vaux, creators of New York's 
Central Park, designed a development at 
Riverside, Illinois, where the houses had 
front lawns undivided by fences, one run- 
ning into the next. The fashion was pro- 
moted by the City Beautiful Movement and 
adopted nationally but it has not served the 
intended cause of unifying communities. 
Because the front lawn is visible and 
shared, families prefer to romp, picnic and 
play games in their private—though often 
smaller—back yards. 

So much for the communitarian ideal. 
Yet this image of empty expanses of orderly 
grass proved attractive to corporate Amer- 
ica when, in the second half of this century, 
big businesses moved their headquarters 
from the cities to the suburbs. Like its resi- 
dential counterpart, the corporate lawn is 
seldom a locus of activity and remains 
largely unoccupied, a green moat subject to 
surveillance and receptive to control—a 
“power lawn”, in the words of the Montreal 
exhibition guide. By contrast the White 





House lawn “has come to serve as the home 
lawn for the entire country . . . exploited for 
photo opportunities and news confer- 
ences, peace accords, treaty signings and 
celebrations of nationhood.” 

The influence of the lawns is not always 
so benign. There are snakes in the grass. The 
show includes a display of court docu- 
ments from cases where disputes over the 
condition of the lawn, the standard of 
maintenance, unsightly weeds and un- 
neighbourly fencing have led to litigation. 
Many communities enforce stringent regu- 
lations on such matters, with heavy penal- 
ties for those who default on their citizen’s” 
obligation to keep the mower-blade 
turning. 

Elizabeth Diller, one of the show’s cura- 
tors, says that defendants sometimes rely 
on the first-amendment right to freedom of 
expression when confronted with “an al- 
most fascistic control” in certain communi- 
ties. “The lawn is a surface on which a lot of 
ideas are already encoded relative to con- 
formity”, she points out. “And yet it is on 
the lawn where individual identities are 
played out.” Something to ponder as, 
perched aboard your space-age power 
mowers, masters of your own turf, you do 
your civic duty by cutting each pesky blade 
down to size. 

a 
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People can correspond. 
Why not banks? 


Of course banks can correspond tdéo, but some 
do it better than others. Ifyou want the right 
correspondent in Turkey, we suggest you the one 
which Thomson Bankwatch rated highest among 
all emerging market banks. The Turkish bank 
whose high regard in the international financial 
community generated $930 million worth of 
financing in 1997, The bank that has completed 
several asset-backed securitization programmes 


with maturities of 5-7 years. The bank that was 
selected as the “Best Bank in Turkey” by 
Euromoney for 3 consecutive years. 

Then again, who could be a better choice than a 
bank that handles 14% of ‘Furkey’s exports and 
7% of Turkey’s imports? A bank whose foreign 
currency business volume totalled $20 billion in 
the first 6 months of 1998. In short, the bank with 
global standards and local strength: Garanti Bank. 


$e] GARANTI BANK 


For further information please contact Mr. Ergun Özen, Executive Vice President. 
63 Büyükdere Caddesi, Maslak 80670 Istanbul/Turkey Tel, Fax: (90-212) 285 40 40 Telex: 27635 gati-tr bttp://www.garantibank.com.tr 





| was “heresy”. For the next 40 or 





Canada comes top, ahead of the 
| Americans are wealthier, Ca- 


| they live longer and are judged 





Mahbub ul Haq 


HEN Mahbub ul Haq 

was in what he called the 
“western citadels of learning” of 
Cambridge, Yale and Harvard 
in the 1950s, there was, he said, a 
“tacit assumption” in econom- 
ics that the real purpose of devel- 
opment was to increase na- 
tional income. To say otherwise 


soyears Mr Haq was happy to be 
a heretic. A guidebook for eco- 
nomic heretics is the “Human 
Development Report”, started 
by him in 1990 and published 
each year since. 

At its core is an index for hu- 
man development devised by 
the ingenious Mr Haq which 
measures more subtly the attain- 
ments of nations than does gross 
national product, the familiar 
GNP. His index reflects national 
well-being: life expectancy, edu- 
cation and welfare, as well as 
wealth. Thus in the 1997 report 


United States, because, although 
nadians pick up points because 


to be better educated. But al- 
though the index conscien- 
tiously lists the merits and 
failings of 175 countries, Mr Haq 
was less interested in the rich 
ones than in the poor ones and 
what they could do to become 
less poor. 

He was particularly concerned with the countries of South 


Asia; his own, Pakistan, and India. Both were well down in his 


index, below even Cameroon and Equatorial Guinea. South 
Asia, he wrote in 1995, was sinking “into a quagmire of human 
deprivation and despair’. He was shocked that it had fallen be- 
hind sub-Saharan Africa, to become the most deprived region in 
the world. It was “tragically comic” that India and Pakistan, after 
“bleeding their economies” to pay for arms, “beg and submit to 
all sorts of conditionalities from international lending institu- 
tions”. Such painful observations did not endear him to the gov- 
ernments of the subcontinent. Mr Haq had been a government 
minister in Pakistan. How could he say such things about his 
homeland? 


Those with ambition 


But Mr Haq was outspoken as a minister. As finance minister in 
1985-88 he tried (without success) to tax the 22 families which, he 


| said, dominated the economy of Pakistan. Doing the will of Gen- 


eral Zia ul Haq, Pakistan's then dictator, may not have been the 
happiest time in Mahbub ul Haq’s career. It was probably too 
long, he said. But anyone with ambition had to accept the pa- 
tronage of the army, which had ruled the country for most of its 
existence since independence in 1947. (These days, many Paki- 





Mahbub ul Haq, a heretic among 
economists, died on July 16th, aged 64 


stanis look back to the general’s 


topped off by the spectacular 
success of the country’s cricket- 
ers under Imran Khan.) 

Pakistan, though, was a 
small stage for Mr Haq. Getting 
at the tax-dodging landowners, 
tweaking their pride by calling 
them feudal, was a fairly unre- 
warding exercise. (And may not 
even have been fair: there is an 
argument that in wobbly Paki- 
stan the big landowners are the 
only centre of stability in some 
areas.) As perhaps the most per- 
suasive propagandist for the 
United Nations Development 
Programme, the publisher of his 
development reports, Mr Haq 
had a world audience. 

Just as Lee Kuan Yew 
emerged from the confines of 
Singapore to become the seer of 
Asia, so Mr Haq became ac- 
cepted as one of the visionaries 
of international development. 
He was at ease in America, both 
at the UN in New York and in 
Washington, where, earlier in 
his career, he had worked for the 
World Bank. Richard Jolly, a col- 
league of Mr Haq, recalled this 
week that “he would hold audi- 
ences spellbound, weaving to- 
gether his proposals and vision 
in a subtle mixture of technical 
analysis, political cunning and 


ten-year rule as a golden age, | 


| 


| 


with the tones and uncom- | 


promising principles of the true preacher.” 

Has the preaching brought any benefit to the poor that Mr 
Haq clearly cared about? It may be too early to judge. More than 
100 countries are said now to have their own “human develop- 
ment centres” producing annual reports; Pakistan’s is in a dis- 
tinctly modest building in Islamabad. But Mr Haq'’s central idea, 
concerned with the virtues of choice, is still incubating. Mr Haq 
liked to quote the example of Costa Rica, which, he said, chose to 
abolish its army and now spends a third of its national income 
on education and health, and is the only prosperous democracy 


in Central America. In contrast, India has the largest number of | 


poor people in the world but is spending huge sums onerms. 
Armies were the biggest wasters of the resources of poor coun- 
tries. Why, Mr Haq asked, were India and Pakistan spending 
$1m a day “to contest the frozen heights of Siachen”? 

Mr Haq said he was not sure whether the countries of South 
Asia had the political will to cut their arms bills and finance 
their “essential human goals”. In what he called his “intellectual 
journey” he had moved from idea to idea. In his World Bank 
days he had on his desk a notice which said, “It is too late to 
agree with me: I've changed my mind.” Critics said it showed his 
lack of judgment; admirers praised his flexibility. It was proba- 
bly just a sign of his charm. 
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Management 
Programme 





Presents a global overview of the business enterprise and its strategic challenges. Oxford’s 
four-week AMP provides a unique opportunity to stand back and pursue your own learning 
agenda, assisted by a top class team of individual tutors and in the company of some of the 
most international and high calibre senior executives. 
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BUSINESS AT OXFORD 
a 






27 September - 25 October 1998; 10 January - 7 February 1999 







Return to Maureen Campbell, Templeton College, Oxford, OXI SNY. UK 






Please send details of 






The Oxford Advanced Management Programme 


The Oxford MBA 














SAID 


BUSINESS 
Pee E e Sa _ Email =e me SCHOOI 


Tel: +44 (0)1865 422771; Fax: +44 (0)1865 422501 


Email: amp @templeton.oxford.ac.uk; Internet hittp://www.templeton.ox.ac.uk 


Name 3 Address = 
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Leam how easy it is to become a Certified 
Professional Consultant (CPC) in your 









28009 Madr 
io 1176 | Fax: +34 91 401 0673) 
E-mail: aliseda @ correo.com 


own field, Write for free catalogue 


The Consultants Institute 


Dept EJ, 30466 Prince William Street, Princess Anne, 
MD 21853 USA Fax: (410651 4885 








Prestigious Distance Learning Programs in: 


Law e Business ¢ Education e Diplomacy 
Int'l. Studies e Arts & Sciences 


(913) 661-9977 e (913) 661-9414 Fax 
emallc@msn.com èe www.monticello.edu 











LEICESTER UNIVERSITY /#at 
FACULTY OF LAW 43 





LL.M./M.A. in 
EUROPEAN UNION LAW 


A Two Year DISTANCE LEARNING Masters offering 
@ Comprehensive and up-to-date course materials 


@ Residential tuition and an institutional visit to 
Brussels/Luxembourg 


@ Assessment by coursework and dissertation 


@ Core and optional modules leading to the award of a 
specialist degree in either the commercial or employment 
aspects of European Union Law 








@ Opportunities for professionals to combine work with study 





@ Suitable for lawyers and non-lawyers with an interest in 
Europe 





For full programme details and an application form for October 
1998 contact: 


Susan Thornton, Course Administrator on +44 (0) 116 252 
2346, email: st22@le.ac.uk, fax +44 (0) 116 252 2699, quoting 
reference number: E-E-798. 





INTERNATIONAL CENTRE FOR MANAGEMENT, 
LAW AND INDUSTRIAL RELATIONS, 
University of Leicester, Leicester LE1 7RH, UK. 
Website: www.le.ac.uk/depts/ic/ 


Promoting excellence in University teaching and research 
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Degree Completion Program 
BS, MA, MBA, Ph.D. 


Send resume for no-cost evaluation or call 
te P (505) 889-2711 
i jni 


6400 Uptown Bivd. NE 
‘Albuquerque, New Mexico 87110 U.S.A 


THE LONDON CENTRE 
OF INTERNATIONAL 
RELATIONS 


NOW OFFERS THE FOLLOWING; 
MA in International Relations 
MA in International Relations 
and European Studies 
*NEW FOR OCTOBER 
*MA in International Conflict 
Analysis 
Full-time and Part-time (evening) 

























tud Open Access, Distance learning 
study 
y ide of specialisms - 
October and February Admission MSc atapar eng ae 
MPhil and PhD degrees 
LLM by research 


For further details please contact: 
The London Centre of International 
Relations 

(University of Kent) 

11 Kingsway 

London WC2B 6YE 

Telephone: +44 (0)171 565-6836 
Fax: 0171 565-6827 

E-Mail: LCIR@ukc.ac.uk 


LCIR 


UNIVERSITY OF KENT 
AT CANTERBURY S888 


Please contact us for Open Days 
SEMS, UNIVERSITY OF SURREY 
Guildford, Surrey GU2 SXH 


Tel: 01483 299347 Fax: 01483 259511 
E-Mail: sems @ surrey sc.uk 
ems surrey.acuk 




















DEGREES BY MAIL 
WITH $ YEAR REFUND GUARANTEE 

A Dip TEFL, MBA or PhD by distance leaming/tle experience’ 
honorary award from $400. impossible? Learn about 1.600+ 
non-traditional universities woridwide (incuding many widely 

advertsed). At least one offers a 5 year unconditional refund 
guarantee if your status and career prospects do not improve! 
Save time & money, Before enrolling ANYWHERE. get this 
essential information +Free CV | Lile Exp evaluation oftert 
Email bguide@kimba.net 


Give your full street avkdress and quote Dept 2S] 








Excellence in Higher Education at 
Britain’s European University 


BACHELORS MASTERS 
America’s 
Preferred 
Distance 
Learning 


University 


. No classroom attendance + Distance learning 
* Distinguished faculty + Accelerated degree programs 
+ Credit for work experience + Students from 96 
countries and 30 states in the USA. 


Washington International University 
P.O. Box 1138, Bryn Mawr, PA 19010-USA 
Fax:610-527-1008 - E-mall: washuniv@op.net 


INSTITUTE FOR 
DEVELOPMENT POLICY 
AND MANAGEMENT 


THE UNIVERSITY 
y MANCHESTER 


Professional Development 
Programmes 
Autumn 1998 


* Human Resource Studies 
Director: Dr Pete Mann 
* Social Development: Policy and Practice 
Director: Dr Uma Kothari 
* Managing NGOs 
Director: Professor David Hulme 
+ Impact Assessment for Sustainable Development: 
Integrating Environmental Assessment with 
Economic and Social Development 
Directors: Professor Colin Kirkpatrick and 
Dr Norman Lee 
* Regulatory Policy and Reform 
Director: Dr Paul Cook 
IDPM, founded in 1958, is a multi-disciplinary 
group whose objective is to promote social and 
economic development, particularly within lower- 
income countries through its education, training, 
consultancy, research and policy analysis. 


Promoting quality teaching and research 


For further details on 
admission to any of 
these programmes, 
please contact: 


Maggie Curran, 
Room EC4, 
IDPM, 

Crawford House, 
Oxford Road, 
Manchester 
M13 9GH, UK. 


Tel: +44 (0)161 275 2804 
Fax: +44 (0)161 273 8829 


aggie.curran@man.ac.uk http://www.man.ac.uk/idpm 
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Post-Doctoral Fellows 
Computer Expert 


The Institute for the Study of Labor (IZA) in Bonn is a local and virtual 
international research center and a place of communication between science, 


politics and business. The center is associated with the University of Bonn. It 
engages in (1) original and internationally competitive research in all fields of labor 
economics, (II) development of policy concepts, and (III) dissemination of research _ 
results and concepts to the interested public. 


The current research program deals with (I) mobility and flexibility of labor 
markets, (Il) internationalization of labor markets and European integration, (I) 
welfare state and labor markets, (IV) labor markets in transition, and (V) the future 
of work, among other fields. 


The IZA has several openings for post-doctoral researchers (non-tenure track) in 
applied labor economics. Fellows participate in the general activities of the center, 
engage in research and publication, and have some administrative responsibilities. 


The IZA is also appointing the head of its computer network. He/she is a specialist 
in applied econometrics with a sound knowledge in the management of data 
banks, MS-DOS/UNIX computer networks, WWW, computer packages such as SAS, 
STAT, SPSS or LIMDEP and an interest in labor research. 


The IZA is building up an international team. Hence, knowledge of German is 
useful, but no condition. The ideal candidate is a recent PhD with some 


publications and excellent knowledge of econometrics and applied and policy- 


oriented labor issues. He/she should intend to qualify for the university system of 


Email: iza@iza.org, WWW: http://www.iza.org 
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-Prof. Dr. Klaus F. Zimmermann 


her/his home country. 


Positions are initially for three years, with a possibility of renewal, and can be. ge 


taken as soon as possible. We pay a competitive salary and offer a productive and — 
stimulating research environment through our research networks, research support 
and visitors program. 


For more information please visit our homepage. Send CV and two letters of | 
recommendation by August 21, 1998, to: R 


IZA, P.O.Box 7240, D-53072 Bonn, Germany 
Phone: +49-228-3894-201, Fax: +49-228-3894-210 











MINISTRY OF WORKS, HOUSING AND COMMUNICATIONS 
ROAD AGENCY FORMATION UNIT (RAFU) 





NP ccm Road Sector Institutional Support Technical Assistance project 
THE REPUBLIC OF UGANDA ANNOUNCEMENT OF VACANCIES 


The Government of Uganda has embarked upon a 10-Year Road Sector Development Program ( 1997-2006) for the maintenance, rehabilitation, upgrading and/or improvement of the country’ 
road network. For the effective implementation of the program, estimated to cost US $ 1.5 billion equivalent, Government intends to establish an autonomous Road Agency by the year 2000. Pric 
to the establishment of the Agency, a transitional arrangement in the form of a Road Agency Formation Unit (RAFU) will be set-up outside the present set-up of the Ministry of Works, Transpo: 
and Communications (MOWHC) but accountable to the Ministry. The RAFU, which will comprise of a number of road development and maintenance divisions, will have direct responsibilit 
for the implementation of the Road Sector Development Program (RSDP). 


Government hereby invites applications from suitably qualified individuals for the positions of (1) Deputy Director (2) Engineering Division Manager (3) Information Division Manager and (4 
Administration Division Manager (5) Legal Advisor. 


Only individuals who are nationals of the World Bank member countries are eligible to compete. 


Government has applied for a credit from the International Development Association in various currencies in the amount of US $ 30 million equivalent towards the cost of the Road Sect 
Institutional Support Technical Assistance Project (RSISTAP). The project would consist of institutional development and capacity building through employment of technical assistance staf 
sector policy/management and infrastructure studies. 


1. DEPUTY DIRECTOR OF RAFU 


Responsibilities 
The Deputy Director will report directly to the Director of RAFU and deputise for the Director as and when the need arises. 


In addition to assisting the Director in exercising his duties, the Deputy Director's scope of activity will extend to the whole range of RAFU’s objectives and corporate functions, covering th 
following key managerial duties: 


* Organisation of the operational divisions of RAFU, with main focus on road project preparation and implementation, management information systems and project financial/administration. 
«Assistance in the selection and recruitment of the personnel required to staff the key job positions of RAFU. 

» Establishment and overall management of the implementation of the “Results Oriented Management” system or its equivalent within RAFU. 

+ Preparation of detailed workplans for the various operational divisions. 

~ Establishment of performance-oriented budgets. 

* Preparation of quarterly progress reports and the annual reports of the RAFU. 


Qualifications 
The candidate must possess. high level planning and executive skills in the management of public or private organisation dealing with road project preparation and implementation with a broa 
exposure to the international business environment. The candidate for the position. of Deputy Director must be a professional engineer with minimum academic qualifications of university degre 
in civil engineering or equivalent and with a minimum experience of 20 years with proven record of successful management of similar large organisations. He/she should be experienced i 
dealing with multilateral financial institutions and have a record of successful management achievements. Proficiency in spoken and written English is essential. 


2. ENGINEERING DIVISION MANAGER 


The Engineering Division Manager must be well versed with the planning and management of complex road development programmes. The Engineering Division Manager will report directly 1 
the Director of RAFU. 


Responsibilities 

¢ Planning, organisation and co-ordination of the road project implementation of the projects under the First Road Sector Program 1997-2002 from feasibility studies. done through detaile 
engineering design ensuring works execution and supervision. 

Collaboration with the Information Division in screening project priorities, and fund allocation for both road maintenance and construction projects. 

Selection and recruitment of the personnel required to staff the Engineering Division, and setting of staff performance targets. 

Refining of the road project preparation and implementation procedures based on the existing design standards, procurement rules and quality assurance guidelines of MOWHC. 

Preparation of realistic budgets of the various projects based on the secured project funds. 

Organisation and co-ordination of the road project procurement process, and effective management of works and services contracts to service contracts/contract services. 

Supervisory assignments, based on the contractual models provided by the Legal Adviser of RAFU. 


ee eee 


Qualifications and Experience 

The candidate for the position of Engineering Division Manager must be a well qualified professional engineer with a University degree in civil engineering or its equivalent and must be i 
possession of a minimum 20 years of experience, with proven record of successful management of similar structure in private or public road sector organisations. Ample experience in ros 
network planning/programming, road pavement design, contract preparation and procurement, site management and contract administration are essential. A 


3. INFORMATION AND MONITORING DIVISION MANAGER 


The candidate must be fully conversant with advanced computer-based data collection and processing application for the road sector. The Information Division Manager will report directly to tł 
Director of RAFU. 


` Responsibilities 
Establishment and operation of an appropriate Management Information System of RAFU. 
Organisation, planning and co-ordination of the Information Division’s Operational Programs. 
Continuous collaboration with the other two Divisions of RAFU (Engineering and Administration) on a data input-output interactive basis, to enhance the overall corporate performance. 
Organisation of extension services and implementation of outreach activities targeting the 23 MOWHC District-level Road Maintenance Stations. 
Organisation and management of RAFU’s Public Relation Services, to disseminate corporate goals and accomplishments and pave the way to the establishment of the future Road Agency. 
Preparation of RAFU’s periodicals. and performance reports. 
Selection, recruitment and management of the personnel required to staff the various job positions of the Information Division and setting their performance targets. 
Management and development of the existing Uganda Highway Maintenance and Management System (UHMMS) to improve road maintenance planning, organisation and offerations, with 
view to achieving institutional self-sufficiency in road maintenance. 


Qualifications and Experience 

The candidate for the position of Information Division Manager must possess a University degree in Engineering or Ci omputer Sciences or equivalent with at least 15 years experience in tł 
: establishment and operation of information managenfent systems in big organisations with record of proven ability in managing and operation of similar structures’ in Private and publ 
organisations. Experience in the road sector and ability to handle complex computer based highways economic prioritisation models (e.g HDM HI} isan essential condition. 


4, ADMINISTRATION DIVISION MANAGER * 


_ ‘The candidate must possess high-level skills in corporate administration, financial management and budget administration and accounting/auditing. The Administration Division Manager wi 
report directly to the Director of RAFU and will be in charge of the following specific tasks. 


Responsibilities 


* Organisation, planning and management of the administrative lines of activity, taking into account the financial-and staff resource required by the various Divisions of RAFU. 
+ Development of the RAFU annual budget. 


* Preparation of the administrative procedures related to budgeting, accounting, auditing, personnel recruitment, staff management and general services. 
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+ Preparation of job description for each position in RAFU and of standard performance contract formats for the recruitment of RAFU's personnel, specifying the related time and-condilions: ofo 
“service and technical terms of reference. ; Sere 


+. Definition of the performance indicators of the Sub-divisions or Sections of the Administrative Division. ensuring the periodical review and evaluation of individual staff performance and $ 
efficiency. ; 





Qualifications 


The candidate for the position of Administrative Division Manager must have a University degree in Business Administration or equivalent with at least 15 years experience in general 
institutional administration in reputable large organisation, The candidate must also possess experience in corporate financial management and personnel administration at the top management 
level with record of proven experience, Full proficiency in. spoken and written English is essential. : 


5. LEGAL ADVISOR 
The Legal Advisor will report. directly to the Director and will be in charge of the following specific duties:- 










* Establish the intemal and external legal procedures of the Unit, taking into account the operational requirements of the various operational lines of activity and the overall institutional goals 
of RAFU. : $ 


+ Consdlidate-ahd develop the procurement procedures of the Ministry of Works, Housing and Communications, taking into account the international bidding systems adopted by technical 
Cupertino agencies: 00: 

* Prepare contract formats for sourcing out road projects (studies works and supplies) to private sector consultants and contractors. 

* Establish corporate legal standards for contract management, claims handling, arbitration processess and legal suits. 

* Define the performance indicators of the intemal and extemal corporate legal process, participating in periodical efficiency review and drafting quarterly and annual progress reports, 

Qualification and experience: : ` : 

The candidate for the position of Legal Advisor must have a University degree in Law or equivalent, with at least 15-20 years proven record in operation related to contract management, contract 

administration, contract law, claims, arbitrations. in a qualified law firm. 

6, DURATION 


The successful candidates will be employed on performance contract for a period of 12 months which may be extended further depending on the need, 
7. REMUNERATION 
‘The salary attached to the positions is as follows: 



















Table A are salaries and allowances applicable as expatriate personnel or Ugandan Nationals currently employed and domiciled abroad, while Table B will be for salaries payable to 
National/Regional staff. 


TABLE “A” 
Salaries for Expatriate Personnel (US $} 


Basic Housing Medical Total 
salary Allowance Allowance P.M. 
T. Depuly Director EN EL A CO 
2. Engineering Division Manager |6000 ff 8002807050 
3. Information and Monitoring 800 250 7050 
Division Manager 
4. Administration Division Manager (6000 ft 8002507050 L] 
5. Legal Advisor |5500 ft 00 250450 


_ TABLE “B” 
| Salaries for Nationals/Regional Personnel (US $) 


i 


Basic Housing Medical Total 
i salary Allowance Allowance PM. 
TERRE C E E 

2. Engineering Division Manager 


3. Information and Monitoring 000 150 
Division Manager 





JBE 


3 












A 





An addition to the salary, there will be other benefits such as physical ‘transport or reimbursement transport expenses while on official duty, and other related duty allowances. 
IB. SELECTION CRITERIA 
iA Selection Board will be constituted to evaluate applications and select candidates. 


S 


‘The candidate will be selected in accordance with the following criteria: 

1) Their general qualifications (general education and training, length of experience, positions held, experience in developing countries) (20 points); 
} Adequacy. for the assignment (education, training and experience relevant to the assignment) (60 points), and 

i) Experience in the Region (knowledge of local conditions, administrative systems etc.) (20 points). 


9. CONDITIONS FOR APPLICATIONS 


‘Applicants are reminded that (i) Ugandan Civil servants are not eligible to compete for the position unless they submit the Employer's consent of their resignation from their posts inthe event 
‘hat their application is successful, and (if) in the case of individuals who are permanent staff or associates of a consulting firm, the conflict of interest provisions of the Bank guidelines for the 
selection and employment of consultants shall apply to the parent firm. 







‘\pplications accompanied by (i) a capability statement detailing the applicant’s general qualifications, adequacy for the assignment and experience in the Region; (ii) copies of testimonials 
aii) detailed curriculum vitae showing positions held (iv) current salary and (v} contact addresses of applicants should be submitted to; 





The Permanent Secretary, ° 
Ministry of Works, Housing and Communications 

P.O. Box 10, A 

ENTEBBE, 

Uganda. 

Tel: 256 42 20659 Fax: 256 42 20135 and 256 41 321364 

E-Mail: mowtci@imulcom 


to reach him not ater than 24th August, 1998. 


W. Those applicants who responded to the Vacancy Announcement for the Head (Director) to RAFU published in July/August, 1997 and in October, 1997 as revised and have nat received any. 
sponse in respect of their applications may consider their application unsuccessful and may apply for any of the posts advertised in this publication, if interested. 
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The creme always rises to the top, 
so why shouldn’t you? 


Looking for the way to achieve that higher level of income? If 
you're an international senior executive, over 40, and currently 
earning +100K per year, we can assist you in attaining your 
goals. At Resume Broadcast International, our team will manage 
your career search with the expertise you have come to expect. 
Our commitment is not just 40 hours per week, but 24 hours a 
day, 365 days a year. Contact us at Tel: (909) 866-4213, Fax: 
(909) 866-4244 or E-mail: 102224. 3306@compuserve.com 
today and watch the doors to opportunity open tomorrow. 


UNIVERSITY OF 


OXFORD 


Chichele Professorship of Public Intemational Law 
The electors intend to proceed to an election to the Chichele Professorship of Public 
Intemational Law with effect from 1 October 1999 or such later date as may.be arranged. 
The chair falls vacant upon the retirement of Professor lan Brownlie CBE, QC, DCL, FBA. 
A non-stipendiary fellowship at All Souls College is attached to the professorship. 


Applications (ten copies, or one only from overseas candidates), naming three 
persons who have agreed to act as referees on this occasion, should be received 












not later than 30 November 1998 by the Registrar, University Offices, Wellington 
Square, Oxford OX1 24D, from whom further particulars may be obtained. 


The University is an Equal Opportunities Employer. 














PO BOX 2892, Big Bear Lake, California CA92315, USA. 
Tel: +4 (909) 866 4213, Fax: +1 (909) 866 4244 
Email: 102224 3306 @compuserve.com 


¢ Resume Broadcast International 






The Gibson Chair of Rural Studies (Ref:98/Q021C) 
College of Science and Agriculture 


The Queen’s University is committed to developing research and teaching in rural studies that will have 
strong links with rural development practice within Northern Ireland and internationally, With generous 
support from the Gibson Trust the University has established the Gibson Chair of Rural Studies. The 
Gibson Trust is a charitable organisation founded by William Gibson in 1913 to promote the wealth and 
well-being of rural communities. 


The Gibson Professor will be the Director of the Gibson Institute of Rural Studies in the College of 
Science and Agriculture in the University and will provide academic leadership in research, teaching and 
administration within the Institute. This will be subject to review after a fixed period. The Institute 
promotes the study of economic, social and environmental adjustments in rural areas. At present there is 
a multidisciplinary group affiliated with the Institute. It consists of an active multidisciplinary team 
which embraces rural economics, sociology, the built environment and environmental biology. The 
postholder will develop a research programme of international standing which is of particular relevance 
to the development needs of the rural economy within Northern Ireland and to the maintaining of the 
viability of the small farm sector. The professor will also provide a focal point for independent advice 
and analysis on a range of issues related to policy formation and practice in rural development. 






Applicants must hold a primary or higher degree in economics, agricultural economics, environmental 
planning, environmental management, sociology or a related discipline. A minimum 2.1 honours degree 
(or equivalent) in the aforementioned subject areas and a PhD, or equivalent recognised qualification, in a 
relevant area are preferred. Teaching experience relevant to rural studies is essential. Applicants must 
have at least a national reputation for research in rural studies, significant publications and a record of 
obtaining external funding for research. Experience of collaborative research and development, grant 
administration, relevant committee work and links with rural development practice is desirable as is 
experience of the development and delivery of multidisciplinary teaching programmes relevant to rural 
studies, strategic planning and managing a multidisciplinary team. An international reputation for 
research is also preferred. 





Informal inquires may be directed to Professor A Gilmour, Associate Dean, College of Science and 
Agriculture, Tel. (01232) 255200, FAX (01232) 2554085. . 


Salary is within the professorial range, with eligibility for USS, and there i is an attractive package to assist 
with relocation and resettlement expenses. 


Further particulars (please quote Ref :98/Q021C) are available from the Personnel Office, 
The Queen’s University of Belfast, Northern Ireland, BT7 INN. Tel: (01232) 273246/273044, 273854 
(answering machine) or FAX (01232) 324944. Closing date: 4 September 1998. 


Committed to an Equal Opportunities policy and selection on merit, the University welcomes applications from all 
sections of the community. Under its affirmative action programme it particularly welcomes applications from 
women for academic posts. 








The Queen's University of Belfast 
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dpa Nise Director — Rural and 

Think Tank — Poland 
The Foundation for the Development of Polish Agriculture is 
seeking a Director for its Rural and Agricultural Policy Forum. 
in Warsaw. The ideal candidate is a policy specialist 
experienced in rural and agricultural issues and policy 
advocacy. The applicant should have access to a: Polish and { 
international network of experts and practitioners to | 
contribute to the work of this new “think tank.” The position | 
requires initiative and strong management and 
















CONSULTING LIMITED 


Terra Consulting is a Finnish company specialised in 
rural development and environmental management. 
We now seek Europeah specialists in agriculture, rural 
development, natural and environmental resources, 
_development economics, community development and 
project management for international short and long- 
term. assignments. Please send a detailed CV, 
preferably by e-mail, to: 



























Terra Consulting Ltd communication skills. The candidate should be comfortable | 
Peramiechenkatu 2 F working in an NGO environment, have experience in Poland. 
00150 Helsinki, Finland and be fluent in Polish and English. Send CV and letter of | 
Fax + 358 9 6223229 motivation by 15 August 1998, to: President, FDPA, ul. | 
terra@terraconsulting.fi Mokotowska 51/53 m. 3, 00-542 Warsaw, Poland. oN 





www.terraconsulting. fi Fax (48 22) 622 52 45 and e-mail: fdpa@fdpa.org.pl 


GS 


APICORP 


Othe ral lates) Gell cS sill 


ARAB PETROLEUM INVESTMENTS CORPORATION 











APICORP is an inter-Arab Corporation established by the 
member states of OAPEC to finance and invest in petroleum sector projects. Total Assets are in excess of US$1,300 million. 


The Corporation, based in Al-Khobar, Saudi Arabia, now wishes to appoint to its information Systems Centre a: 


Telecommunications Engineer 
The suitable candidate should possess the following characteristics: 


@ B.Sc. in Communication/Electronics Engineering, GPA 3.0 or equivalent 


@ 3-4 years hands-on experience in one or more of the following: 
Segmented LAN infrastructure, installation and management 
LAN/WAN connectivity (satellite links, leased lines etc.) 
Telephone Computer Integration 
Data Acquisition Systems 


@ Proficiency in both written and spoken English 


ë @ Excellent communication skills and strong leadership ability 


The successful candidate will work together with highly qualified, experienced colleagues and will participate in the installation, 
acceptance, operation and support of control and communication systems at APICORP’s new head office building. 


The appointment will be for an initial 2 year contract, renewable. in addition to the highly competitive tax-free salary, there is a 
generous. benefits package which includes free fully-furnished, air-conditioned accommodation, transportation and education 
allowances, medicare, relocation expenses and a contributory retirement fund. 


Applications in the strictest confidence may be sent to: 
The Administration & Organization Manager Arab Petroleum Investments Corporation, P.O. Box 448, Dhahran Airport 31932, Saudi Arabia 
Closing date 31st August 1998 
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THE UNIVERSITY 
OF HONG KONG 
























































As the oldest tertiary education institution in Hong Kong, the 
University of Hong Kong has attained unparalleled achievements 
since 1911 in Hong Kong and the region by drawing on the great 
cultural traditions of China and the West. The University is a 
major research institution with nine faculties and 100+ 
departments and sub-divisions of studies and learning, and a full- 
and part-time postgraduate and undergraduate student body of 
almost 15,000, including 4,000 postgraduate students. Our firm 
commitment to research excellence and internationalisation has 
established us as one of the top universities in the Region. We 
are committed to our vision of globalisation and enhancing our 
research excellence. 


Assistant Professor in 
Public Administration 


Applications are invited for appointment as Assistant Professor 
in Public Administration in the Department of Politics and 
Public Administration (Ref: RF-97/98-78), tenable from 1 January 
1999 or as soon as possible thereafter. The appointment will 
initially be made on a three-year fixed-term basis, with a 
possibility of renewal. 


The Department of Politics and Public Administration, founded 
in 1970, plays a leading role in the academic study of politics and 
public administration in Hong Kong and the region. In addition 
to public administration, the Department's programmes focus on 
comparative politics (with special emphasis on Hong Kong and 
China studies), international relations, political theory, and 
development studies. The Department runs a large Master of 
Public Administration Programme, and accepts research 
students for MPhil and PhD degrees. The Department is 
interested in applicants who can teach in any area of public 
administration. Applicants should have a PhD degree and a 
record of excellence in research. 


Annual salary [attracting 15% (taxable) terminal gratuity} for 
an Assistant Professor (in the grade of Lecturer) is on an ll- 
point scale, with starting salary depending on qualifications and 
experience: HK$522,780 - HK$873,360* (approx. £40,530 - 
£67,700 or US$67,890 ~ US$113,420, sterling and US dollar 
equivalents as at 22 June 1998). * An appointee with an annual 
salary at HK$698,520 (approx. $54,150 or US$90,720) or above 
may be considered for the award of the title of Associate Professor. 


At current rates, salaries tax will not exceed 15% of gross 
income. The appointment carries leave, medical and dental 
benefits and an allowance for children’s education in Hong Kong. 
In most cases, a financial subsidy for private tenancy may also be 
provided at a charge of a percentage of salary, currently 7.5%. 





Further particulars and application forms can be obtained on 
WWW at http://www.hku.hk; or from the Appointments Unit, 
Registry, The University of Hong Kong, Hong Kong (Fax: (852) 
2540 6735 or 2559 2058; E-mail: APPTUNIT@REG.HKU.HK). 
Closes 30 September 1998. 


The University is an equal opportunity employer 
and is working towards a smoke-free environment 
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JOB HUNTING INTERNATIONALLY? 
Executive earning $50K-500K+. Career searching into, within or out of 
Asia/Europe/U.S.? A new position is closer than you think! Free info. 
www.CareerPath.co.uk E-mail: cpasia@bkk.loxinfo.co.th 











AT. R 
Ay cA Tel: se i KA Fax: E “4, 
5 ft = (662) & Re? , (662) 3 x 
. . j 7 p 9, * 
gO 2674685 2674688 gr 



















Gf BT Education Services is a | 
leading independent provider of education 
and training services worldwide. 

We are currently seeking experts in one or more of the 
following fields for immediate and longer term project work: 





e Sectoral/Sub Sectoral programme advice 


e Human Resource Development 





e NGO/Government liaison/planning/advising 


e institutional Strengthening 

























e PMU/PIU/CU experience 


Whilst CfBT is primarily concerned with educational 
intervention, we increasingly look for individuals from 
different professions who possess strong project 
management skills and a track record across sectors 
{ideally public sector) and with a range of donors. 
Applicants must also have experience of working on aid 
funded projects (preferably EU) in developing countries, 
be experienced report writers and have the. strong 
influencing skills and interpersonal qualities this level of 
working demands. Evidence of managing multi- 
component projects is also key. 


Cf BT manage an international database of suitably 
qualified and experienced individuals. Register with us 
through our website or email. We will contact you 
quickly if you are a candidate for positions we are 
currently sourcing. 


Email: Intrecruit@cfbt-hq.org.uk 
Website: http://www.cfbt.com 


Alternatively, send your CV to international Recruitment, 
Cf BT Education Services, 1 The Chambers, East Street, 
Reading RG1 4JD, UK. Fax: +44 (0)118 952 3924. 
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NATIONAL INSTITUTE OF Se 
PUBLIC FINANCE ax” | [ ro nommas sts 
POLICYNEW DELHI is looking for 


Invites applications from Indian nationals for the HEAD, 

-position of HDFC Chair- Professor in Housing and P LANNING 

Urban Finance in the pay scale of Rs.4500-150- AND PUBLICATIONS 
5700-200-7300 plus allowances as per Institute’s 


rules. The scale is under revision. Kopani to the Director of Information and Press, you will be- 


responsible for the preparation and execution of the overall Informa- 
Qualifications: A creditable academic record with a tion Plan and Budget; supervision of the Publications and Electronic — 
Ph.D in Economics and specialisation in housing and Documentation Units, Library, Distribution and Financial Units, video and © 


urban/local finance with at least 10 years of research exhibition projects 

or teaching experience in this field of specialisation. You are an information/communications professional and a national of 
Applicants having experience in policy-related a member country of NATO. You have: 

research and in developing regulatory frameworks + ten or more por experience in comparable duties, in the public 
for urban utilities and housing will be preferred. information field - , 

Applicants must have to their credit publications in + experience in managing stoff, administration of financial resources 


renuted national and internati , als and budgetary procedures and systems 
ep Ponni and mmtceiadonal Jouri, + sound computer knowledge and practice 


Applications should reach the Secretary, National @ fluency in English or French, good knowledge of the other 
Institute of Public Finance and Policy, 18/2, Satsang 


Vihar Marg, ie ‘nations si Applications should be sent with o detailed Curriculum Vitae, 
eae DA . ae perv 3 Prai see A quoting reference OIPEC before 21st August 1998, t: 


advertisement. FAX No. 91-11-6852548. Recruitment Officer, NATO Headquarters, 1110 Brussels, Belgium 


E-mail: nipfp@nipfp.ernet.in Only those candidates who meet the specified requirements and whose 
applications pass the initial screening will receive a reply. 








Environmental/Agricultural Economist 


Wallingford 


The Institute of Hydrology (IH), a component part of the Natural Environment Research Council's Centre for Ecology and Hydrology, requires a qualified 
economist to work on a range of water-related environmental and agricultural research projects. 

You'll develop and apply innovative techniques for valuing water and other environmental goods and services. Responsible for enhancing and 
expanding H's research capability in the field of environmental economics and related subjects, you will provide input to a wide range of research 
projects in both developed and developing countries. 

innovative and enthusiastic, you are willing to adopt a flexible approach to tasks. A sound knowledge of analytical techniques-and computer software is 
vital, as is an ability to write clearly and concisely. A good understanding of environmental policy issues and the institutional and social aspects of 
resource management will be considered an advantage. 

You should have a degree in Economics {which included agricultural/environmental economics as a major component) and two years’ relevant 
postgraduate experience. For the higher grade, at least five years’ postgraduate experience or a PhD is required along with a willingness to take on 
managerial responsibilities. Although the post will be based at Wallingford, you must have a clean driving licence and be willing to undertake field visits 
and work overseas for periods of one to three months. The appointment is initially for three years and will be at HSO grade, attracting a Starting salary 
in the range of £14,200 - £19,880 on a scale rising to £25,770 or, for suitably qualified candidates, SSO grade With a starting salary in the range 
£17,600 - £24,640 on a scale rising to £31,920. 

For further details and an application form, please contact The Personnel Section, Institute of Hydrology, Maclean Building, Crowmarsh Gifford, 
Wallingford OX10 SBB.Tel: 01491 838800. E-mail: webca@nerc.ac.uk Closing date for receipt of applications is*10 August 1998. 

The Council has an equal opportunities policy and welcomes applications from all sections of the community. Peopie with 

disabilities and those from ethnic minorities are currently under-represented and their applications are particularly welcome, 

Guaranteed Interview Scheme for disabled candidates. 





Natural 
Institute of Environment 


Research 
Hydrology Council 
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Sultan Qaboos University - Sultanate of Oman 


COLLEGE OF AGRICULTURE 


Agricultural Computing Scientist 






































Sultan Qaboos University, the National University of the Sultanate of Oman, 
invites applications for a faculty position of Agricultural Computing Scientist 
in the Department of Agricultural Economics and Rural Studies starting 
September, 1998. 


The incumbent will have the following duties: (1) teach assigned courses in the 
Department of Agricultural Economics including an introductory course on 
agricultural computing, (2) responsible for matters concerning computers in the 
College of Agriculture. Applicants should possess a minimum of Ph.D. degree in 
computer science, agricultural economics, economics or related fields with proven 
theoretical and practical experience in computer applications and use. Strong 
knowledge of hardware-software systems is required. 


The incumbent will act as a technical advisor to the College of Agriculture for all 
matters of computer hardware, software, and networks. As such, the incumbent 
will be a permanent member of the Computer Planning and Management 
Committee and will contribute to the future development of computer facilities in 
the College. Advanced knowledge of Microsoft Operating Systems (including 
network software) and Novell network system is necessary. 


Evidence of sensitivity to cultural diversity and fluency in both spoken and written 
English are necessary. The ability to carry out assigned responsibilities for 
teaching, research, and extension, and to interact effectively with academic staff, 
‘technicians and students is essential. Candidates should have at least two years of 
relevant experience. 


Apart from a very attractive tax free base salary, the University offers free 
furnished accommodation, two years renewable employment contract with end of 
service gratuity, annual leave with return air tickets, free medical treatment in 
Government Hospitals. 


‘Interested candidates are requested to submit a letter of application and a full 
C.V., quoting our Ref. ADV/AGRI/06/98 to: The Director, Personnel Affairs, 
Sultan Qaboos University, P.O. Box 50, Al-Khod - 123, Sultanate of Oman. 

Email: personel@squ.cdua.om 
Please visit our website at http://www.squ.edu.om/agr/index. himi 
for pertinent information 


International Institute for Tropical Agriculture international Livestock Research Institute 


POSITION ANNOUNCEMENT 


AGRICULTURAL ECONOMIST 


‘The International Institute of Tropical Agriculture and the Intemational Livestock Research 
Institute invite applications from qualified candidates for the position of Agricultural Economist. 


HTA and ILRI are international research institutes in a worldwide consortium of 16 research 
centers under the auspices of the Consultative Group of Agriculture Research Centers (CGIAR). 
ITA’s mandate area is sub-Saharan Africa while ILRI has a global mandate for livestock research 
in the Tropics. The two institutes collaborate closely in the field of crop/livestock integration. 


Following the suceessfal appointment of a jointly established agronomist, HTA and ILRI are now 
seeking an agricultural socioecanomist for another joint appointment to be based at HTA's 
headquarters in Ibadan, where ILRI also has a Regional Site co-located on the HTA campus 


This senior intemational scientist position will report to the Director, Resource and Crop 
Management Division of HTA and to the Leader of the FLRI's West Africa Regional Group. The 
responsibilities will include developing methodologies for analyzing dynamic agricultural 
aystenis, ex-ante assessment of potential alternative technologies for research priority setting, and 
ex-post impact assessment of IITA and ILRI generated technologies. 


‘The successful candidate will have a PhD. in agricultural or resource economics and a minimum 
af 5 years experience thereafter. Research experience in a developing country, preferably in 
Africa, is highly desirable. Demonstrated proficiency in impact assessment, policy studies and a 

| broad knowledge of agricultural economics is requiredeAn excellent command of spoken and 
written English is a must and a working knowledge of French would be an asset. The successit 
candidate will be expected to be a good team player both within and across institutes. 





TITA’s Ibadan headquarters has excellent living and recreation facilities, dn international school 
for children up to the age of 12 years, and good communication and transportation infrastructure. 
Salary and benefits are internationally competitive. free of Nigerian income tax. and include a car 
for personal and official use, annual homie leave travel, and health service and insurance, 


Applicants for these positions are invited to send their curriculum vitae. date of availability, the 
names and addresses of three professional referces (including telephone, fax and email numbers) 
to: The Director General, WTA, c/o LW. Lamibourn & Company, Carolyn House, 26 Dingwall 
Road, Croydon CRS JEE, UK. Initial contact by email can be made to F. McDonald, International 
Recruitment Officer on F. MeDonald@CGNET.Com 
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Property Forecaster/ 
a Urban Economist - London 


Jones Lang Wootten is a leading firm of international Real Estate 
Consultants with over 80 offices world-wide. The Pan European Research 
unit is responsible for providing a first*class Research and Consulting 
service to internal and external clients based on in-depth market 
research and analysis of market prospects. 


Working with the existing forecasting staff, the post offers a varied and 
challenging workload. Responsibilities will include: 


+ projecting office market trends 
» developing forcasting models for retail and industnal sectors 


e developing cross sectional analysis /Pan European models 


In addition, the person will develop economic briets for in-house 
applications across Europe, and may expect to be involved'in external 
consulting projects where there is a major forecasting component. 


Applicants must be graduates and have strong quantitative and 
modelling skills, most likely with a background in'both Economics 
and Statistics. An interest or background in geography, regional 
economics and property would also be desirable. A minimum of 2-3 
years expenence and the ability to communicate complex statistical 
results to colleagues and clients from other backgrounds is essential, 





Please apply in writing enclosing your CV and current salary 
details to Theresa Salter, Recruitment Manager, 
Jones Lang Wootton, 22 Hanover Square, London W1A 2BN. 


4» Jones Lang Wootton 






University of 
Canterbury 


NEW ZEALAND 


Chair of Economics 


Applications are invited for a chair in the Department of Economics. 
This senior academic continuing position is one of two chairs 
established in the Department, which has a continuing academic staff 
of 16. The University is seeking a scholar with a record of significant 
achievement and initiatives in research and teaching, and with strong 
general leadership qualities. It would be desirable if applicants’ 
interests were complementary to the Department's existing programme. 
Appointment to the position shall require accepting a three-year as 
Head of Department from the date of initial appointment, and therefore 
demonstrated ability in administration would be an advantage. 

The salary for Professors is in a range from NZ$86,500 to NZ$106,500 
per annum, which is in the top 2% of incomes for New Zealand, 
Further details may be obtained from the Association of 
Commonwealth Universities (46745), 36 Gordon Square, London 
WC1H OPF (tel. 0171 387 8572 ext. 206; fax: 0171 383 0368; email: 
appts@acu.ac.uk). Information about the University may be accessed 
on >hitp:/Avwww. regy.canterbury.ac.nz.> 


Applications, quoting Position No. EC5, close on 30 
September 1998 and must be airmailed to: 


























the Registrar, Attention: Human Resources Section, 
University of Canterbury, Private Bag 4800, 
Christchurch, New Zealand. 


The University basa policy of equality of opportunity in employment. 
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Set within easy reach of some of Britain’s most attractive 
. Sea coast, mountains and agricultural country, the 

niversity is at the hub of a busy commercial centre which 
nefits from excelent air, rail and road links. 


CHAIR IN PROPERTY 
_ ECONOMICS AND 
~ FINANCE (0.5 FTE) 


The Department of Land Economy is seeking to strengthen 
< farther its standing in the area of property investment and 
market analysis which was flagged as being of international 
quality in the last Research Assessment Exercise. 
Applications are invited, for a part time chair, from senior 
academics in property economics and finance. An outstanding 
publication record in major international journals is essential 
and a knowledge of the American property market is highly 
desirable. 
Application forms and farther particulars are available 
, from Personnel Services, University of Aberdeen, 
Regent Walk, Aberdeen AB24 3FX, telephone 
(01224) 272727 quoting reference: FLELLOP. 
A 24-hour answering service is in operation. 


“Closing Date: 14 August 1998. 
An Equal Opportunities Employer 

















UNIVERSITY OF 


OXFORD 


Said Business Schoo! 
University Lecturership in Management Studies 


The Said Business Schooi plans to make at least six appointments to lecturerships in all 
“areas of Management Studies in 1998-9, One post is immediately vacant, in association 
with a tutorial fellowship at St Anne's College and a college lecturership at St Hilda's 
| College: The Schoo! has particularly urgent need for a lecturer whose background is in 
‘marketing but applications from candidates with backgrounds in ali areas of 
management are welcome. The person appointed will be expected to teach on a range 
of courses at-undergraduate and graduate level, and on the MBA programme, and will 
be expected to have both teaching -experiénce and research excellence in their 
particular. area, The salary wilt be a combined university and college salary, and 
additional collage allowances are payable. Further payments may be available in 
respect of additional duties undertaken, 
The Said Business School is the business school of the University of Oxford. Its MBA 
programme was: established in 1996. and the University is engaged in a major 
expansion of undergraduate, postgraduate and executive education in management. A 
new £25 milion building to accommodate the school is expected to be completed in 
» 2000: Enquiries about opportunities in the School are weicome and should be made, 
through Deborah Lisburne, to the Director, Professor John Kay. 
Further particulars containing details of the duties and full range of emoluments 
and ‘allowances attaching to the university and college posts, may be obtained 
from: Deborah Lisburne, Said Business School, Radcliffe infirmary, Woodstock 
. Road, Oxtord OX2 6HE, (tel: 01865 228521, email: Deborah.Lisburne@obs.ox.ac.uk) 
to whom completed applications (ten copies or one if airmailing) should be sent 
by 31st August 1998. interviews are likely to be held during September. Further 
detail about the Said Business School can be found on www.sbs.ox.ac.uk 


The University is an Equal Opportunities Employer. 




























TO ADVERTISE WITHIN THE CLASSIFIED SECTION, CONTACT: 


Philip Wrigley Suzanne Hopkins 
London New York 
(44-171) 830 7000 (1-212) 541 5730 
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ENTREPRENEURS WANTED 


We are a trading group with establishe | offices 
U.K., U.S.A., Ireland, China, Iran, India, Philippi 
Bangladesh. EF : 


We are looking for seriously motivated individuals 
minimum ten years experience in international trade. 
finance the setting up and running of a loca 
representative office in their respective country. Al 
trading activities will be financed by us, Er 


Please fax your resume/bio-data in strict confidence to: 
516 - 6263885 U.S.A, Tg 






























DFID is developing a new research programme .to reflect 
the priorities in the White Paper published in November 
1997, Eliminating World Poverty - A Challenge for the 
21st Century, 

We are now looking for a social scientist, preferably with a 
background in research or research management, to join 
the Economic and Social Research Managemenr Unit 
(ESRMU). You will assist with the implementation of the 
new strategy and be responsible for the assessment of 
research applications, launching thematic programmes in 
priority areas, for monitoring and disseminating on-going 
research, for building partnerships with research ; 
organisations in developing countries, and for the 
evaluation of research impact. 


You will have a Masters degree and may have a PhD as well; 
an excellent understanding of the application of the social 
sciences to developing countries and of current research 
and development issues; at least 4 years’ experience 
working in a relevant area of research and/or development 
and the interpersonal skills and knowledge to interact 
effectively with researchers in the UK and overseas and with 
senior officials in partner development agencies. Practical 
experience working in a developing country would also be . 
desirable. : 

Salary range £20,000 to £32,000 depending on 
qualifications and experience. l i 
The appointment is initially for a three year contract with 
the option of extension or a permanent posting. There will 
be considerable UK travel involved with a limited amount 
of overseas travel. 


The post is open to UK nationals, members of the 
European Economic Area and Commonwealth citizens: 
For further details and application form, please write to 
Appointments Officer, Ref No AH304/3/SC/TE, 
Abercrombie House, Eaglesham Road, East Kilbride, 
Glasgow G75 8EA, stating Ref No clearly on your 
envelope, or telephone 01355 843138. 

Closing date for applications is 12th August 1998, 
DFID is cammitted to a policy of equal opportunities and 
applications for this post are sought from both men and 


-DFID 
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Department for 
international 
Development 

















‘APPOINTMENTS —__ 


DEPARTMENT OF ECONOMICS AND FINANCE 





Two Professorships (ref 5287) One Readership (Ref 5599) 
Two Lectureships A/B (ref 5276) & One Lectureship A (Ref 2566) 


: From 1- October 1998 or as soon as possible thereafter. 
| UNIVERSITY The Department wishes to appoint six new members of staff and is particularly seeking a Professor or Reader in the 
L teld of Financial Economics or a related area. It is likely that one of the Professors appointed will become Head of: 
; Department. 


The Department of Economics and Finance was awarded a rating of 4 in the most recent Research assessment Exercise. 
The Department's strategy is to continue to strengthen its research profile and, to this end, we seek applicants who will 
play an active research role in the Department. They will also be expected to teach at undergraduate level and/or on 
the Department's large MSc course in Business Finance. They will also be expected to actively contribute to improving 
the Department's research profile. Excellent support in terms of computer and data facilities, funding for conferences 
and other direct research costs are available. 


Brunel 
University Salaries (1 October 1998 rate) will be - Lecturer A scale: £18,067 - £23,277 pa; Lecturer B scale: £24,138 - £30,460 pa; 
Reader scale: £31,908 - £35,876 pa and Professorial range £36,582 pa minimum (including London Weighting), according 


exists to spice? i 
provide to qualifications and experience. 


high quality For further details and the application process please send a self addressed envelope to Personnel Services, Brunel a 
education University, Uxbridge, Middlesex, UB8 3PH quoting the appropriate reference number, Informal enquiries to Professor 



































and Adrian Woods (Tel: 01895 203139/email:adrian.woods@brunel. ac.uk) concerning the Chairs and to Dr. Chris Martin 
desis a of -regarding the Reader/Lecturers (tel: 01 895 203171/email: christopher.martin@brunel.ac.uk). ae 
use to the 


community. Closing date for completed applications: Friday 11 September 1998. 





aS 
You will work within.a team of other economists to develop and 
implement DFID's African policy. You will work closely with the donor 
community, the IMF and African partners, to improve the poverty 
reduction impact of our joint efforts. Much of this agenda will be pursued 
in the working groups of the joint donor Special Programme of Assistance 
to Africa (the SPA), where you will represent the UK. You will also 
spend some of your time advising on DFID programmes in specific African 
countries. 


Economist 


The Africa Division of DFID London needs an 
experienced economist to advise a new policy unit. You 
will have at least 8 years’ experience of working on the 
economics of developing countries and will have a 
strong understanding of the economic issues facing sub- Applicants should be UK nationals. : 
Saharan Africa. You will have solid macro and micro ; ; , ; S 
economic skills, direct experience of designing and Salary wili be negotiable depending on experience and qualifications and 
will be in the range £29,835 - £45,204 p.a. 


managing aid interventions and you will have worked as ; 
an economist in an African country, An understanding The appointment will be for a fixed term contract of up to 3 years, with 


of the politics of the international financial institutions, the possibility of extension or permanent appointment. 

including the World Bank and the IMF is essential. Closing date for applications: 14th August 1998. 
You will have good academic qualifications in economics For further details and application form, please elte to 
to post-graduate level. Appointments Officer, Ref No AH304/FA/TE, Abercrombie 
House, Eaglesham Road, East Kilbride, Glasgow G75 SEA, 
stating Ref No AH304/3C clearly on your envelope, or telephone 
01355 843545. 


DFID is committed to a policy of equal opportunities and 


Department for applications for this post are sought from both men and women. 


international 


Development i A ; 

















BUSINESS & PERSONAL 
IBLISHED) [NEW AUTHORS 


PUBLISH YOUR WORK 
ALL SUBJECTS CONSIDERED: 
Fiction, non fiction, Biography, Religious, 













YOUR BOOK PUBLISHE 
New Authors Weicome 


HAH subjects considered for publication, (Gan 
ha complete and professional service from ¢ ) 


[Psychometric Assessment 
for Management Selection 
and Development 


CUT THE COST OF YOUR 
STAY IN LONDON 
Comfortable self-contained serviced studio fats: 
in Knightsbridge near Harrods. fully equipped 
kitchen-dinette, bathroom, phone, satellite TV., 
central heating, elevator, maid service, resident 
manager. Suit 1-2 persons, Brochure by Air-Mail: 















|| manuscript to bookshop shelf, Worklwide 
distribution 






ASSOCIATES LIMITED 







Write or send manuscript without obligation to: | Poetry, Childrens, Ki j 
Fane abishing Company, Depts |_| AUTHORS WORLD-WIDE INVITED. eT ae Sites i 
Edinburgh House, 19 Nassau St, London UK WIN IREI) ff WRITE OR SEND YOUR MANUSCRIPT TO:- London SW7 1AQ. H Rocks Lane, London SW13 ODB. 
Fans +44 (0) 171 636 5756 | MINERVA PRESS EE oan 4123, Fa a Tels-44 (181 878 2213 Fat: +44 (D)181 878 





i 728bEmail: Foxx@ Compudervecom 


i Http www.januspublishing.co.uk www.ksflats.demon.co.uk 






} 





2 OLD BROMPTON RD, LONDON SW7 300. 
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POLICY AND RESEARCH 
LONDON BASED 


A 
European Wine Energy Asradattoiy 


The Industry.. 


Wind energy is the fastest growing source of energy world-wide. In recent years 
Europe has seen a 40% increase in installed wind energy capacity per annum. 


The company j 


EWEA is the Voice of the wind energy industry at an international level, With 
15,000 members, it is the latgest renewable energy association in the world. 
The position 
Key. position within the EWEA, reporting to the Chief Executive 
Conducting research and analysis on issues concerning the industry 
Monitoring international legislation and preparation of reports and policy 
documents” 
Assisting in implementation of EWEA policy 
Coordination of Working Groups activities and briefing of Board of Directors 


Qualifications 
Proven experience of policy development 
Excellent strategic and analytical thinking based on a.solid understanding of 
the international electricity power markets 
Ability to’ give clear and timely advice, sound political judgement 
Knowledge of workings of EU and UN institutions desirable 
Ability tó translate ideas into actions 
Strong writing skills 
Computer literate (MS Office, Internet) 


University degree in economics. English mother tongue, knowledge of a 
second European language an advantage. 


Remuneration 
This is a full-time position/competitive salary 


Application 


Full career, salary details, three references and covering letter highlighting 
relevant experience to: The Chief Executive, EWEA, 26 Spring Street, London 
W2 WA+~UK 

Additional information: www.ewea.org 


ASIAN INSTITUTE OF TECHNOLOGY (AIT) 
School of Management (SOM) 
Bangkok, Thailand 


soi 
ee DEANSHIP “a 
aa and New Faculty Positions J 


the Asian Institute of Technology (AIT), founded in 1959, is an autonomous intemational 
postgraduate studies institution. The School of Management (SOM) of AIT is seeking 
nominations or applications for the position of Dean. Potential candidates should hold or be 
eligible for the rank of Full Professor. The Dean normally serves á three-year term, with a 
possibility. of renewal for another term. However, the faculty appointment may continue after 
completion of deanship. : 


Candidates should have a record of substantial academic, consulting, and administrative 
achievements in Business Administration or Management. Candidates also should prepare a 

. Statement of their Vision for the School of Management, as part of their application. Strategic 
directions and innovative approaches to become the leading School of Management in the Asia- 
Pacific region should be highlighted. The Dean is expected to lead SOM in a period of challenge. 
The ability to provide visionary leadership and ‘to interact with faculty in a transparent, collegial 
and participatory way are key requirements. Candidates are expected to establish strong Hinks 
with intemational, regional and local business communities and take a leading role in fund- 
raising and consulting activities, Past success in these activities should be documented. 





The Institute is also seeking new faculty to meet the growing needs of the School in its two 
fielts of MBA study: International Business (IB) and Management of Technology (MOT). 
Appointees are expected to teach, conduct research, organize executive development ‘programs, 
and do consultancy in areas related to the above fields. Initiatives such as program and/or new 
course development are highly desirable. The appointments are focused on the following areas: 
Finance © & Accounting; International Marketing; International Strategic Management: 
Management of Information Systems; R&D Management; Technology Transfer; and Technology 
Assessment & Forecasting. Academics with other specializations relevant to IB or MOT are 
encouraged to apply. 


‘The minimum academic qualification for the above faculty positions is a doctoral degree in 
Business Administration, Management, or related disciplines. The appointment may be at the 
rank of Assistant, Associate or Full Professor, depending on teaching and professional 
experience. Appointment may be renewed, based on performance. Base salary will be 
commensurate. with experience and achievements. Benefits include a housing allowance of 20% 
of base salary, 10% contribution to an insured savings or compensation fund, round trip air 
travel, settlement and resettlement grants, and an educational allowance for children. Any 
income tax on salary drawn from the Institute is paid by the Institute to the Royal Thai 
Government: 


Applicants are invited to submit their resume including names of three referees. Please submit 
applications via fax or air-mail by 31 August 1998 to: The Dean, School of Management, Asian 
Institute of Technology, P.O: Box 4, Klong Luang, Pathumthani 12120, Thailand, fax: (66-2) 
5245667, 5162126. For further information, please contact the Dean at e-mail address: 
som@iait.ac.th or visit our website: http://www. ait.ac.th’AlT/hro/ads‘som. him! 
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enere for Economic Policy Research 
Research Posts in Finance/Mathematical Finante = 


Jwo one year research posts. linked to. the ESRGlunded project, New. Approaches to Modellin ' ; 
Defaultible Debt. Applicants should have o strong quontitative background with an MSc/PhD in finance, | 
maths or o natural science. ; Sgann 
Please send CV ond examples of research to: Professor William Perravdin, Dept. 
Economics, Birkbeck College, 7-15. Gresse Street, London WIP 24 . ae 


COURSES 








UNIVERSITY DEGREE 
For Life, Academic & Work Experience: Pan 
Degrees for people who want to be more effective: | 

and secure in their jobs or professions. 

Eam your BACHELOR'S, MASTER'S or DOCTORATE degree by 

utilizing your ba ang work experience. College eguian credits are 

yi X militar e compar ny training, Indust 
courses, saminars and business ee. i 
We accept college credits no matter when taken. 


industry. We will assist you in.completing your degree requirements I 
at your own pace through home study. ; ` 
SendAax detailed resume for a NO COST evaluation. = ` 
Pacific Western University 
1210 Auahi Street, Dept 137, Honolulu, HI 96814-4922 
4-(808) 597-1909 ; 
CALL: (800) 423-3244 ext. 137 UK; 0800-960-413 
Fax: (310) 471-6456 E-Mail: admissions @pwu.com 


http:/Awww.pwu-hi.edu~ 


"As you know 
experience is 
still the best 

teacher... But 
degrees open 
doors." 













Tomana TENDER 
Off Campus Degrees 


BACHELOR + MASTER'S * DOCTORATE 





PRIVATISATION OF SPAS - 
















Credit for Work & Life Experience 
1-504-626-8904, Dept. 136 JAMAICA 
620 Lotus Dr. N. + Mandeville, LA 70471 USA The National Investment Bank of 
hetp:/Mwww.distance.edu Jamaica Limited on behalf of the 


LASALLE EDUCATION CORPORATION Government of Jamaica — invites 


proposals for the lease of Bath 
Fountain Hotel and Spa, and Milk | 
River Bath Hotel and Spa. Both 
properties. have thermal springs. For 
further information, contact National 
Investment Bank of Jamaica Ltd., 11 
Oxford Road, Kingston $; P.O. Box 
889, Kingston, Jamaica West Indies. 


Telephone: (876) 960-9690/9. 
Fax: (876) 9200379, (876) 920-0907. 
E-mail: nibj@infochan.com 
















Readers are recommended 


to make appropriate enquiries and take 
appropriate advice before sending money, 
incurring any expense or entering into a 
binding commitment in relation to an 
advertisement. The Economist Newspaper 
Limited shall not be liable to any person for 
loss or damage incurred or suffered as a 
result of his / her accepting or offering to 
accept an invitation contained in any 
advertisement published in the Economist. 


FELLOWSHIP 


& HOD Policy Fellow with Health Group. 


The Harvard Institute for International Development seeks a Policy Fellow to head. 
its health office and provide intellectual and programmatic leadership in intema- 
tional health. This is a five year renewable term appointment involving work in 
Cambridge and overseas. 

Policy Fellows play leading roles in research, teaching, and overseas activities. 
Candidates must have demonstrated ability to communicate with the academic, 
policy-making, and international development communities. Responsibilities in- 
clude overseeing HIID’s health effice; conducting research; teaching and training, 
developing and managing international health projects; advising developing coun- 
try institutions; and participating in policy and personnel decisions at HID. 

Applicants mut have a M.D. or Ph.D. in public health or a health-related field 
such as demography, anthropology, economics, epidemiology, or microbiology. They 
must have: extensive experience with health policy and program issues in develop- 
ing countries; a record of high-quality publications; the ability to communicate ana- $ 
lytic concepts to students and senior policy makers; and a capacity and willingness | 
to develop and manage overseas advisory and training projects. 


Send letter of application and CV to: Professional Recruitment, HIID, 14 Story St, Came. 
bridge, MA 02138, or fax to 617/496-8190. Haroard University is.an equal opportunity /affirma- 
tive action employer. Women and minorities are encouraged to apply. 
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Our graduates are recognized for their achievements in business andi oe 














BUSINESS & PERSONAL _ 


INCORPORATE IN USA 
BY FAX OR PHONE 


Delaware $199.00 | 
` Wyoming $285,009 
« Confidential and cost effective Nevada $380.00 | 
+ Full registered agent services Utah $270.00 
209.421. TEL: 302- 421 -5750 
FAX: 302 421 5793 E Mail: corp@dea.net 


__ Registered Agents, Ltd. __Web Site: www.incusa.com 


| e Corporations and LLCs 
Free name reservation 
<e Personal assets shielded 


LAW OFFICES OF COLIN R. SINGER, Attorney 


Canadian Citizenship & immigration Tel.: (S14) 487-2011 
510-4999 ‘atherine St. West 
Montreal, QC, Canada, H3Z 173 


"Canada’s leading internet law ‘firm n 
World Wide Web Site: hrtp://weew.singer.ca/ 


The Original 


kallback: 


e No Deposit ¢ instant Activation 
e No Miminum ¢ Ideal far Home, Office, 
e No Set Up Fees Hotels and Mobile Phones 


“Callers get eaters EEP E De aly ae | high-quality service” Agents | 
-The international Herald eaters EEP E De aly ae | Wanted 
Tel: 1.206.599.1992 * Fax: 1.206.599.1982 


417 Second Avenue West « Seattle, WA 98119 USA 
www.kallback.com * e-mail: info@kallback.com 


New lower 
rates! 





Super Low International 
Telephone Rates! 


To Ae To the To To 
UK: Germany: France: 


216 





Tel: 1 (212) 629-3268 
Fax: 1 (212) 629-3269 


maxinfo@maxtelecom.net 


Great rates from the U.S. 
1 (800) 965-1645 
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FREE CASH GRANTS! College. 
Scholarships. Business. Medical bilis. 
Never Repay. Toll Free 1-800-218- 
9600 Ext, G-4265 US Only. 





GOV'T FORECLOSED homes from 
pennies on $1. Delinquent Tax, 
Repo’s, REO's. Your Area. Toll Free 
(1) 800-218-9000 Ext. H-4265 for 
current listings. 


HANDWRITING 
ANALYSIS 


Examiner of disputed and 
anonymous documents. Also 
aptiude/character assessment 
for recruitment purposes. 
girls Lavell FAE 
9 Village Close 
London NW3 54H 
Tel: 6474-794 6060 Fax: 6171-431 4699 





2ND- PASSPORTS / Driver's Licences 
Í Degrees / Camouflage Passports / 13 
Countries / Secret Bank A/Cs / Awards. 
GMC, Fax: +3920-5241407; E-Mail: 
100413.3245@compusetve.com; 

hitp:/Awww.global-money.com 











Save 30-70% on international Calls 


“Justice rated #1 in Callback 


1997 international Telecommunications Association. 
* Business, residential, and 
cellular savings. 


* Earn Free air travel with 
WorldMiles program. 

è join the prestigious 
Justice Agent Program. 








TECHNOLOGY CORPORATION 


it’s just what you're looking for. 
Mention this ad for a sign-up bonus. Agent inquiries welcome: 
1-310-526-2200 1-310-526-2100 fax 


NOB: 


SAVES YOU MORE 


ON T CALLS! 















referring a friend 


UK... 17C] Most new customers are 
|France... ... 25¢| ; referred by satisfied 
ne, wun CEES. NewWorld users 
Healy... 20. 32e ob? 
Netherlands. . 25¢, Now eam 20% by 
(Switzerland . . 26¢ 

Brazil STANN 636 Numerous Special Services Included 
[Malaysia .. WSA 749e - No Extra Charge - 


‘Call: 201.287.8400 Fax: 201.287.8434 
in the UK. Cal: 44.171.360.5037 Fax: 44.171.360,5036 
economist@newworldtele.com http://www.newworidtele.com 


Business to Business agents welcome 
201-287-8400 






PELEC EMME 


1402 TEANECK ROAD + SUITE 114 + TEANECK. NEW JERSEY + O7666 + USA 
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1 —_ START YOUR OWN ~~ 
IMPORT/EXPORT AGENCY 
Sey E SERVICE singe No capital or exp. reg. No risk. Work 
pnt e aai Pie from home. Part/Full ime. Help Desk. 
i ition in South Kensington. I Established 1946. Clients in 120 countries 
` 2person apartment from £70 per night s Free Booklet. 
4 person apartment from £115 per night t WADE WORLD TRADE 
i ' Dept 2c24 50 Burnhill Road 
s i Beckenham Kent BR3 3LA 
> iTouris? a TEF 444 (0) 181 650 0180 (24hrs) 
| ASHBURN GARDEN APARTMENTS Fax, tdd (0) 181 663 3212 
| 3 Ashbum Gardens, London SW? 4DG. UK. | * http://www. wadetrade.com 
on h m m oam ee oe oe 


Tel: ++ 44 171370 2683 


2nd PASSPORTS 
OFFSHORE COMPANIES 


For confidential, professional service, 
contact: 


U.S. Company, No Taxes? 
YES, YOU CAN! 


Ws easy. 


Maritime International Ltd. 
P.O. Box WC166, Bay View Place, 
Crosbies 













dalle « ; It's fast. St. John’s, Antigua, West indies 
“Ts 100% private. Tel +1 (268) 461-2024 
i s 100% legal. Fax +1 (268) 462-2718 






Email: maritime@candw.ag 


“For FREE consultation 
“and brochure filled with 
Surprising information, contact: 
GLOBAL BUSINESS SOLUTIONS, INC. 
Phone: USA+(619} 578-7541 
Fax: USA+ (619) 578-0238 
E-mail: gbs@millennianet.com 


OFFSHORE 
COMPANIES 


COST EFFECTIVE 
NOMINEE & MANAGEMENT SERVICES 
AVAILABLE 





BVI £275 
GIBRALTAR £275 
ISLE OF MAN £275 
IRISH £275 
BAHAMAS £275 


OTHER JURISDICTIONS AVAILABLE 


FINANCIAL ADVISORS 






SAVE CLIENTS UP TO 
50% ON BANK LOANS! 


w/COLLATERAL LOANS 
PAY INTEREST ONLY. 
ENROLL IN OUR 
TRAINING PROGRAM. 


PROFESSIONAL SERVICE PROVIDED BY 
IN HOUSE LAWYERS & ACCOUNTANTS 
CREDIT CARDS ACCEPTED 


FIDUCIARY MANAGEMENT 
SERVICES LIMITED 
13 WIMPOLE STREET 
LONDON W1M 7AB 
TEL: 0171 436 8100 


FAX: 0171 436 8188 
E-Mail: CoForm3@Fiduciary.Co.uk 
httpiwww.FiduciaryGroup.com 


ERIC A. KLEIN, ATTY. 
INTERNATIONAL DEVELOPING 
ENTERPRISES AGENCY (IDEA) 
PHONE: (212) 751.0800 
FAX: (212) 688-4442 (24 HRS) 

e-mail:panglob@aol.cam 





OFFSHORE COMPANIES 
TAX PLANNING 


‘Siñce 1977, The ICSL Group has specialised in advising on the use shore 
companies and trusts to achieve personal and corporate tax savings. 


r INTERNATIONAL TAX PLANNING 
We can provide innovative solutions to your complex tax p 
We can assist you in setting up and managing a structure to help y 
substantial tax savings. 


achieve 


To receive our explanatory booklet on offshore and international tax 
I planning and trusts or to arrange a discussion, all free of obligation or 
charge, please contact your most convenient ICSL office. Alternatively, 
visit our. Web Site at http:y;www.ICSL.com. 
HONG KONG ~ Simon Hanley 
tet +852 2542 1177 rox +852 2545 0550 


LONDON ~- Peyman Zia 
Te: +44 171 493 4244 fa: +44 171 491 0605 
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Emal: tel@ICSL.com 
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No. 1 OFFSHORE co MPANIES 
BY LAWYERS | 


COMPANY AND 
TAX PLANNING 
LLL NTT, 
SCF is one of the. world’s largest tax’ 
planning practices. Fully owned. and 


SPECIALISTS 
operated by lawyers and accountants. 


Since 1975 our worldwide staff of 

over 275 multi-disciplined 

professionals including Jawyers, 

chartered accountants, chartered HAI our consultants are professionally 
‘trained and will ensure your affairs wil 
be dealt with in an atmosphere of 
utmost privacy and confidentiality. 

on ote tence ae 


secretaries, and bankers have 
provided confidential and cost 

WORLDWIDE OFFICES CAN 
PROVIDE: E3 























effective company formation in all 
the maior low tax areas. 
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| helped: America changed the way it caldu- 


ECONOMIC INDICATORS 


ee 

OUTPUT. DEMAND AND JOBS The General Motors strike hit American industrial pro- 
duction, which fell 0.6% in June. In the same month, Britain’s retail sales fell 1.1%. France's 12- 
month rate of retail-trade growth slowed in May; Japan’s remained negative. Belgium's GDP 
growth accelerated to 4.6% in the year to the first quarter; Austria’s rose to 4.2%. 





















































i changa at OOS: The Economist poll Industrial Retail sales Unemployment 
GDP GDP forecasts production (volume) % 

3mths? 1year 1998 1999 3mths? 1year 1 year latest year ago 
Australia +53 +4901 +30 +28 +32 +27 4 +28 Q1 8.2 Jun 8.5 
Austria na +420) +27 +27 -13.6 +25 Mar nil Mar 45 May* 43 
Belgium +58 +460) +28 +28 na + 5.6 Apr’ + 46 Mar 117 in 126 
Britain +21 +3001 +22 +16 +28 +08 May + 2.3 hun 6.3 My 7.2 
Canada 437 +38 Qq) +34 +28 +70 + 3.6 Apr + 5.9 Ap 8.4 jun 9.1 
Denmark -12 Gana +29. +25 -21.2 - 3.3 May + 2.6 Ape 6.7 May 81 
France +23 +3491 +29 +28 +81 + 63 May + 1.1 May 11.9 May 12.5 
Germany +39 +3801 +26 +28 +11 + 54 May + 02 May 11.0 jun 14 
Italy -04 42591 +23 +29 -23 -05 May + 06 Apr 12.0 Jan 12.1 __ 
Japan -53 -37% -10 +06 -112 =- 65 May - 25 May 4.1 May 3.5 
Netherlands +49 +420) +36 + 34 -09 + 2.5 May + 16 Apr 42 wre 58 
Spain +37 +37% +38 + 38 +32 + 5.5 May na 18.9 Ap 21.1 
Sweden =37 +250 +29 +30 -40 +80 Ap + 40 May 6.9 Jjun* 88 
Switzerland +19 +2401 +19 +20 na +103 Qi* + 15 May 3.6 junt 54 
United States +54 +3901 +33 +22 +25 +37 Jun + 7.6 May 45 jun 5.0 





*Not seasonally adjusted taverage of latest 3 months compared with average of previous 3 months, at annual rate. tNew series. §Mar-May, claimant count 























COMMODITY PRICE INDEX 
Although Thailand is the 
| world’s largest exporter of rice, its rice 
farmers are an anxious lot. This week at 
least 300 protested outside the American 
embassy in Bangkok, hoping to stop an 
American firm, RiceTech, from selling a 
strain of rice believed to be an offshoot of 
Thai jasmine rice, a premium-price vari- 
ety. They fear that foreigners are pirating 
their country’s genetic material. Rice farm- 


have leaked into paddy fields, damaging 


cerns, the Thai government recently an- 
nounced a ban on inland shrimp farms. 


1990=100 % change on 
Jul 14th Jul 21st* one one 
month year 
















































































@ CONSUMER PRICES Inflation in 
OECD countries has fallen sharply over the 
past eight years. In 1990, average annual 
consumer-price inflation (excluding high- 
inflation OECD members such as Mexico 
and Turkey) peaked at 5.1%; by 1997 it had 
fallen to 2.1%. One reason is greater disci- 
pline by central banks; Europe's, for in- 
stance, have been striving to qualify for 
the single currency. Statisticians have also 





lates its consumer-price index, knocking 
half a percentage point off the inflation 
rate. In Japan, consumer prices rose at a 
rate of only 0.5% in the 12 months to May, 
fuelling fears that it may be entering a de- 
flationary spiral. In Britain, inflation is 
| much lower than it was eight years ago, 





but it is now rising. 














rate 4.8% in June, ** Apr-Jun. | Dollar index 
Al 3 + -1 
PRICES AND WAGES Dutch consumer prices fell in June but were 2.2% higher than a year. | ars a3 ae 5s = a 
earlier, the second-highest inflation rate in the table (after Britain’s), Australia’s 12-month rate | industrials 
of consumer-price inflation, at 0.7% in the second quarter, was positive for the first time fora All 75 800 +17 -206 
year. German workers got a pay rise of 1.6% in the year to May, a 0.3% increase in real terms. Nfa? 92.0 936 +06 -189 
Metals 68.8 71.8 +25 -218 
% change at annual rate The Economist poll Sterling index ae 4 
Consumer prices* consumer prices forecast Producer prices* Wages/earnings All items 98.4 1000 + 12-173 
3mthst 1 year 1998 1999 3 mths? 1 year 3mthst 1year Food mas 1154 - 01 -157 
Australia +24 +07 @ O42 4.28 +13 411 Q@ +01 +270 Industrials 
Austria +09 +09 Jun +13 +16 - 03 nil jun na na All 84.5 867 +28 -191 
Belgium +29 + 1.6 wn +14 +18 -26 + 04 Apr +33 +230 Nfat 100.2 1014. +18 -175 
Britain +76 +37 hn +33 +28 +08 + 1,0 Jun +72 +54 Ax | Metab 749 778 + 36 -204 
Canada +S 410 ene 412 +18 -31 -08 My +48 +21 Ap | SDRindex F 
Denmark +31 +20 My +21 +25 +08 -06 my +31 +39 Now's | Allitems 92.2 939 + 03 -163 
France ns 23 + 1.0 Jun +11 +16 -12 - 03 My +14 + 26 Qi" Food 107.2 108.3 - 10 -147 
Germany +19 4 12 hn +12 412 T23 -22u è ma +16my | industrials 
| Italy 418 4+ 18 hun +19 +22 -05 +06 My +30 + 2.6 May _ All 79.1 813 +19 -182 
Japan +21 +05 May +04 -02 -09 - 03 Jun na — 0.1 May Nfa? 33.9 951 +08 -165 
Netherlands =i 422 +23 +25 -27 IOM | 3.1 AN Metals 70.2 730 +27 -195 
Spain +12 +21 Jun +20 +25 -15 -0I My +32 +29% Gold 
Sweden na +06 Jun +07 +14 -24 -14 May -05 + 43 Ap $ per oz 293.85 29545 +03 = 99 
Switzerland -03 +01 jun +02 +11 -12 = 1.5 Jon na + 05 1997 Crude oil North Sea Brent 
United States +20 +17 Jun +17 +26 +03 -08 Jun +44 442 hm | Sperbarrel 13.16 1258 - 92 -309 
*Not seasonally adjusted. * Average of latest 3 months compared with average of previous 3 months, at annual rate. **New series * Provisional. * Non-food agriculturats. 
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ers have also been complaining about the | 
conversion of swathes of farmland into | 
| shrimp farms. Pollutants from such farms 


rice harvests. Responding to their con- | 
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FINANCIAL INDICATORS 












ition expressed by the Federal Reserve 


st, however, nine markets in the table had hit records. 


-STOCKMARKETS : Markets fell in the week toJuly 22nd, partly in response to renewed fears 
i chairman, Alan Greens 


pan. Before he spoke on 


Zurich ended the week 2.2% up. 
























































% change on 

1998 one one record Dec 31st 1997 

dul 22nd kigh tow week year high in local in $ 
currency terms 

2,767.5. 2881.4 2,5249 ~ 02 + 31 ~40 + 58 +08 
15385. 1,628.6 1,245.7 +193 +59 214 + 188 +193 
3,6148 3,632.1 2,405.0 nil +38.9 -05 + 495 +50.0 

5,989.6. 6,179.0 5,068.8 - 26 +22.9 -31 + 166 +163 
"73499 7,8223 6,240.0 - 0.5 + 86 -60 + 97 +50 
7574 7788 667.1 ~ 16 +161 -28 + 120 +24 

27092 2,799.7 1,8731 - 24 +38.7 -32 + 393 +396 

; Germ “6110.7 61714 4,0873 nil +38.7 -10 + 438 +444 
tayo 1,622.97 1,654.4 1,053.2 + 26 +692 - 19 + 54) 4542 
“Japan 16,2931 17,2643 14,6644 ~ 19 -191  -581 + 68 -15 
Netherlands 1,297.9 1,315.6 892.0 +04 4313 -13 + Ri +42.6 
Spain 920.2 947.6 632.6 -11 +50.2 -29 + 455 +459- 
Sweden 3,882.5 3,985.6 2,8537 - 16 +209 ~ 18 + 294 +28.9 
Switzerland 8,340.7 84120 6,0621 +22 +421 ~ 08 + 3I 423 
United States 9,1289 9,338.0 7,580.4 -11 +129 -22 + 154 +154 
World® 11168 1,1430 896.5 - 08 +144 ~ 23 + 192 +19.2 





“Morgan Stanley Capital International index includes above markets and eight others, in dollar terms. tiuly 21st 





_ AEC PEE SRO ES PLETELY 

| MONEY AND INTEREST RATES. American bond prices slipped after the Fed chairman, 
| Alan Greenspan, hinted that American interest rates may need to rise. America’s broad- | 
| money growth accelerated to 10.1% in the year to June; Japan’s slowed to 3.5%. 

































































Money supply* interest rates % p.a. (Jul 22nd 1998) 
% rise on yearago over-  3-mth money market banks bond yields Eurocurrency 
arrow broad ‘night latest year ago ___ Prime govitt corporate 3 mths bonds 
+5.5 May 4.99 5.33 5.15 8.75 5.57 6.10 5.16 5.34 
+19 May 3.38 361 3.40 650 481 na na 557 
+5.1 Apr 3.54 360 3.42 7235 481 519 3.69 442 
+9.0 tun 719 7B 698 850 590 619 772 628 
+42 May 465 A95 334 6.50 536 604 500 527 
+28 May 3.90 4.16 3.60 6.75 487 702 413 472 
' 0 +50 May 338 — 349 3.35 655 472 501 3.52 439 
Germany +62 č +43 hun 3:40 3.53 3.16 4.390 _ 4.62 4.64 3.50 4.33 
„italy +12.2 +10.1 May: 5.00. 475 688 788 494 535 467 46] 
| Japan +77 435 i < 042 0.61 0.56 1.63 172 143 0.80 112 
Netherlands: +71 +74 ap 350 337 343 525 469 509 344 435. 
Spain €o +434 +16 May 425 4,31 5.27 __ 7.00 4.87 5.142 4.28 4.49 
Sweden: na +28 in 4.10 4.12 4.11 456 484 493 4.23 455 __ 
Switzerland. +96 +16 Ap 188 2.13 156 400 312 337 208 264 
| United States ` +09 +10.1 un. -553 5.50 5.54 850 545 664 563 545 
| tTen-year bond rates (United States 30-year 5.68%, Japan No.182 1.39%), is 
| “Narrow: MI except Britain MO, broad: M2 or M3 except Britain M4. Sources: Banco Ambroveneto, Banco Bilbao Vizcaya, Belgian Bankers’ Assn, Chase 
Manhattan, CA IB investment Bank, Commerzbank, Crédit Lyonnais, Credit Suisse First Boston, Den Danske, Deutsche, Generale, J.P. Morgan, Paribas, Royat 
Bank of Canada, SE-Banken, Svenska Handelsbanken, WEFA Group, Westpac, DatastreamACV, Rates cannot be construed as banks’ offers 














H banaan n EESE 

| GIANT FIRMS Ranked by sales, Ge 

| eral Motors was the world’s biggest com- | 

| pany last year. The American car maker 

| tops the Fortune 500 list, with sales of $178 

_ billion. Nine of the world’s 20 biggest 

| companies are Japanese; six are American, 

| But 12 of the 20 biggest profit makers are _ 

_ American and none is Japanese. Exxo 

| came top, with profits of $8.5 billion. Intel, | 
ranked only 125th by sales, came fourth, 















































































































“Australia, Britain, France, Canada, Japan and United States imports fob, exports fob. All others afffob. 
Sforward rates for delivery January 1st 1999, calculated by J.P. Morgan. §§Not seasonally adjusted. 


H 
; E => | 
| _ TRADE, EXCHANGE RATES AND RESERVES America’s trade deficit widened to $22.8 billion in May, lifting the 12-month deficit to 
| $214.6 billion. Falling exports, affected by the dollar's strength and by Asia’s economic troubles, were mostly to blame. Germany’s trade _ 
| Surplus rose to $75.1 billion in the year to May; its current-account surplus widened to $3.9 billion in the same period. 
l E Trade balance*, $bn Current account, $bn Exchange rate Currency units per $ Currency units Foreign reserves? $bn | 
| latest latest 12 latest 12 mths trade-weightedt Jul22nd year ago per per per per latest yearago | 
month months Jul 22nd year ago £ DM „ewu euro i 
| Australia ~.0.31 May - 06 ~ 146 a1 84.0 91.9 161 1.36 0.90 177 | 
| Austria ~ 1.29 q5 = 49 “~ 3.2 May 103.3 1015 12.6 129 704 133 138 | 
Belgiun? + 0.87 Jan + 116 + 13.5 Mar 1027 100.7 369377 20.6 407 
Britain ~_3.04 May ~ 266 - 02a) 104.9 106.6 0.61 059 - 034 067 | 
| Canada + 116 May +137 -020 %4 849 149 138 2a o8 i6 
| Denmark + 0.12 Apr + 35 + 059 1053 302.7 6.82 6.96 11193 3.81 
| France + 2.53 Apr + 297 + 40.3 Apr 106.1 103.2 6.00 6.16 | 985 335 
| Germany + 7.95 May + 754 + 33 May 1043 101.2 1.79 183 294 z1 
| italy ` + 3.03 Apr +273 + 30.3 Feb 76.1 75.6 1766 1776 © 2898 986 
| Japan 411.70 May +115.9 +109.6 May 1101 1336 141 116 231 787 
| Netherlands © +. 0.87 apr + 16.4 + 22.4 Q4 102.0 999 2.02 206 33 o 113 
| Spain -0.70 apr — 189 + 7.1 Ap 77.0 762 152 154 249 849 
| Sweden + 1.33 May + 174 + 55 May 848 857 7.97 782013845 
| Switzerland + 0.13 Ap + 02 EFRR 1044 1060 T51 1.49 248 085 
| United States -22.80 May -2146 -16540 113.1 1045 = = 1640.56 
i 
| 
| 
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EMERGING-MARKET INDICATORS 














| | 2 ACS 
E POLAND One of the success stories of | ECONOMY China's GDP growth slowed again, to 6.8% in the year to the second quarter. 


Eastern Europe is Poland. Itseconomyhas | Industrial production plunged 9.9% in the year to June. Indian consumer-price inflation 
expanded in each of the past seven years. | rose to 10.5% in the year to May. In the year to June, Malaysian inflation was 6.2%; Portugal's 
For the past four, real output has grown at | edged up to 2.9% and Mexico's rose to 15.3%. 

| an average rate of almost 6% a year. And 

















| the good newsis set to continue, according % change on year eäriisr eni months, $bn_ Foreign reserves, $bn 

| to theoecp’s latest survey. The Paris-based | wee Pera si ye ence i meee) eerie. VON ee 

| think-tank expects Poland’s Gpr to rise by china +680 -99 im = V3 4450 nq +246 197" 14095m 120.95 
5.8% in 1998 and 5.6% in 1999. By 2000, | HongKong -200r -409 + 45mm  -176 My  ~ 66 1997 962 a 636 
the Polish economy will be 50% bigger | India +43 197 +45 My + 105 My -70My - 62197 266 w 230 
than it was a decade earlier. Inflation con- | Indonesia = S208 +1070 + 59.5 nm 416.7 A = 5B 16.5 ap 19.5 

















































































| tinues to fall, thanks to a tight monetary asna t eer oe ee : 1 i ee) 

_ policy. The OECD expects consumer prices z £ —— n “a -Hu eae on 
| fag aeoe 12% in See are + 7500 4198s +196My 388 My 327 
with over 30% in 1994. In 1999 Polan ew + Ab EETA 844 wy 900 
should see single-digit inflation. But Po- + W2in +320 +2901 267 wy 323 
| land does have a dangerously big current- | + iian - 6.1 May  ~10.1 o 23.4 may 19.1 
| account deficit, which leaves it vulnerable 4.8 May = "62s nin SES 73.2 E 
| to a currency collapse if investors take Wer Gers be Bee Se iow. Sea 
| fright. The oecp recommends firm fiscal r Z fi = 32 = a. ve 
| action to reduce the current-account defi- ee a aaa ri Tie 
cit and to put Poland's public finances on | a ty Re ae mr TER 154 
| asustainable footing. + 2m - 62m -3i 215 wy 165 

+ 2.9 hun’ ~10.2 nar ~ 6.2 ap 15.3 Agr 15.2 

+ 5.1 My + 2.3 May - 19 a1 4A Ap 21 

y + 906 -222a - 24me 258 wa 159 

+ 12.0 iun -= 29 jun -35 Q 11.0 May 10.0 

| $17.2 My + 14200 = 20M -NOM 96 mw 86 
| +95 My + 22u ë Nemy — 44 My 231 mw ITT 

Russia — 1,6 tun - 2.1 May + 6A jun +14.7 ape +330 96 May 15.9 


“Estimate. * includes gold. Visible and invisible trade balance. §New series 











FINANCIAL MARKETS Caracas rebounded after the government unveiled a fiscal-reform 
package, gaining 4.4% in the week ending July 22nd. Seoul jumped 6.1% on July 2oth, and 
rose 15.5% over the week, as interest rates eased. Moscow fell back, losing 10.3% over the week, 
on news that part of the imr’s loan is to be withheld. 

























































































Currency units Interest rates  Stockmarkets % change on 
pers per £ short-term Jul 22nd Dec 31st 1997 
| Jul22nd yearago Jul22nd % p.a. one in local ins 
week currency terms 
China __ 8.28 829 13.6 B10) 1380.1 = 28 + 87 wt ATS 
Hong Kong 7.75 7.75 12.7 841 8,420.7 -04 - 25 ~- 214 
| India RA — Bt -S AS 3 3ARS 8  OB oe he 
Indonesia 14,150 2.585 23,216 57.77 483.) +34 S — 533 
Malaysia _ 4.14 264 6.80 na — 9 -27 = 290 = 333 
Philippines 42.0 287 — 689 1338- u A a a 
| Singapore _ 171 147 __ 281 _5,68 1,052.7 so ~ 382 22 
South Korea 1,290 894 2.117 13.00 362.1 +155 - 38 + 264 
Taiwan 344 280 564 700 TONEART VIE = 85 
Thailand Aa L 316 era a BS +48 = 231 36 | 
Argentina 1.00 1.00 1.64 10.80 6158 —VOir =< 04 IOAN 
| Brazil 1.16 1.08 “191 2049 10,912.0 +25, 9°70. eae 
{ Ete > = So A OR 8 I22B ES ANG2 9 S649 = «13,2 
Colombia 1378 1,100 2.260 36.92 1,071.5 -02 - 252 -296 
| Mexico Žž B87 784 14.6 19.99 4,564.8 -06 - 127 207 
| Venezuela 559 493 916 49.21 5,037.8 FAA - 418 - 474 
| Greece 297 285 487 12.88 2,803.9 +53 + 895 + B11 
Israel 365 35) 598 9.04 318.3 +21 + 94 + 61 
Portugal 183 185 300 AS. SPO SN Te SIT BT. 
South Africa 628 456 10.30 19.50 7,201.4 -ss + 161 =100 
| Turkey 269,885 157,515 442,800 68.00 4,364.7 -16 + 25 ="29 
Czech Republic 31.3 344 513 13.91 4953 + 20 ni + 109 
Hungary 217 195 356 1719 8,222.2 ENSURE 28 32 
| Poland Eo 3A SBA 52029 A Scat: VA F204 
| Russia 6.25 5.79 10.25 80.00 171.0 -103 - 569 — 586 


| Sources: National statistics offices, central banks and stock exchanges; Datastream/CV, EIU; Reuters: Warburg Dillon Read, J.P. Morgan; Hong Kong 
| Monetary Authority, Centre for Monitoring indian Economy; Bank Negara indonesia, Malayan Banking. Philippines National Economic and Development 
Authority; Hoare Govett Asia; REL, Baring Securities: Merrill Lynch; Bank Leumi Le-tsraet, Standard Bank Group; Akbank; Bank Ekspres; Deutsche Bank; 
Russian Economic Trends 
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